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Chairman’s statement

real progress
We made signiﬁcant progress in 2012 and remain
on course to deliver all of the Merger synergies as
originally planned. Having already migrated millions
of customers and key elements of our technology
to a single platform, a few integration projects
remain outstanding and we are working towards
completing these during 2013.

Simon Duffy
Chairman

“Despite the challenges presented
by a shifting regulatory landscape,
the executive team has executed
the integration plan as scheduled.
With a greater focus on key markets,
we are now entering an intense
phase of innovation that will
transform our business.”

Our attentions are now turning to the
next step in our evolution, one centred
on innovation that will be triggered by
the delivery of a series of product,
technical and strategic developments
as well as through an increased presence
in regulated markets. We will enhance
our capabilities for mobile and social
media channels that continue to
grow in importance and also overhaul
and reposition our ﬂagship poker
brand; PartyPoker.
We anticipate that a softer consumer
economy in many parts of Europe and
further regulatory developments both
in the US and in Europe will continue
throughout 2013. With more European
countries set to open their market for
online gaming, management will
continue to execute the ﬁve elements
of our business strategy:
• Focus on regulated and to-be
regulated markets;
• Invest in our core assets: people, brands
and technology;
• Secure strategic partnerships;
• Extend into new areas of digital
entertainment; and
• Act responsibly.
Board composition and governance
Jim Ryan’s decision to retire as Co-CEO
in January 2013 brought his successful
partnership with Norbert Teufelberger
to a natural close, coinciding with the
effective completion of the Merger
process. On behalf of the Board I would
like to thank Jim for his contribution to
the Company both before and since the
Merger and to wish him well for the future.
Following Jim’s departure, Joachim Baca
offered to step down as a Director in
January 2013, helping to reduce the size
of the Board and bringing its composition
into compliance with the UK Corporate
Governance Code’s recommendation
regarding the balance of independent
and non-independent Directors. Joachim
remains a core member of the senior
management team.
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Overview

Experience of the Board members outside bwin.party

Review
of 2012
Markets
and risks

3 Entertainment
3 Energy & Utilities
2 Law
5 Technology & Telecommunications
1 Land-based gaming

4 Accountancy
2 Publishing & Marketing
1 Insurance
1 Payment Processing
1 Politics
1 Defence
1 Medicine

Share
information

Confirmation of our compliance with the Code, together with
details about how the Board oversees the interests of the Group
through its operating and management structure, is explored in
more depth in the Governance Review on pages 66 to 94 of this
Annual Report.

Financial
statements
Notice of Annual
General Meeting
Glossary

Outlook
Our revenue performance in the early part
of 2013 was impacted by the consolidation
of the bwin and PartyGaming dotcom
platforms, as well as the decision to reduce
acquisition marketing in certain dotcom
countries. As a result, while revenue in 2013
is expected to be slightly lower than in
2012, the impact on Clean EBITDA should
be mitigated by cost savings and a number
of new product initiatives. With our
increased focus and a sizeable revenue
opportunity in the US, we remain conﬁdent
about the outlook.

7 Banking & Investment

Governance

The Company has not purchased any
shares for cancellation since the year-end.

Number of Board members with relevant experience

Board of
Directors

Share buyback
Having renewed the requisite authority
to repurchase up to 10% of the Group’s
issued share capital at the 2012 AGM,
the Group purchased a total of 27,256,981
shares during 2012 at a total purchase
price of £40.1m. All purchased shares have
been cancelled.

Responsibility &
relationships

As in 2012, all Directors, will be standing
for re-election at the 2013 AGM.
Dividend
The Board is recommending a ﬁnal
dividend of 1.72p per share which, together
with the interim dividend of 1.56p, makes
a total dividend of 3.44p per share for the
year ended 31 December 2012 (2011: 3.12p).
The ﬁnal dividend, if approved at the 2013
AGM, will be paid on 24 June 2013. Further
details are contained in Share information
on pages 142 to 145.

Strategy

After an extensive exercise led by the
Nominations Committee and utilising a
professional search ﬁrm, Sylvia Coleman
joined the Board as an independent
Non-Executive Director on 8 March 2013.
A lawyer by training, she is a seasoned
executive in the entertainment industry
and has signiﬁcant experience of
regulation, digital media and intellectual
property issues, as well as extensive
general business experience. A further
review of the Board’s composition will
take place later in the year.

bwin.party Annual report & accounts 2012
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Overview

a year in transition
Who we are
bwin.party is a leading online
gaming company with millions
of customers from across the
globe who enjoy playing our
online sports betting, casino,
poker and bingo games,
for real or virtual currency.
Key facts
• 3,000 employees with ofﬁces
in Europe, India, the Ukraine
and the United States
• Headquartered in Gibraltar
where we are licensed and
regulated
• Also licensed in Alderney,
Belgium, Denmark, France,
Germany (SchleswigHolstein), Spain and Italy
• Listed on the London Stock
Exchange (ticker: BPTY)
• Core brands include bwin,
PartyPoker, PartyCasino,
Gioco Digitale and Foxy Bingo

2012 highlights

• Continued progress in integrating bwin and PartyGaming
• Launched into Denmark and Spain under new nationally
regulated regimes
• Awarded licences in Germany (Schleswig-Holstein) for
sports betting, poker and casino
• Approximately 38% of our net gaming revenue now subject to local
gaming taxes1 (versus 26% in 2011)
• Migrated 13 million customer accounts from bwin.com to a single fullyintegrated technology platform See page 28
• Launched our social gaming strategy and associated acquisition
of Orneon See page 30
• Ongame poker network sold
• Delivered of €46.5m of synergies in 2012
• Secured strategic alliances with Zynga (UK), Groupe Partouche
(Belgium) and United Auburn Indian Community (California)
• bwin became the digital betting and gaming partner of
Manchester United
2012 net gaming revenue by country

2012 total revenue by product (€m)
1,000

2012

2011

800

600

400

200

0
2012
¤m

2011* Change
¤m
%

Sports betting

262.9

260.6

1

Casino & games

271.2

263.7

3

Poker

176.5

213.0

(17)

Bingo

64.3

64.6

(1)

Unallocated corporate

26.7

14.1

1

801.6

816.0

(2)

Total
* Pro forma

1.

Based on net gaming revenue in December 2012

Germany
UK
Italy
Americas
France
Greece

23%
10%
9%
7%
6%
4%

Spain
4%
Belgium
2%
Denmark
1%
Rest of EU
19%
Rest of World 15%
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2012 Clean EBITDA

bwin

¤42.7m

betoto

Review
of 2012

Gamebookers

Strategy

Sports betting
We offer bets on a pre-event
and live basis on all key
sports worldwide

Key brands

Overview

our business verticals

Gioco Digitale
PartyBets

Markets
and risks

PartyCasino

Poker
One of the largest poker
networks in the world2, we
have thousands of players
each day, covering all levels
of stakes

PartyPoker

Bingo
With leading market positions
in the UK, Italian and Spanish
online bingo markets, we
are looking to expand into
new territories

Foxy Bingo

bwin

¤80.1m

GD Casino

Responsibility &
relationships

Casino & games
Blackjack, roulette, slots
and jackpot slots are some
of our most popular online
casino games

Board of
Directors

GD Poker

Financial
statements

¤18.8m

Gioco Digitale

Share
information

Cheeky Bingo

Notice of Annual
General Meeting

Binguez

¤164.9m

Pokerscout.com
Total Clean EBITDA is after deducting unallocated corporate costs of €5.2m (2011: €7.9m Pro forma)

Glossary

Total Clean
EBITDA3

2.
3.

¤28.5m

Governance

bwin
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Investment case

the opportunity
Key growth drivers

The global online real money gaming market

This is a growing and valuable segment of the
digital economy, with an increasing share of the
global gaming market. Excluding the US, 2012
online Gross Gaming Revenue or Yield (‘GGR’ or
‘GGY’) for the four major product segments, sports
betting, poker, casino and bingo was estimated to
be worth €19.5bn, an increase of 146.1% since 2005
and up 7.2% versus 20114. Whilst consumer
spending in many parts of Europe has been hit
hard by challenging macroeconomic conditions,
this growth is forecast to continue, reaching
€24.9bn by 2015, implying a compound annual
growth rate (‘CAGR’) of 8.4%5.

1. Increasing broadband speeds6 (Mbps)

UK: 6.3
Ger: 5.9
Fr: 4.8
Sp: 4.8
It: 3.9

Aus: 6.5
Bel: 6.7
Swe: 6.8
Den: 7.2
Ned: 8.5

2.8mbps
Global average
connection speed

2. Smartphone penetration and
tablet growth7

Online gaming as a % of total gambling4
¤bn
400

%
12

300

9

200

6

100

3

54%

+79%

3. Propensity to play games online8
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201

0

1
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Percentage interactive

Online gambling currently makes up only a small percentage of
total gambling but this proportion is forecast to increase.

83%
4.
5.
6.
7.
8.

H2 Gambling Capital – February 2013
ibid
The State of the Internet – 3rd quarter 2012 report – akamai.com
Estimated smartphone penetration in Western Europe of 54% in 2012 and CAGR of installed tablet base to 2015
of 79% – Morgan Stanley – 6 January 2013
Risk and Safety on the Internet – the perspective of European children – London School of Economics, co-funded
by the European Union

of 9-16 year-olds
play games on the
internet

4. Regulation
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Europe
Several countries in Europe have already introduced or are expected to introduce
online gaming regulations. The table below seeks to summarise the position in a number
of key markets.
S
2% S turnover
40% P, C, B
No
€0.2bn

2 Belgium

Products
Tax rate9
Ring-fenced
Market size10

S, P, C
11%
Yes
€0.1bn
S, P, C
20%
No
€0.4bn

4 France

Ring-fenced
Market size10

S, P
9.3% S turnover
2% P turnover
Yes
€1.1bn

5 Germany#

#

8 Spain

Products
Tax rate9
Ring-fenced
Market size10

S, P, C+, B
25%
Yes
€0.4bn

9 UK

Products
Tax rate9
Ring-fenced
Market size10

S, P, C, B
15% onshore
0% offshore~
No
€2.4bn

A licensing regime for online sports betting has been proposed in all 16 states whilst 6-year licences have been issued for online sports
betting, poker and casino in Schleswig-Holstein, Germany’s most northern state. Taxes on sports betting are being paid at 5% turnover on all
German revenues. Taxes on poker and casino are being paid at 20% of GGR but only on revenues generated by Schleswig-Holstein residents
Proposed, not enacted
Currently excludes online slots although there are proposals to allow online slots in due course
A place of consumption tax is being discussed in the UK parliament and is widely expected to be introduced at the end of December 2014

Board of
Directors

*
+
~

S. P, C (SH only)
5% S turnover
No
€0.8bn

S, P, C, B
Not known
Yes
€0.2bn

Responsibility &
relationships

Products
Tax rate9
Ring-fenced
Market size10

7 Netherlands*

Products
Tax rate9
Ring-fenced
Market size10

Markets
and risks

Products
Tax rate9

Ring-fenced
Market size10

S, P, C, B
3-3.5% S turnover
3% P turnover
11% B turnover
20% All other games
Yes
€0.9bn

Review
of 2012

3 Denmark

Products
Tax rate9
Ring-fenced
Market size10

Products
Tax rate9

Strategy

Ring-fenced
Market size10

Overview

6 Italy

1 Austria

Products
Tax rate9

Governance

Products
Tax rate9

P, C
State retains ﬁrst
$3.75m net proceeds
p.a. then shared
according to lotto
agent mechanism
Yes
0.7m

Ring-fenced
Population11
Actively considering

California, Illinois, Louisiana, New York,
Pennsylvania, Texas, Massachusetts

Glossary

Ring-fenced
Population11

P, C
15% plus 2.5%
investment
alternative or 5%
alternative
investment tax
TBC
6.9m

Notice of Annual
General Meeting

P
6.75%
Yes
2.1m

2 Delaware

Products
Tax rate9

Share
information

3 New Jersey

1 Nevada

Products
Tax rate9
Ring-fenced
Population11

Financial
statements

United States
Following an opinion issued by the Department of Justice on 23 December
2011 three states have enacted legislation to allow intra-state online gaming.
Many others are actively considering similar laws. The map highlights those
states that are currently active as well as those that have previously
considered intra-state online gaming regulations.

Previously considered
District of Columbia, Florida, Iowa,
Mississippi

9. As a % of gross gambling revenue, unless stated otherwise
10. Estimated gross gaming revenue – H2 Gambling Capital – February 2013
11. Adult population over 21 years old – US Census Bureau

Gaming regulation by state
Legislation passed
Legislation being actively considered
Legislation previously considered

Product
S = Sports betting
P = Poker
C = Casino & games
B = Bingo

bwin.party Annual report & accounts 2012

08

Investment case

our assets
Internal drivers for our business

bwin.party has several key assets and
attributes that we believe differentiate
us from our competitors. Our business
strategy is focused on leveraging each
of these assets for the beneﬁt of our
shareholders, customers and employees.

People
Our scale, technology and brand
strength have all been built over many
years by harnessing a highly driven and
creative team. With around 3,000 full
time employees in several international
locations, we are able to attract and
retain great talent from our industry as
well as other industries that can add
value to our business.

Laura Bent
Casino Marketing

Proprietary technology
and operating model
Unlike some of our competitors, we have
invested signiﬁcant capital building a
proprietary technology platform that
combines key elements of the value chain,
maximising our control and ﬂexibility
in delivering the very best in digital
entertainment to our customers.
For further details on our technology platform
see the feature on page 28 and 29

For more on our approach to employee
engagement see pages 63 and 64
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Overview
Strategy

International brands
Review
of 2012
Markets
and risks

bwin is one of the best known online sports
betting brands in Europe with a strong
presence in most European countries.
PartyPoker is internationally renowned
and continues to achieve strong brand
recognition in the US where it commanded
close to 50% market share 12 prior to leaving
the market in October 2006, following a
change in US law.

Responsibility &
relationships

For further details on our market-leading
products and brands see pages 44 to 55

Board of
Directors
Governance
Financial
statements

Scale and reputation

Share
information

The opportunity for operational leverage
together with a shifting regulatory landscape,
means that a strong presence in all four of our
key product categories is an important driver
of long-term success. It has also resulted in
long-term strategic partnerships with some
of the world’s best known brands.

Notice of Annual
General Meeting

For further details on our strategic
partnerships see page 24

Glossary

12. Company estimate

bwin.party Annual report & accounts 2012
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Our business model

how we make money
In 2013 we will shift our focus from ‘volume’ to
‘value’. Our aim is to deliver long-term proﬁtable
growth through growing sustainable revenue
and optimising our cost base. As a consumerfacing business we need to be consistent in the
delivery of great content in a safe and secure
environment, at a price that represents good
value for money and in a way that is easy to use.
Source of gross proﬁt
Key

Revenue model
Whilst the dynamics vary by product, our revenue
model applies to each of our four main product
verticals: how many players do we have on a daily
basis and how much do they spend each time
they visit? Multiply one by the other and we have
gross gaming revenue. Other revenue includes
revenue from our business-to-business (‘B2B’)
customers (such as PMU in France and Danske
Licens Spil in Denmark) and non-gaming activities
such as WPT, InterTrader (our ﬁnancial spread
betting site), payment services supplied to third
parties and the sale of sports content.
Key Performance Indicators
Each of our Key Performance Indicators (KPIs’)
lies behind one of our core revenue drivers,
affecting either the number of active players or
average player yield. We provide quarterly
data on each of these metrics on our website
www.bwinparty.com/investors. These in turn are
also affected by changes in player retention and
the number of existing players that leave the
site through ‘churn’; the mix of games played
(as different games/bets have different revenue
characteristics); how often people play and the
mix of players i.e. are they experienced high-value
players or novice, low-value players?
Given our shift in focus from ‘volume’ to ‘value’
the inter-relationship of our KPIs can also be
expected to change with less emphasis on new
player sign-ups and more focus on retaining
existing customers and increasing player yields.

Revenue driver
Key performance indicator
Proﬁt and loss item

Mix of
games

Player
retention
New player
sign-ups

Frequency
of play

Existing active
players

Player
mix

Average yield per
active player day

Number of
active players

x
Gross gaming revenue

Bonus costs and fair value adjustments

=
Net gaming revenue

+
Other revenue

=
Total revenue

-

Cost of sales and gaming taxes

=
Gross proﬁt

11

Review
of 2012

Further details regarding the performance
of each of our product verticals are contained
in the Review of 2012. See pages 34 to 43

Kriton Kounelakis
Afﬁliate Marketing

Markets
and risks

a) ‘distribution costs’ or marketing-related
expenses that tend to be more variable
in nature, rising and falling with
revenue; and
b) ‘administrative expenses’ that mainly
include those items that are more ﬁxed
in nature and can therefore provide
a source of operational leverage.
We seek to maintain a tight control on
costs and identiﬁed up to €65m in annual
synergies from the Merger, three-quarters
of which are expected from cost savings as
we rationalise surplus technology, brands
and roles. The balance is expected to come
from revenue synergies such as crossselling and improved yield management.

Responsibility &
relationships
Board of
Directors
Governance
Financial
statements

Balance sheet and distribution policy
We generate net cash and have no net
debt. In recognition of the Group’s strong
operating cashﬂow, the Board has
established a progressive dividend policy
and intends to target a payout ratio
of approximately 30% of annual free
cashﬂow. We paid a €16m half year
dividend in October 2012 and are
recommending a ﬁnal dividend of
approximately €16.7m. During 2012 we also
repurchased 27.3 million ordinary shares
for a total consideration of approximately
€51.5m. Given our focus on regulated and
to-be-regulated markets, there could be
further calls on our balance sheet in the
forms of either bank guarantees, surety
bonds or tax pre-payments required
by governments as pre-conditions for
market entry.

Share
information
Notice of Annual
General Meeting
Glossary

Our policy is to continue to manage our
balance sheet actively whilst retaining
the ﬂexibility to seize opportunities to
enter new markets should they arise.

Strategy

Cost base
From gross proﬁt we deduct our operating
costs that fall under two broad headings:

Operating structure
As detailed in our Review of 2012, our
business is organised into four main
product verticals: casino and games, sports
betting, poker and bingo. Such a structure
means that each vertical can determine
the best allocation of technical, marketing
and other resources to maximise returns.

Overview

External factors can also inﬂuence revenue
performance such as changes in gaming
regulations and taxation, the prevailing
macroeconomic environment and the
competitive landscape. In the section
on Markets and risks (pages 44–57), we
have sought to provide some further
background on some of these factors.

Competitive
advantage
Our technology
platform is the
backbone of our
business. Read more
on pages 28 and 29.

bwin.party Annual report & accounts 2012
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CEO’s review

transforming our business
Most of last year was focused on integration. 2013 will be
about completing this effort and transforming our business
through innovation as we revitalise our offer with a string of
product updates and extend our reach through mobile and
social media channels. With most of our single technology
platform in place, we are now optimising the shape and size
of our business in order to maximise our operational and
ﬁnancial performance.
Norbert Teufelberger
CEO

Our strategy is unchanged, but we are not
relying on innovation alone to return our
business to growth. We are accelerating
the pace of change by shifting our revenue
mix towards nationally regulated and
to-be-regulated markets. This includes
gearing up for a launch in the US, which
now seems to be a more likely prospect
within the next twelve months following
recent events at state level.
At the same time we are changing our
approach to dotcom markets with
increased focus on fewer but more
valuable customers. We are simplifying our
business, moving from ‘volume’ to ‘value’,
which we believe will allow us to further
increase our operational efﬁciency.
We expect this approach to generate
signiﬁcant additional cashﬂow to offset
increased investment and taxes as
additional markets regulate and also
to fund growth in new business areas
such as payments and social gaming.

“With most of our single
technology platform in place,
we are now optimising the
shape and size of our business
in order to maximise our
operational and ﬁnancial
performance. ”
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Glossary

€30m

Notice of Annual
General Meeting

€65
€60
60m
0
0m

Share
information

€70m
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Board of
Directors

Financial synergies – progress report

Whilst many of our planned product
developments were delayed pending the
completion of the dotcom migration that
took place in December 2012, we added
a number of features to our core gaming
products. We signiﬁcantly increased our
live betting offer that saw us increase the
number of live events offered per year by
60% to 65,000; we launched the download
version of the PartyCasino product
under the bwin label and also launched
FastForward Poker that has proven a
popular addition to our core poker product.
Despite having to defer the optimisation
of our mobile offer until the migration to a
single technology platform was complete,
we still managed to increase our mobile
gross gaming revenue by 78%, reaching
€42.6m in 2012 (2011: €24.0m).

Responsibility &
relationships

Operational developments
While the performance of each of our
business verticals is covered within the
Review of 2012 on pages 34 to 43, a few of
the key operational highlights during the
year, in addition to the integration progress
outlined above, included our launch of all
products into Denmark as well as poker
and casino products for our local partner,
Danske Licens Spil on 1 January 2012; we
also launched all products into Spain at
the beginning of June 2012. Following the
introduction of a 5% turnover tax on sports
betting in Germany on 1 July 2012, along
with the rest of the industry, we began
to pass on the majority of the tax to
customers by requiring that winning
customers pay a 5% withholding on
their pay-out.

Markets
and risks

• securing a partnership agreement with
the United Auburn Indian Community,
one of California’s leading casino
operators so that we are well-positioned
to take advantage of regulated online
gaming in the state of California, should
requisite laws allow;
• acquiring a dedicated development
team based in Eastern Europe and
launching our own social gaming
strategy, spearheaded by a new
business unit called Win;
• concluding a joint venture partnership
with Nordeus, one of the world’s leading
developers of social sports applications;
• completing the sale of Ongame to
Amaya for €15m with up to €10m
additional consideration should online
gaming become regulated in the US;

Review
of 2012

Strategic developments
We continued to execute our stated
business strategy and achieved
several strategic milestones during 2012.
These included:

• extending our multi-territory video
streaming rights for the main football
leagues in Germany and Spain;
• partnering with Groupe Partouche
in Belgium to secure access to the
regulated online gaming market
in Belgium;
• concluding our agreement with Zynga
to be their chosen supplier of real money
poker and casino games in the UK; and
• becoming the digital online betting and
gaming partner for Manchester United.

Strategy

Merger integration
Having completed the initial organisational
blueprint in 2011, 2012 was focused on
continuing our journey to create a single
technology platform, one capable of
supporting all of our current and future
revenue streams across multiple labels,
products and jurisdictions. The migration
of over 13 million bwin.com customer
accounts in December 2012 represented a
major milestone in this effort and means
that we are well on our way to completing
this complex, but important task. Our
technology will underwrite our long-term
success by providing a solid foundation
upon which we can secure and build
leading positions in all nationally regulated
and to-be-regulated markets. Creating a
single, scaleable platform is not just about
supporting our real money gaming
franchise of today, it is already opening
up new revenue opportunities for us,
opportunities that will see us extend
our reach into new areas of digital
entertainment including social gaming,
payments and sports content.

We delivered €46.5m of merger synergies
in 2012, better than our original target of
€40.0m. Of the €46.5m total synergies
delivered (2011: €23.3m), €36.9m related
to Continuing operations (2011: €18.3m)
and €9.6m (2011: €5.0m) related to
Discontinued operations.

Overview

2012 – Key developments
During the past year there were several
important strategic, operational and
regulatory developments that affected
the Group’s performance and which also
underpin our long-term prospects.

bwin.party Annual report & accounts 2012
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CEO’s review
“By changing the way we execute...
...we believe we can signiﬁcantly
improve our ﬁnancial and
operating performance. While
revenue for 2013 is now expected
to be slightly lower than current
market estimates, the impact on
Clean EBITDA is to be off-set by
cost savings and other initiatives.”

For further details on our strategy
read more on pages 20 to 33

Regulatory developments
The regulatory landscape has continued
to evolve and we have obtained licences
and launched in Denmark, Spain and
Schleswig-Holstein (Germany) during 2012.
The transition to nationally regulated
markets, especially in Europe, continues to
be a major factor inﬂuencing our revenue
and Clean EBITDA performance.
In December 2012 approximately 35% of
our gaming revenues came from nationally
regulated markets and 38% of our gaming
revenues were subject to gaming taxes.
This compares with the ﬁgures in
December 2011 that were 26% and 26%
respectively. A summary of key regulatory
developments is set out on pages 18 and 19.

1. Complete our technology integration
Unlike most of our competitors, we have
chosen to build and control all elements
of the value chain: front-end services,
gaming software and content, payments,
data warehouse, business intelligence,
regulatory compliance as well as premium
B2B services, where we offer a turnkey
solution to strategic customers such as
Zynga, PMU and Danske Licens Spil. Our
approach gives us both the ﬂexibility
and control to be able to enter multiple
markets with multiple labels and products,
without incurring signiﬁcant third-party
costs. Taxation and regulatory compliance
in newly regulated markets naturally put
pressure on operating margins. Having to
also incur additional and signiﬁcant
Plans for 2013
third-party costs can make market entry
Since completing the Merger in March
uneconomic. Our approach means that we
2011, we have executed our stated strategy
have a competitive advantage with which
and integration programme as planned.
to enter new markets and secure a strong
However, the complexity of the merger
market position – we have already secured
integration and external factors such as
a top three position in all nationally
regulation and associated taxation, as well
regulated products in Italy, France,
as signiﬁcant macroeconomic pressures
Denmark and Spain. The alternative is to
in Europe, have hampered our ﬁnancial
remain focused on just one, or a limited
performance – revenue has been ﬂat and
number of regulated markets – an
Clean EBITDA has declined.
approach that we believe fails to capitalise
In order to return the business to
on the inherent operational leverage of the
growth we are changing our approach in
online gaming model and places too great
a number of key operational areas which
a reliance on a limited number of territories.
we believe can deliver a step-change in
2. Innovate our core gaming products
our future performance.
The creation of a single technology
This does not mean a change in our
platform required that we delay a number
strategy, the ﬁve pillars of which remain
of product improvements and this has
in place:
certainly been a factor in holding back our
• Focus on regulated and to-be-regulated performance over the past 18 months.
This will start to change in 2013. As already
markets;
announced, we will be launching a new
• Invest in our core assets: people,
version of PartyPoker during the ﬁrst half
brands and technology;
of 2013 with further enhancements
• Secure strategic partnerships;
scheduled for later in the year. We are also
• Extend into new areas of digital
developing an all new casino product,
entertainment; and
targeting more casual players who are
• Act responsibly
looking for fun games to play that are
However, by changing the way we execute
certain elements of the strategy we believe
we can signiﬁcantly improve our ﬁnancial
and operating performance. Before coming
on to the new initiatives, we still have ﬁve
core projects to complete, each of which
will underpin our future plans. They are:

available through all channels and
optimised for mobile and touch devices.
Our proprietary bingo product is currently
being developed for launch later this year
and our sports offer will beneﬁt from a
series of product enhancements that will
deliver new features that we believe will
once again put the bwin brand at the
vanguard of the industry.
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On the back of the planned product
improvements outlined above and with
the savings generated from an increased
focus on nationally regulated and to-beregulated markets, we intend to push

Responsibility &
relationships

Whilst geographic diversity can be an
advantage, being spread too thin across
too many jurisdictions can also prevent
the allocation of marketing spend from
being optimised and lead to operational
inefﬁciency. Outside of our core regulated
and to-be-regulated markets, we are
therefore reducing the number of
jurisdictions where we provide a full suite
of services. The net result of this shift will
likely reduce dotcom revenues but should
also deliver a signiﬁcant reduction in
associated costs, increasing net cashﬂow.

Markets
and risks

But as a number of markets have matured,
the marginal returns from new customer
acquisition in a number of those markets
have declined whilst the costs required to
support them in terms of marketing, risk
management, IT operations, customer
service, afﬁliate management and legal
and regulatory services, have not.

Read more on pages 32 and 33

Review
of 2012

5. Go mobile
While bwin was one of the ﬁrst sports
betting brands to go live with a mobile
product back in 2001 and despite being
able to increase our mobile gross gaming
revenues by 78% in 2012 to €42.6m (2011:
€24.0m), the technology integration has
meant that our current offering is not yet
optimised. Regulatory as well as technical
hurdles meant that in 2012 less than half of
our business footprint was available
through mobile extensions. However,
having migrated our dotcom customers
onto a single technology platform, we are
now in a position to launch mobile
extensions for each of our core products
and will also supply mobile extensions for
several of our B2B partners. A completely
new touch-optimised interface for our
sports product, together with new
features, is expected to be launched later
this year. We are moving towards a position
where we will be ‘channel agnostic’ and
aim to optimise the customer experience,
irrespective of which channel is being used
by the customer (web, mobile, tablet or
social media). We are embracing this change
by leveraging our in-house expertise within
our Mobile, Touch, Video unit and using our
in-house mobile platform.

I. Greater focus on regulated and to-beregulated markets
The transition to nationally regulated
markets is inevitable with consequential
increased costs and taxes. However, the
long-term prize remains: online gaming is
destined to become a greater proportion
of total gaming driven by increasing
broadband speeds and availability, greater
use of smartphone and tablet technology,
an increasing propensity to use the
internet as the primary channel for
consumer entertainment and regulation
itself (see a summary of our investment
case on pages 6 to 9).

Raising our game
We are refreshing and repositioning
PartyP
y oker as the pok
p
er brand of the future.
PartyPoker
poker

Strategy

4. Prepare for US entry
Recent developments in New Jersey and
other states would appear to indicate that
regulated real money internet gaming
in the US will soon become a reality.
Together with our existing partners, MGM,
Boyd Gaming and United Auburn Indian
Community, we are well placed to
capitalise on any opening of this exciting
new market. In addition to ensuring we
complete the requisite licensing and
suitability processes, we are now ringfencing the infrastructure and resources
needed to launch in the US market thereby
ensuring that this opportunity is not
compromised by other business demands.

While these initiatives will make important
contributions to our revenue and Clean
EBITDA, we need to go further to transform
the trajectory of our business. Therefore,
in addition to the initiatives above, we
are implementing a series of changes
to simplify our business and release
signiﬁcant resources, some of which will be
reinvested to deliver meaningful growth in
our core markets, as well as extend our
reach into new growth areas. The changes,
which fall under three main headings, are
described in more detail as follows:

Overview

3. Leverage our assets through
strategic partnerships
In addition to our existing partnerships
with Danske Licens Spil in Denmark and
PMU in France, we will launch a real money
online poker and casino service in the UK
for Zynga in the next few weeks and are
now working with them towards being
able to offer their service through all
other channels.
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Payments gateway
Kalixa, our in-house payments
business, processed €2.6bn of
transactions in 2012.

aggressively in growing revenue in our core
markets. This will be led by improved
product positioning as well as through a
shift in our marketing approach to employ
new marketing models recognising that
many of today’s consumers are less
interested in being told what products and
services to choose and are much more
focused on what their friends, family and
work colleagues recommend. By shifting
our marketing mix to one that is less
focused on conventional marketing
channels, that employs ‘recommendation’
as well as ‘promotion’ tools, underwritten
by engaging and state-of-the-art products
that are available through all channels, is
how we will succeed.

III. Invest in new revenue streams
The Merger yielded a number of distinct
revenue opportunities outside of our core
real money gaming business that with
modest investment have the potential to
deliver substantial value. By releasing value
through a greater focus on regulated
markets and on our core customer base,
we intend to invest some of these
resources in three emerging businesses.

Kalixa Group
Our in-house payments business, formerly
known as CQR, has evolved over the past
18 months to become a fully-ﬂedged
ﬁnancial services operation. Unlike many
of its competitors, Kalixa owns and
controls three parts of the payments value
II. Improved service for core customers
chain: issuing, acquiring and acceptance.
At the same time, outside our core
This means it can act as a gateway to over
regulated and to-be-regulated markets, we 90 payment methods and can process
are shifting our approach by focusing more payments on their behalf; it can issue
effort on retaining our premium customers pre-paid cards linked to an associated
than on acquiring new ones. Recognising
online wallet; and it can enable SMEs to
the importance of these customers, we
accept card, e-wallet and alternative
are going to provide them with a more
payments. Having processed 40 million
tailored service and associated support.
internet transactions with a value of €2.6bn
These customers tend to not only be higher in 2012 (approximately 85% of which is in
value but they also have the lowest rates
house), with modest investment and a
of churn. As a result, reduced dotcom
clear strategy, over the next few years we
marketing is unlikely to impact their
intend to grow processing volumes
playing activity and will increase our
substantially, increase the number of
overall returns. However, we also believe
Kalixa account holders as well as the
there is scope to reduce that churn further, number of merchants accepting Kalixa
by enhancing the service they receive
payments. This is an ambitious target but
currently through more proactive
one that we believe is credible given the
engagement and reward.
growth expected in online payments and
The net result of these actions should be to the quality of the Kalixa technology and
management team.
release signiﬁcant savings and generate
positive cashﬂow, some of which we will
invest in securing revenue growth in
nationally regulated and to-be-regulated
markets, including the US that will require
its own dedicated resources.
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Current trading and outlook
Our current trading in January and
February 2013 was impacted by some user
experience issues following the dotcom
migration in December 2012, the impact
of which was slightly higher than expected.
It was also impacted by decisions taken
in January 2013 to increase our focus on
nationally regulated markets and on high
value customers. The result was that in the
period to 11 March 2013 average gross daily
Sports content
revenue was down 7% versus the fourth
As well as securing international media
quarter of 2012 to €2.4m (Q4 12: €2.6m).
rights for a variety of sports content that
However, Clean EBITDA margins for the
we can use to both enhance the experience same period are running higher than
of our sports betting customers and sell-on expected which has mitigated the revenue
to third parties, we have also developed a
shortfall. The migration issues have now
process to capture and sell-on a variety of
stabilised and with the launch of a series of
sports data and related content. Whilst still new products and services later this year
in its infancy, such a revenue model is
we remain conﬁdent about the outlook for
already proving proﬁtable and we are now the full year.
looking to expand it signiﬁcantly in 2013.

Strategy

Employees
Our employees have continued to perform
to a high standard, despite the workload
of integrating our technology platform
combined with the testing circumstances
in which we have had to operate over the
past two years. At the time of the Merger
we identiﬁed a number of core values that
underpinned our culture and collective
approach. Built around three key themes
of insight, passion and creativity, they
differentiate us from many of our
competitors and continue to support
our vision and determination to succeed.

Overview

Social gaming
Since announcing our market entry
strategy in May 2012 with the formation of
Win, and completing the acquisition of a
dedicated technology resource, we have
made signiﬁcant progress in social
gaming. Our ﬁrst in-house developed slots
game, Slots Craze, went live on Facebook at
the end of February 2013 and is performing
in line with our expectations. During 2013
we will also launch more slots, a bingo
product for social platforms, a social
casino product and a pioneering approach
to social sports betting that we are
developing with our partner, Nordeus. The
social gaming market is already generating
an estimated $1.7bn of gross gaming
revenue annually and this is expected
to increase to $2.5bn by 201514. We are
determined to capture a meaningful
share of this market and believe that by
producing the very best game content,
supported by creative marketing and our
own real-time analytics platform, we have
the tools necessary to succeed.

Share
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14. ThinkEquity

Glossary

Social gaming play
Our aim is to create the highest quality
social games such as our new Juicy
Monsters game see pages 30 and 31.
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CEO’s review
Key regulatory
developments

Europe
Having outlined his action plan in a
communication on online gambling in
2012, Michel Barnier, the Commissioner
for Internal Market and Services conﬁrmed
that the European Commission (‘EC’)
was focused on ﬁve areas regarding
online gaming:
• Consumer protection (focus on minors
and vulnerable groups);
• Prevention of fraud and money
laundering;
• Integrity of sport;
• Enhanced administrative cooperation
and efﬁcient enforcement; and
• Compliance of national regulatory
frameworks with EU law.
Having written to several Member States
for an update on the current status of a
number of outstanding complaints and
infringement proceedings, Michel Barnier
is now expected to either close the
outstanding complaints and proceedings
or initiate new infringement cases against
those states whose gambling regulations
are considered to be in violation of EU
law. Based on the recent rhetoric from
the EC, there would appear to be a greater
enthusiasm to enforce the European
Treaty than has been the case previously.
Whether that will turn into action or not
has yet to be seen.

been brought before the Court of Justice of
the European Union (‘CJEU’). In a decision
on 24 January 2013, Germany’s Federal
Court of Justice referred questions to the
CJEU which, amongst others, seek guidance
as to whether the licenses granted in
Schleswig-Holstein render the restrictions
of the other German Länder inconsistent
and therefore unenforceable.
In the meantime, bwin.party has applied
for a licence under the new regime and is
working with the authorities to deliver
a long-term solution that works for
all stakeholders.
United Kingdom
(10% of net revenue in 2012)

Having notiﬁed proposed amendments to
the Gambling Act 2005 to the European
Commission, the proposals received a
detailed opinion from Malta that may
prompt further changes and/or delay their
introduction in 2013. Associated changes
to the basis of taxation are however not
expected to become effective before
December 2014. While the applicable rate
of taxation for offshore operators offering
services to customers located in the UK
has yet to be conﬁrmed, the current rate of
tax for onshore operators is 15% of gross
gaming revenue.
Italy
(9% of net revenue in 2012)

Having introduced online casino in July
2011 and online slots to the regulated
framework in December 2012, the Italian
Despite having received concerns in the
regulator published statistics showing that
form of a detailed opinion from both the EC in terms of gross gaming revenue, the
and Malta as well as detailed comments
overall online gaming market in Italy grew
from the United Kingdom, Schleswigby 5% in 2012 to €735m . While revenue
Holstein, Germany’s most northern Land,
from casino and cash game poker grew
chose to reverse its gaming law that
strongly in the year, revenue from poker
licensed all gaming products online, in
tournaments, sports betting and bingo all
favour of the more restrictive State
declined by 38%, 22% and 20% respectively.
Gambling Treaty that licenses sports
betting only and under very restrictive
conditions. The concerns raised both by
the EC as well as the German Monopoly
Commission that the new treaty may not
be compliant with EU law have recently
Germany

(23% of net revenue in 2012)
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Belgium

(6% of net revenue in 2012)

(2% of net revenue in 2012)
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In the absence of any federal poker
legislation being passed, individual states
are now seizing the initiative following
conﬁrmation from the Department of
Justice in December 2011 that intra-state
online gaming is not in breach of federal
law. Nevada and Delaware were the ﬁrst
states to pass laws and are now putting in
place the requisite regulatory framework
before starting to allow online wagering in
state. While Delaware is offering speciﬁc
permissions to its lottery company, Nevada
is a market that can be accessed by
land-based operators with overseas
suppliers being permitted other than those
that continued to operate post-UIGEA.

Financial
statements

Having introduced its new online gaming
legislation at the beginning of June 2012,
the Spanish authorities are now
considering expanding the regime to also
include online slots although it is expected
that there will be pressure from the
land-based industry to resist this
change. According to data from the
Spanish regulator, in the period from June
to November 2012 Spanish players
wagered €2.4bn on online gambling –
equivalent to €500-€600 per player.

Whether the momentum at a state level
might prompt the federal government to
take any action has yet to be seen. In the
absence of such a move it seems likely that
a ‘patchwork quilt’ of differing regulations
and taxes will become the reality in the
US. Through our existing agreements with
MGM, Boyd and the United Auburn Indian
Community, we believe the Group is well
placed to take advantage of any market
opening in the US.

Governance

United States

(4% of net revenue in 2012)

Illinois is another state that is actively
considering intra-state online gaming
legislation and a revised proposal is
expected to be introduced shortly.

Board of
Directors

Spain

Elsewhere, there are moves to introduce
legislation for online gaming in Hungary,
Netherlands, Portugal and Sweden, to
name but a few. The details of such
proposals and whether such legislation
may become law remain unclear.

Responsibility &
relationships

Despite having received a detailed opinion
from the EC back in 2011, in December 2012
the government sent letters to several
offshore online operators threatening to
enforce its gaming law aggressively. While
a number of operators pulled out of the
market, there followed a highly critical
ruling from the Court of Justice of the
European Union on OPAP’s monopoly in
Greece. In light of the still pending
privatisation of the Greek government’s
stake in OPAP, the regulatory uncertainty is
likely to continue for the time being.

(1% of net revenue in 2012)

Having opened at the beginning of January
2012 the Danish market is lead by Danske
Licens Spil, our local partner. According
to ﬁgures from the regulator there were
38 operators using 54 licences and the
total size of the online gaming market was
equal to approximately €273m of gross
gaming revenue.

Markets
and risks

(4% of net revenue in 2012)

Denmark

In California, Senator Rod Wright
reintroduced his online poker bill, SB51, on
19 December 2012. Despite having failed
previously to develop a consensus of
support for this initiative, momentum
appears to be building for online poker
generated by the most powerful tribes as
evidenced by the appearance of further
draft bills with their support. It is estimated
that the size of the intra-state online poker
market in California could be as large as
$1bn of gross gaming revenue .
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Greece

Having seen the Belgian authorities
enforce their laws against several
operators by way of ISP blocking,
bwin.party announced an agreement with
Belcasinos, owned by Groupe Partouche
to access the market as only land-based
licensed operators are allowed to offer
services in Belgium. All products are
allowed and gross gaming revenues are
taxed at 11%.

Strategy

There have not yet been any changes to the
regime despite continued criticism that the
regulatory and ﬁscal framework is not
commercially viable. The number of
licensed operators has continued to fall
with a further three operators withdrawing
from the market in mid-December
2012. There were 22 operators at the end of
December 2012 sharing 33 licences: 16 for
poker, 9 for sports betting and 8 for horse
race betting.

In New Jersey, having issued a conditional
veto to a law legalising online gaming,
Governor Christie signed the amended bill
into law on 26 February 2013 and it is now
expected that online poker and casino
games will be introduced under the new
law towards the end of 2013. The midpoints of independent estimates of the size
of the online gaming market in New Jersey
range from $230m to over $1bn.*

Overview

France

Glossary

*Gross gaming revenue
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our plan
We migrated over 13 million bwin.com
customers to our single technology platform
in December 2012. We are working towards
completing our technical integration that will
deliver further synergies and we expect to
deliver our target of €65m in 2013.
Despite the shifting regulatory, technological
and macroeconomic backdrop, our long-term
strategy remains robust and comprises
ﬁve elements:

2.Invest in our
core assets:
technology,
product, brands
and people
Read more on page 23

1.Focus on regulated and
to-be-regulated markets

Read more on page 22
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4.Extend into new
areas of digital
entertainment

Overview
Strategy

Read more on page 25
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5.Act responsibly
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3.Secure long-term
strategic alliances
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Read more on page 26
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Corporate Communications
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Read more on page 24
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Strategy
1. Focus on regulated
and to-be-regulated
markets

December 2012
net gaming revenue
Dotcom
50%
Not taxed locally,
nationally regulated
12%
Subject to local gaming taxes,
nationally regulated
22%
Subject to local gaming taxes,
not nationally regulated
16%

The online gaming market is evolving rapidly into
a mixture of regulated dotcom and regulated dotnational markets, both in Europe and the US.
Given our scale, brand strength and proprietary
technology, this transition represents a major
opportunity for bwin.party, although it does come
at the cost of greater gaming taxes and additional
regulatory compliance costs.

2012 achievements
• Denmark – launched PartyPoker,
PartyCasino, PartyBets and services
for our local partner, Danske Licens Spil
in January 2012
• Spain – launched poker, casino, sports
betting and bingo in June 2012 under the
bwin and Binguez branded labels
• Belgium – secured entry into the
regulated online gaming market in
December 2012 through a partnership
with Groupe Partouche
• Germany – Licences secured in
Schleswig Holstein for sports
betting, poker and casino

Plans for 2013
The transition to regulated markets
is expected to continue with several
countries considering regulatory
frameworks for online gaming. In Germany
a new Gambling Treaty was introduced
and bwin.party has applied for a licence.
We are progressing the requisite process in
both Nevada and New Jersey which will be
important milestones in our bid to launch
real money gaming services in the US once
legislation becomes effective.
We continue to support an active
programme of political and regulatory
dialogue in key markets ensuring that we
are fully informed and ready to mobilise
our resources quickly should a market
opportunity arise. Our objective is to
launch as soon as regulations allow
and take a leadership position as quickly
as possible. With top three positions in all
key products in Italy, France and Spain
this is a strategy that has served us well
to-date.

Simon Godwin
Corporate IT

Viva Espana!
Spain opened up as a fully regulated
online gaming market in June 2012.
Online slots are expected to also
become regulated during 2013.

Strategy
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People
• Introduce a 360 degree appraisal
process to assess and identify skill
gaps for our managers and leaders
• Close skill gaps through a tailored
programme of training
• Upgrade our work processes using
agile environments

Responsibility &
relationships

Products and brands
• New version of PartyPoker.com,
including all touch-enabled channels
(for further details see page 32)
• Real money poker and casino games
in the UK for Zynga
• New proprietary bingo product on
our integrated technology platform
• Number of new features for our
sports product

Markets
and risks

Technology
• Continue working towards the
completion of our technology
integration
• Decommission surplus technology
and associated resources to drive
ﬁnancial synergies
• Secure the necessary infrastructure to
launch into the US

Review
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Plans for 2013
We will deliver several operational and
product developments in 2013, each of
which are central to our transition from
integration to innovation:

Strategy

Bet and watch
We offer live multi-bets,
integrated with real-time
streaming of sports events.

2012 achievements
• Migration of 13 million bwin.com
customer accounts onto our new
proprietary technology platform
• Launched PartyCasino product suite
for bwin customers
• Added 15 new games to our main casino
portfolio, all of which were developed
in-house
• Launched FastForward Poker, an
exciting new variant of our popular
Texas Hold ‘em game
• Launched Binguez, our bingo brand
for Spanish-speaking customers
• Three-year extension of our multiterritory video streaming rights for
the main football leagues in Germany
and Spain
• Sold Ongame poker network
• Acquired access to 350 skilled social and
online gaming IT professionals
• Implemented a ﬂexible beneﬁt
programme in seven locations
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2. Invest in our core assets –
technology, products,
brands and people

The past 18 months have been focused on creating
a fully-integrated, single technology platform, one
that controls key elements of the value chain and
will support our future strategic plans (for more
details on our technology platform, see pages 28
and 29). As this process nears completion, we have
begun to shift our focus and resources towards
revitalising many of our core services through a
series of innovations – an effort that will continue
throughout 2013.

Glossary
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3. Secure long-term
strategic alliances

We seek to leverage our own assets and the assets
of others, generating new opportunities and revenue
streams that would otherwise be out of reach.
We achieve this through strategic B2B relationships
and sports sponsorships.

2012 achievements
• Partnership agreement with United
Auburn Indian Community in California
• Partnership agreement with Groupe
Partouche in Belgium
• Agreement with Zynga to launch real
money poker and casino games in
the UK
• Became ofﬁcial digital gaming and
betting partner of Manchester United

bwin derby
The Champions League saw Real Madrid and
Manchester United, two of our sponsorship partners,
battle for a place in the ﬁnal stages in 2013.

Jason Kinnear
Games Designer

Plans for 2013
• Continue to deliver excellent service and
product to our existing B2B customers
• Explore regulated and to-be regulated
markets for partners that can make a
difference to our B2C business and/or
deliver a strategic beneﬁt that we cannot
achieve alone
• Build on our online partnership with
Manchester United and establish
additional signature partnerships in
selected regulated markets

Strategy
4. Extend into new areas of
digital entertainment
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Reel pirate
Peg Leg Greg is one of the many new slot
games on offer on Slots Craze.

Plans for 2013
• Mobile extensions for all main products
• A unique social sports
betting application
• New bingo application
• Increase revenue from sports rights
and related data
• Launch Kalixa as a new payments
brand and grow third-party
payments revenues

Strategy

2012 achievements
• Acquired Orneon and Valesco Services
• Formation of Win; the Group’s dedicated
social gaming franchise
• Published our ﬁrst social gaming
applications
• Established partnership with Nordeus,
creator of the world’s most popular
social sports application: Top Eleven
• PartyPoker and PartyCasino launched
on iOS and Android
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Recognising the expansion in social gaming through
digital channels, we launched our own social gaming
strategy in 2012. Supported by our own in-house
analytics platform, WinSight, we have launched
Cheeky Bingo and Slots Craze, our ﬁrst in-house
developed social gaming applications.
The growth in smartphone penetration is also
driving our mobile real money gross gaming
revenues that grew to €42.6m in 2012 (2011: €24.0m).

Governance
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Animal magnetism
Our Teddy Pets social slot game has already
attracted a growing active user-base.
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5. Act responsibly

New technologies pose new challenges and
opportunities. To be leaders over the long-term
requires a structured, integrated and evidence-based
approach to responsibility that fosters innovation
and exceeds regulatory requirements.
‘Making responsibility real’ underpins our business
strategy, bringing together eight strategic initiatives
that are important for sustainable results and
growth (see page 58 for further details regarding
our approach).

2012 achievements and measures
of success
• Seven-year collaboration with the
Division on Addiction, Cambridge
Alliance, a Harvard Medical School
teaching afﬁliate (‘DOA’) has seen the
total number of peer-reviewed studies
increase to 17
• Over 63,000 unique visitors from over
90 different countries have visited
The Transparency Project website that
was launched in 2009
• Our work with the DOA has also
delivered some practical applications
by innovating our player protection
tools and policies
• bwin.party has again been accredited as
a member of the FTSE4Good Index Series
• 35% of employees participated in the
Group’s pro bono scheme

Plans for 2013
• Continuation of our strategy to base
innovation in safe and secure digital
entertainment on a solid fundament
of scientiﬁc evidence
• Continued collaboration with the
DOA and a research project with
Oxford Internet Institute
• Ongoing evaluation and optimisation
of integrated consumer protection tools
and policies
• Increase outreach to key stakeholders,
especially in newly regulated markets
• Increase employee pro bono
participation
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PartyPoker
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Social gaming
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Technology
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On the following pages
we have highlighted three
features of our business:

Overview

focus on our business

Glossary
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Focus on our technology

a platform for growth
“Despite the huge challenge of combining
two very different technology frameworks,
each with different processes and
priorities as well as a multitude of differing
sub-platforms and functionalities, the
vision to create a unique, scalable,
fully-ﬂexible and inter-connected
technology platform upon which we could
build a digital entertainment company for
the future, was a key driver for me to
join bwin.party.”
Guy Duncan, Group Product
and Technology Director

We have spent 18 months and thousands of
man-days on moving us towards our goal: to
create a shared set of common design, engineering
and production efforts that enable more effective
interdependence of key business functions whilst
reducing costs and increasing ﬂexibility.
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To ﬁnd out more about our platform,
visit www.bwinparty.com

Markets
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The target platform (that excludes the
gaming products and customer interfaces
for each) can be segmented into four
main parts:

• Scalable – we can increase volumes with
little or no increase in cost
• Best-in-class – we can draw on the best
products from each of bwin and
PartyGaming as well as third parties,
if required
• Speed to market – independence
increases our ﬂexibility and speed
of development
• Independence – brings ﬁnancial,
operational and strategic beneﬁts
(we can offer B2B services)
• Integrated business intelligence
– allows us to optimise our business
and maximise Clean EBITDA
• Unbundling opportunities – existing as
well as new services, business models
and revenue streams
• New products and services – developed
internally, as well as by others,
expanding into new areas
• Interactive gaming platform –exploring
big data and social customer
relationship management capabilities
• Barriers to entry – our new platform
is difﬁcult to replicate given its scale
and complexity
• Intellectual property – several
processes and features have been
designed for our needs and we are
looking to protect them through patents
and other intellectual property rights
• Cloud-based provisioning and sourcing
– we can market each or all of these
services to third parties to create a new
source of revenue for the Group. We can
also outsource certain elements of the
platform to third-parties, if it makes
sense to do so. If someone can do it
better, faster and cheaper, we can exploit
that expertise through the Cloud for our
own advantage
Our technology is the backbone of
our business. We have established
the foundation upon which our future
success will now be built.
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What are the key elements?
The platform supports our gaming
products and supporting services under
a common architecture, one that allows
each element to be developed and
maintained quickly and independently
of the other, but one that also allows each
element to be integrated quickly, enabling
fast-track development. All of this
functionality also needs to be delivered
in a cost-effective way.

• Captures all customer data, is scaleable,
fast, stable and secure
• Processes real money, multi-currency,
micro transaction services
2. Customer lifecycle and regulatory
services
• Fully-integrated to the core platform
• Highly ﬂexible customer lifecycle
management to tailor the customer
journey (acquisition, conversion,
payment, retention, loyalty, promotion,
VIP, risk, churn prevention, reputation
management, social network
integration, responsible gaming etc.)
• Regulatory services (customer ID,
government notiﬁcation, blacklisting,
report integration and other compliance
requirements)
• Distribution management (socialisation
& gamiﬁcation, integration with external
platforms such as mobile and Facebook)
3. Business intelligence and
predictive analytics
• Fully integrated into the core platform
• Utilises the very best third-party
technology and systems and is able to
connect to other technologies/vendors)
as required
• Functions include: post-processing, data
warehouse management, data mining
and business intelligence to facilitate
real-time decision support. Also provides
a customisation layer to provide
actionable and competitive intelligence
• Used to maximise player values and
optimise marketing and business mix
4. Integration backbone – ‘platform glue’
• Whilst difﬁcult to ‘visualise’, this is the
key to connecting each element of the
platform and ensuring maximum
ﬂexibility, control and stability
• In its purest form this is a clear and
standardised approach to connecting
and decoupling each element of the
platform, allowing the capability of
the platform to expand quickly and
easily through the addition of new
elements whilst removing or at least
minimising any interdependence on
existing functions

What are the beneﬁts?
We believe that our target platform will
provide us with a signiﬁcant competitive
advantage by controlling key elements
of the value chain. Speciﬁc advantages
arise from:

Strategy

The ﬁrst step
On announcement of our Merger in July
2010, we began to analyse what we had,
come up with a design for what we needed
the infrastructure to do, identify gaps and
then work out the most effective path
to get us there, all whilst minimising the
impact on our core operations and
continuing to drive the business forward.
What was key was that we map our
technology infrastructure to the needs
and requirements of our current and
future business model.

1. Core platform (eCommerce hub)
The foundation for any eCommerce
business:

Overview

Why bother?
Our approach, which seeks to control the
key elements of the value chain, differs
from most of our competitors. We believe
that eCommerce and online gaming in
particular, is only going to become more
complex with multiple markets, labels,
brands, products, regulations, channels,
and much more demanding and
connected customers. To succeed over
the long-term we need to be a properly
connected company i.e. we need the
infrastructure to be able to attach, adapt
or decouple services and functions for
different markets and products, as
required. We also need to be able to add
new products and services. Such ﬂexibility
is key given the rapid evolution not just
of the online gaming market but of
eCommerce as a whole.

Focus on social gaming
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beyond real
money gaming

Ricky O’Neill
Marketing
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130 million monthly
active users for social
gambling apps

1

Morgan Stanley

Glossary

When we launched Win in May 2012, we
already had many of the assets and skills
• Acquisition – how many players are we
in place; premium propriety game content,
able to attract to the game in the ﬁrst
customer relationship management
place through marketing – but more
systems and business analytics, as well
importantly in the social gaming world
as an expertise in online marketing and
– through word-of-mouth and friend
an ability to partner with leading brands.
recommendations?
To complement these strengths, we
• Retention – what proportion of players
brought in a specialist management team
come back after a day, a week, a month?
with direct industry expertise and acquired • Monetisation – how many customers
a team of 350 software engineers, game
want to ‘dive deep’ into the game and are
designers and creative artists with a
willing to pay for the privilege and how
proven track record of building some
often are they willing to do so?
of the most popular social games.
As each game we produce goes through
Armed for success
its ‘alpha’ and ‘beta’ testing stages it is
Our focus has been on developing great
analysed with WinSight, our bespoke
games based around our core gaming
business intelligence tool, to help us
expertise. This content is offered on a
answer these questions. It also allows us
‘freemium’ basis where all games can
to optimise both the game engine and
be played for free but by purchasing
individual features to produce a game
credits, players can unlock rewards, send
that is loved by our players and delivers
gifts to their friends virtually and advance
revenue growth.

Responsibility &
relationships

We use three key metrics to measure the
success of our games that collectively we
call ‘ARM’:

Number
crunching

Markets
and risks

more quickly through the game. This
approach requires that we create highly
appealing and feature-rich content that
our players want to play and can share
with their friends.
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Our strategy is based on three pillars:
• An experienced management team
and proprietary gaming platform
• A portfolio of new applications for
online and smartphone platforms
• Original IP in the creation and
distribution of social gaming content

Overview

The social gaming sector has seen
explosive growth over the past three
years with the overall market estimated
to be worth approximately $14.6bn of
gross gaming revenue by 2015. Gamblingthemed games are the fastest growing
genre within the social gaming segment,
already valued at $1.7bn in 2012 and
predicted to reach $2.6bn over the next
three years1. Against this background it is
perhaps not surprising that operators are
scrambling to get a piece of the market.
So how and why will bwin.party and its
dedicated social gaming unit, Win.com,
succeed in this highly-competitive ﬁeld?

“We are pushing to develop the highest
quality social games in terms of both
production values and gameplay, whilst
simultaneously helping to innovate the
Group’s real-money gaming products. When
coupled with sophisticated and bespoke
analytics and support systems, we believe we
are in a great position to build market share
in a rapidly growing and valuable sector.”

Focus on PartyPoker
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raising our game
We are now about 12 years on from when
online poker came into being and 10 years on
from the boom that ultimately ingrained one
of the world’s oldest and best loved card
games into the digital channel to be enjoyed
by millions of players around the world.

Sergei Muller
Marketing

Online poker has been through numerous
twists and turns in the last decade, the
biggest of which was the change to US law
in the autumn of 2006, requiring us to exit
our biggest market. Regulatory changes
in Europe and in particular national
ring-fencing, have had a dramatic impact
on the dynamics of online poker.
Whilst there is talk of possibly merging
international liquidity pools, for now
we face an increasing number of small,
ring-fenced national markets that
undermine the optimum structure
of shared player liquidity using the
dotcom model.
Changes in technology have borne a range
of devices through which people can now
connect to the web, driving yet more shifts
in consumer habits, tastes and brand
loyalty. It is no longer just about click and
play; it’s about ‘touch, pay and play’ and
also about being available through all
distribution channels, including social
media and mobile. Smartphone and tablet
technologies are revolutionising access to
all forms of eCommerce, including gaming.
Back in 2002, PartyPoker was the disruptive
brand at the vanguard of an expanding
online poker market – poker was ‘hot’.
Ten years on, the market has matured
with one dominant player in most
countries and little to differentiate the
other major poker brands; and experience
combined with technology has given an
increasing number of players a greater
edge. The net result is that recreational and
social players are not having as much fun
playing the game online as they once did,
winning less often than they used to.

Markets
and risks
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Having completed the migration of our
bwin.com accounts to our integrated
technology platform in December 2012,
the new beneﬁts and features will
also be available for bwin’s dotcom
poker customers.
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Our own research shows
that 62% of people who play
poker offline have not yet
played the game online.

Catalysts for change
• Online poker market maturing in
western Europe
• dotcom market being replaced by
dot-national, ring-fenced markets
• Emergence of new ‘national champions’
• The ability to advertise is positive, but
taxation reduces economic returns
• Rise of the App – easy, cheap and
constantly changing offers
• Chat is no longer a social connector
in online poker

What we are going to do –
PartyPoker 3.0
• An improved product experience is at
the heart of the relaunch that will be
rolled out in a series of phases in 2013
• Research shows that the No. 1 reason
why people play poker is for fun and
entertainment – not for the win or
the money
• PartyPoker will be focused around social
competition – ‘United in Competition
and United in Play’
• Our focus is on the recreational player
through an improved player journey
– new easy-to-play lobby format
– new features tailored for the
recreational player
– we will add additional social
features so that players can share
the playing experience
• New brand identity and website design
• Changed business operating model to
focus on the acquisition and retention
of recreational and social players
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Andreas Meinrad,
Group Commercial Director

Game plan
PartyPoker has long been the home of
the more recreational player and while
we are tailoring the navigation and other
features to improve the player journey
and experience, our brand positioning
and all of our efforts remain focused on
appealing to the mass market. Having
conducted extensive research and player
testing, we are changing our look and feel,
to one that is modern and contemporary
and importantly, very different from our
competitors. We are also changing the way
the player interacts with us, this is more
than a new coat of paint. Easy-to-use and
with a fresh approach, it will reﬂect
the demands of today’s digital consumer,
offering fun and reward for all players.
After many months of planning and
development, the launch will mark
the opening of a new chapter for our
poker business.

• Rewards have historically been geared
towards the experienced players while
recreational players, the life blood of the
poker room, receive little reward
• Re-opening of the US market taking
longer than expected
• Dominant competitor continues to
consolidate the European market
• Lack of real product differentiation
versus competitors
• There is dissonance between the
‘recreational’ brand positioning and
the product experience, which is geared
towards more experienced players

Overview

“The market dynamics of the online
poker world are changing. We are
rising to this challenge by refreshing
and repositioning PartyPoker as the
brand for the future –a brand that is
focused on the recreational poker
player and delivers on the twin
promise of fun and reward.”

The question we had to ask ourselves was:
‘against this background and knowing that
still today the main reasons people tell us
they play poker are recreational and social,
what can we do to revitalise our product
and brand?’

Notice of Annual
General Meeting
Glossary
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transition to innovation in 2013

€801.6m
Total
revenue

€164.9m
Continuing
Clean EBITDA

Recommended
ﬁnal dividend

+10%
1.72p/share

2012 highlights
• Solid performance in sports betting, casino & games and
emerging businesses offset by new German gaming
tax and a decline in poker. Pro forma revenue down 2%
to €801.6m.
• Pro forma Clean EBITDA from Continuing operations down
17% to €164.9m due to ﬂat revenue, increased gaming taxes
and compliance costs.
• Continuing pro forma Clean EPS of 14.7 € cents per share
(2011: 18.5 € cents); actual Clean EPS of 14.7 € cents per share
(2011: 17.9 € cents)
• Current trading impacted by dotcom migration and
increased focus on nationally regulated markets with
associated reduction in dotcom marketing spend: average
gross daily revenue of €2.4m (Q412: €2.6m) but with an
offsetting increase in Clean EBITDA margins
• Simplifying our operating model to focus on value rather
than volume to drive the core business in regulated markets
and invest in new growth areas
• Revenue for 2013 now expected to be slightly lower than
current market estimates, but impact on Clean EBITDA to be
offset by cost savings. The Board remains conﬁdent about
the full year result
• Recommended ﬁnal dividend up 10% to 1.72 pence per
share (2011: 1.56 pence) making a total FY12 dividend of
3.44 pence per share (2011: 3.12 pence)

* On 31 March 2011 PartyGaming Plc merged with bwin Interactive Entertainment AG (‘the Merger’).
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Financial summary
Actual#

2011
€million

2012
€million

2011
€million

Sports betting

262.8

259.7

262.8

193.9

Casino & games

268.8

262.7

268.8

237.5

Poker

173.8

209.7

173.8

184.6

Revenue

63.5

58.5

768.9

674.5

Other revenue

32.7

20.2

32.7

16.6

Total revenue

801.6

816.0

801.6

691.1

Divisional summary

Clean EBITDA~ from
Continuing operations

164.9

199.3

164.9

168.3

Total revenue

Clean EBITDA~ from
Discontinued operations^

(21.3)

(17.5)

(21.3)

(13.1)

Year ended 31 December

Total Clean EBITDA~

143.6

181.8

143.6

155.2

Loss after tax – Continuing operations

(24.9)

(401.2)

(24.9)

(414.7)

Loss after tax

(64.7)

(422.3)

(64.7)

(431.0)

~ Before the provision for costs associated with the Group’s Non-Prosecution Agreement,
reorganisation expenses, retroactive taxes and associated charges, loss on disposal of assets
held for sale, merger and acquisition expenses, exchange differences and before non-cash
charges relating to share-based payments (see reconciliation of Clean EBITDA to operating
proﬁt (loss) overleaf).

2012
€million

2011
€million

Sports betting

262.9

260.6

262.9

194.7

Casino & games

271.2

263.7

271.2

238.4

Poker

176.5

213.0

176.5

187.5

Bingo

64.3

64.6

64.3

59.4

26.7

14.1

26.7

11.1

801.6

816.0

801.6

691.1

Discontinued operations
Total

Year ended 31 December

2011
€ cents

2012
€ cents

2011
€ cents

Standard

(2.9)

(47.1)

(2.9)

(56.0)

Clean~

14.7

18.5

14.7

17.9

Standard

(7.8)

(49.6)

(7.8)

(58.2)

Clean~

12.1

16.0

12.1

15.8

Pro forma

Actual

2012
€million

2011
€million

2012
€million

Sports betting

42.7

64.3

42.7

46.0

Casino & games

80.1

92.3

80.1

83.2

Poker

28.5

30.0

28.5

26.1

Bingo

18.8

20.6

18.8

19.8

Unallocated corporate

(5.2)

(7.9)

(5.2)

(6.8)

Continuing operations

164.9

199.3

164.9

168.3

Discontinued operations

(21.3)

(17.5)

(21.3)

(13.1)

Total

143.6

181.8

143.6

155.2

2011
€million

Glossary

~ EPS before the provision for costs associated with the Group’s Non-Prosecution Agreement,
reorganisation expenses, retroactive taxes and associated charges, loss on disposal of
assets held for sale, merger and acquisition expenses, exchange differences, non-cash
charges relating to share-based payments and amortisation and impairment of acquired
intangibles (see reconciliation of Clean EPS to Basic EPS in note 10 to the Consolidated
ﬁnancial statements).

10.1
701.2

Notice of Annual
General Meeting

Basic EPS (loss per ordinary share) –
Total operations

10.4
812.0

Share
information

Basic EPS (loss per ordinary share) –
Continuing operations

14.1
830.1
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2012
€ cents

10.4
812.0

Governance

Earnings per share

Year ended 31 December

2011
€million

Continuing operations

Clean EBITDA

Actual

2012
€million

Unallocated corporate

^ Discontinued operations refers to Ongame’s B2B business as well as operations located
physically outside of the US but which relate to US customers that were no longer accepted
following the enactment of the UIGEA.

Pro forma

Actual

Board of
Directors

# The actual results include PartyGaming’s results throughout 2011 and the results of bwin with
effect from the Merger on 31 March 2011. Pro forma results set out the ﬁnancial performance
of the Group as if the Merger had always been in place.

Pro forma

Responsibility &
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63.7
795.8

Net revenue

Markets
and risks

63.5
768.9

Bingo

Review
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While further details of the consolidated performance of Continuing and
Discontinued operations are contained in the Consolidated ﬁnancial
statements and the accompanying notes, all references to ﬁnancial
performance or key performance indicators throughout this document
refer to the Continuing operations on a pro forma basis only, unless
expressly stated otherwise.

Strategy

2012
€million

Year ended 31 December

The Merger was completed on 31 March 2011. For accounting purposes
PartyGaming is treated as the acquirer of bwin and as a result the Group’s
statutory results for the year ended 31 December 2011 include a full
period from PartyGaming while bwin is included from 1 April 2011 only.
To assist analysts and investors in assessing the performance of the
Group, we have also produced pro forma results that set out the ﬁnancial
performance of the Group as if the combined operations had always been
in place.

Overview

Pro forma#
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Reconciliation of Clean EBITDA to Clean earnings used to calculate
Clean EPS
Pro forma

2012
Continuing Discontinued
€million
€million

(21.3)

143.6

Depreciation

(21.3)

(0.1)

Amortisation

(95.5)

–

Amortisation on
acquired intangible
assets

2011

Total
€million

164.9

Clean EBITDA

Pro forma results

Continuing Discontinued
€million
€million

Total
€million

199.3

(17.5)

181.8

(21.4)

(20.9)

(1.4)

(22.3)

(95.5)

(132.5)

(2.3)

(134.8)

124.3

91.5

–

91.5

124.3

–

Finance income

1.5

–

1.5

6.5

–

6.5

Finance expense

(8.7)

(0.2)

(8.9)

(9.2)

(0.6)

(9.8)

Share of loss of
associates
Tax per accounts
Tax on amortisation
on acquired
intangible assets

0.2

–

0.2

(1.3)

–

(1.3)

(1.4)

(0.4)

(1.8)

6.6

(0.5)

6.1

(11.6)

–

(11.6)

(15.1)

–

(15.1)

Tax on impairments
on acquired
intangible assets
and goodwill

–

Non-controlling
interests
Clean earnings

–

–

(4.5)

–

(4.5)

1.0

–

1.0

2.8

–

2.8

120.6

(22.0)

98.6

156.0

(22.3)

133.7

Reconciliation of Clean EBITDA to operating loss

Exchange losses

2012
€million

2011
€million

2012
€million

2011
€million

164.9

199.3

164.9

168.3

(5.3)

(4.7)

(5.3)

(4.5)

Depreciation

(21.3)

(20.9)

(21.3)

(18.9)

Amortisation

(95.5)

(132.5)

(95.5)

(125.6)

Retroactive taxes and associated charges

(31.5)

–

(31.5)

–

Share-based payments

(12.0)

(20.1)

(12.5)

(20.1)

Merger and acquisition costs

(0.1)

(17.4)

(0.1)

(12.0)

Impairment losses

(2.0)

(408.7)

(2.0)

(408.7)

Reorganisation costs

(5.6)

(6.4)

(5.6)

(6.3)

(16.5)

(403.8)

(16.5)

(419.7)

(21.3)

(17.5)

(21.3)

(13.1)

0.2

1.7

0.2

0.4

Depreciation

(0.1)

(1.4)

(0.1)

(0.7)

Amortisation

–

(2.3)

–

(1.3)

(0.2)

(0.2)

(0.2)

(0.1)

Loss from operating activities –
Continuing operations
Discontinued operations
Clean EBITDA
Exchange gains

Share-based payments

(0.5)

(0.3)

(0.5)

(0.3)

Loss on disposal of assets held for sale

(17.3)

–

(17.3)

–

Loss from operating activities –
Discontinued operations

(39.2)

(20.0)

(39.2)

(15.1)

Disposal expenses

The year-on-year movement in actual results was driven by the inclusion
of bwin for the full period for the ﬁrst time, having only been included
from 1 April 2011 in the prior year. As a result, total revenue increased
by 16% to €801.6m (2011: €691.1m). Despite the increase in revenue, a
signiﬁcant increase in gaming duties from regulated markets meant
that actual Clean EBITDA fell by 2% to €164.9m (2011: €168.3m).
Both pro forma and actual discontinued operations represent the
Ongame B2B business that was sold on 1 November 2012 together with
costs associated with US customers that were no longer accepted
following the enactment of the UIGEA.
The underlying performance of each of our consolidated key performance
indicators, which are based on net revenue, are highlighted below.

Actual

Continuing operations
Clean EBITDA

Actual results

Consolidated Key Performance Indicators

Pro forma

Year ended 31 December

Total revenue fell slightly to €801.6m (2011: €816.0m) with growth in sports
and casino offset by a decline in poker. While the Merger integration and
continued macroeconomic challenges in Europe were certainly factors
behind the revenue performance, ISP blocking in Belgium, the closure
of Spanish slots from June 2012 and the closure of the bwin brand
in Denmark were additional factors. Higher gaming taxes (excluding
retroactive taxes and associated charges), that reached €82.8m, a €17.1m
increase year-on-year meant that the net effect was that pro forma Clean
EBITDA margins decreased to 20.6% (2011: 24.4%) and Clean EBITDA fell by
17% to €164.9m (2011: €199.3m).

Pro forma

Actual

Year ended 31 December

2012

2011 Change

2012

2011 Change

Active player days (million)

81.2

86.6

(6%)

81.2

71.0

14%

Daily average players (000s)

221.9

237.3

(6%)

221.9

194.5

14%

9.5

9.2

3%

9.5

9.5

0%

New player sign-ups (000s)

1,457.9

1,726.4

(16%)

1,457.9

1,509.9

(3%)

Average daily net revenue (€000)

2,100.8

2,180.3

(4%) 2,100.8

1,847.9

14%

Yield per active player day (€)

On a pro forma basis, active player days declined by 6% reﬂecting
declines in poker and bingo, partly offset by the impact of the 2012 Euro
Championship that increased sports betting activity during the ﬁrst
half. The introduction of a 5% turnover tax in Germany, our largest market,
reduced sports betting volumes signiﬁcantly in the second half of
2012. While the decision to improve our poker ecology with a greater focus
on the more casual customer impacted overall player activity, it also
beneﬁted player yields that increased to €9.5. Having terminated our
relationship with a number of major poker afﬁliates during the year, total
new player sign-ups were down 16%, despite the positive effect of a major
marketing campaign around Euro 2012 that increased new sign-ups in
sports betting. The net impact of these factors was that pro forma
average daily net revenue fell 4% to €2,100,800 (2011: €2,180,300).
On an actual basis, most of our consolidated key performance indicators
trended positively, reﬂecting the inclusion of bwin for a full year for the
ﬁrst time. The one exception was yield per active player day that declined
marginally due to the shift in the revenue mix. The net effect was that
actual average daily net revenue for the period increased by 14%
year-on-year.
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Pro forma

Actual

2011
€million

Change

2012
€million

2011
€million

Change

3,804.5

3,759.5

1%

3,804.5

2,887.0

32%

Gross win margin

7.8%

7.7%

7.8%

7.6%

Gross revenue

298.2

291.1

298.2

218.7

Total stakes

A summary of the key performance indicators for sports betting both
on a pro forma and actual basis is shown in the table below:
Sports betting – Key Performance Indicators
Pro forma

(35.4)

(31.4)

Net revenue

(13%)

(35.4)

(24.8)

Year ended 31 December

2012

2011 Change

2012

Active player days (million)

45.2

41.7

8%

45.2

31.3

44%

(43%)

Daily average players (000s)

123.5

114.2

8%

123.5

85.8

44%

Yield per active player day (€)

259.7

1%

262.8

193.9

36%

0.1

0.9

(89%)

0.1

0.8

(88%)

Total revenue

262.9

260.6

1%

262.9

194.7

35%

Cost of sales

(44.9)

(28.5)

(58%)

(44.9)

(22.2)

(102%)

Gross proﬁt

218.0

232.1

(6%)

218.0

172.5

26%

42.7

64.3

(34%)

42.7

46.0

(7%)

16.2%

24.7%

16.2%

23.6%

Clean EBITDA margin

5.8

6.2

(6%)

14%

791.9

537.7

47%

Average daily net revenue (€000)

718.0

711.5

1%

718.0

531.2

35%

Notice of Annual
General Meeting

Our live betting offer increased substantially with a 60% increase in the
number of live events offered year-on-year. Our mobile offer also grew
strongly in 2012 and we expect further strong growth in 2013. Sports
gross gaming revenue through the mobile channel increased by 81% to
€37.2m in 2012 (2011: €20.5m). Mobile is a key part of our sports betting
strategy and we plan to launch a new sports betting application for
mobile during 2013.

Share
information

The impact of the 2012 Euro Championship on the key performance
indicators was somewhat masked by the introduction of a 5% turnover
tax on all German sports betting from 1 July 2012. In the ﬁrst half of 2012,
Germany represented approximately 27% of total sports wagering but
this fell to 21% in the second half reﬂecting the impact of the tax. Having
elected to pass on part of the tax to German customers in the form of a
5% withholding on their pay-out, we removed all single bets below odds
of 1.1 in Germany as these no longer represented attractive betting
propositions for our customers. As a result, we saw a marked reduction
in betting volume but a corresponding increase in gross win margin as
customers shifted their betting behaviour away from high volumes on
short odds to lower volumes on longer odds. The gross win margin was
increased further by the 5% withholding on winning customers’ payout. The net result was that German sports betting revenues have
remained broadly unchanged year-on-year although gross proﬁt from
Germany has declined reﬂecting the 5% turnover tax that has increased
cost of sales. Active player days and new player sign-ups were up 8% and
14% respectively primarily driven by the Euro 2012 Championship. Player
yields fell 6% versus the prior year reﬂecting a higher proportion of casual
players on the back of Euro 2012 as well as macroeconomic factors. The
net impact was that average daily revenue was marginally ahead year-onyear at €718,000 (2011: €711,500).

Financial
statements

The introduction of gaming taxes in Germany resulted in additional taxes
in the second half that fed through directly into Clean EBITDA. While this
was the single biggest factor affecting proﬁtability, the impact of closing
bwin in Denmark as well as ISP blocking in Belgium were additional
factors driving down Clean EBITDA margins to 16.2% (2011: 24.7%) and
Clean EBITDA to €42.7m (2011: €64.3).

(6%)

696.9

Governance

While the Euro 2012 Championship helped to drive the amounts wagered
during the year this was tempered by a number of other factors including
the introduction of a 5% turnover tax in Germany, the Group’s biggest
market, from 1 July 2012 that reduced the amounts wagered in Germany
during the second half of 2012. The closure of the bwin brand in Denmark
when the market regulated on 1 January 2012, also impacted the total
amount wagered versus the prior year. Having experienced a gross win
margin of 7.2% in the ﬁrst half, this increased sharply in the second half
thanks to a marked increase in Germany where customers were
encouraged to bet on longer odds and also because from August 2012 we
began to withhold 5% of players’ winning bets to cover the gaming tax
due. The net result was that gross win margins increased marginally yearon-year to 7.8% (2011: 7.7%) and gross revenue increased by 2% to €298.2m
(2011: €291.1m). A concerted effort to reactivate customers in the run up to
the 2012 Euro Championship meant that bonus costs increased year-onyear to €35.4m (2011: €31.4m).

6.2

791.9

Board of
Directors

Pro forma results

5.8

New player sign-ups (000s)

Responsibility &
relationships

262.8

Other revenue

Clean EBITDA

2011 Change

36%

Markets
and risks

Bonuses and other fair value
adjustments to revenue

2%

Actual

Review
of 2012

2012
€million

Year ended 31 December

The increase in metrics on an actual basis reﬂects the fact that in 2012
bwin was included for the full 12 months. The total amount wagered
increased by 32% driving both gross and net revenue. The increase in
bonus costs reﬂects the marketing push around the 2012 Euro
Championship.

Strategy

Sports betting

Actual results
Overview

There follows a more detailed review of the Continuing operations
including each of the individual product segments showing both actual
and pro forma results. Full details of all of the Group’s historical quarterly
key performance indicators (on pro forma basis) can be downloaded from
the Group’s website at: www.bwinparty.com

Glossary
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Review of 2012
Casino & games
Pro forma

Year ended 31 December
Total stakes

Actual

2012
€million

2011
€million

Change

2012
€million

2011
€million

Change

8,117.1

7,742.2

5%

8,117.1

7,054.2

15%

3.9%

4.0%

318.6

283.3

Gross win margin

3.9%

4.0%

Gross revenue

318.6

309.4

3%

Bonuses and other fair value
adjustments to revenue

(49.8)

(46.7)

(7%)

(49.8)

(45.8)

(9%)

Net revenue

268.8

262.7

2%

268.8

237.5

13%
167%

12%

Other revenue

2.4

1.0

140%

2.4

0.9

Total revenue

271.2

263.7

3%

271.2

238.4

14%

Cost of sales

(11.0)

(7.3)

(51%)

(11.0)

(7.2)

(53%)

Gross proﬁt

260.2

256.4

1%

260.2

231.2

13%

80.1

92.3

(13%)

80.1

83.2

(4%)

29.5%

35.0%

29.5%

35.0%

Clean EBITDA
Clean EBITDA margin

Having added seven new games to our portfolio during the ﬁrst half of
2012, we continued to expand our casino portfolio with a further eight
full-screen games, six mini-games and four games on mobile channels
added in the second half, all of which were developed in-house. While
PartyCasino’s performance was hampered by the declines in poker, bwin
casino performed strongly on the back of a full year of Italian casino that
opened in July 2011, as well as no-download and download versions of the
bwin casino having launched in February and May 2012 respectively. As
a result, casino betting volumes and net gaming revenue on bwin were
up by 14% and 13% respectively, mitigated by a softer performance on
PartyCasino that continues to rely on poker as a major source of player
trafﬁc. The addition of our new live dealer product has also proven
popular and represents a further opportunity for growth in 2013. Having
already secured a top three market position in Denmark, Italy and Spain
we are looking to grow further with our new proprietary mobile product
now live on bwin and PartyCasino.
A summary of the key performance indicators for the casino & games
business both on a pro forma and actual basis is shown in the table below:
Casino & games – Key Performance Indicators

Pro forma results
The Group’s casino & games business delivered a solid performance in
2012. The amount wagered increased by 5%, despite the fact that the bwin
casino business in Denmark was closed from 1 January and we also had
to close our Spanish slots business on 6 June 2012 (these games are not
allowed under the new Spanish regulatory regime). A slightly lower gross
win margin at 3.9% (2011: 4.0%) reﬂected a different mix of games played
on bwin casino and the loss of Spanish slots. Bonus costs in the second
half of 2012 were similar to that in the ﬁrst half resulting in net revenue
up 2% versus the prior year. Other revenue that includes B2B revenues
grew very strongly in the period following the launch of Danske Licens
Spil on 1 January 2012 and meant that total revenue was up 3% versus
the prior year.
The loss of Spanish slots from the beginning of June coupled with
increased gaming taxes meant that Clean EBITDA margins fell to 29.5%
(2011: 35.0%) and Clean EBITDA also declined to €80.1m (2011: €92.3m).
Actual results
The amount wagered increased by 15% reﬂecting a full 12-month
contribution from the bwin casino business as well as the impact of
offering download and no-download versions of our PartyCasino product
onto the bwin platform for the ﬁrst time. With gross win margins little
changed versus 2011, this fed through into gross revenue that increased
by 12% .
Actual Clean EBITDA declined by 4% reflecting the factors highlighted above.

Pro forma
Year ended 31 December

2012

Actual

2011 Change

2012

2011 Change

9.9

8.7

14%

9.9

10.3

(4%)

Daily average players (000s)

27.0

28.2

(4%)

27.0

23.8

13%

Yield per active player day (€)

27.2

25.5

7%

27.2

27.3

(0%)

New player sign-ups (000s)

134.3

148.3

(9%)

134.3

135.8

(1%)

Average daily net revenue (€000)

734.4

719.7

2%

734.4

650.7

13%

Active player days (million)

Active player days fell by 4% versus the prior year, in part reﬂecting
the challenging comparator in 2011 that was boosted by a strong
performance from Italy in the second half following the launch of online
casino as well as the launch of our own no-download casino on bwin.com
in November 2011. The loss of Spanish slots in June 2012 was a further
impediment to growth. Player yields continued to improve as the
proportion of pure play casino players increased as well as our efforts to
increase the yields from our bwin casino customers that are signiﬁcantly
below those for players on PartyCasino. The net result was that average
daily revenue in the period was up 2% on a pro forma basis and up 13% on
an actual basis.
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Poker – Key Performance Indicators

Poker

Actual
2012

2011 Change

36.7

(23%)

28.4

31.2

(9%)

100.5

(23%)

77.6

85.5

(9%)

2012

Active player days (million)

28.4

(6%)

Daily average players (000s)

77.6

9%

Yield per active player day (€)

6.1

5.7

7%

6.1

5.9

3%

390.6

720.7

(46%)

390.6

679.8

(43%)

474.9

574.5

(17%)

474.9

505.8

(6%)

2011
€million

Change

2012
€million

2011
€million

Change

Gross revenue

219.0

263.8

(17%)

219.0

234.1

Bonuses and other fair value
adjustments to revenue

(45.2)

(54.1)

16%

(45.2)

(49.5)

(17%)

173.8

184.6

(6%)

2.7

3.3

(18%)

2.7

2.9

(7%)

Average daily net revenue (€000)

Total revenue

176.5

213.0

(17%)

176.5

187.5

(6%)

Cost of sales

(21.9)

(25.0)

12%

(21.9)

(20.4)

(7%)

Gross proﬁt

154.6

188.0

(18%)

154.6

167.1

(7%)

28.5

30.0

(5%)

28.5

26.1

9%

16.1%

14.1%

16.1%

13.9%

The decision to renegotiate a number of our major afﬁliate deals (see
below) coupled with the removal of high stakes tables prompted a 46%
reduction in new player sign-ups and a 23% reduction in active player
days and daily average players. Having become clear that large numbers
of historic sign-ups were failing to generate positive ROI, we have re-based
our poker business which is focused on player value and a much improved
poker ecology. While this is reﬂected in the 7% uplift in player yields, the
net effect was a 17% decline in average net daily revenue, a trend we are
determined to reverse.

Clean EBITDA
Clean EBITDA margin

Pro forma results

Notice of Annual
General Meeting
Glossary

A summary of the key performance indicators for poker both on an actual
and pro forma basis is shown in the following table :

Share
information

Net revenue fell by 6% to €173.8m (2011: €184.6m). With B2B revenues ﬂat
because of the inclusion of an extra quarter, this resulted in a 6% decline
in total revenue. The management actions taken in the second half of
2012 referred to above meant that actual Clean EBITDA increased by 12%.

The ﬁnal stage of the plan will be the launch of a new version of
PartyPoker that is on-track to take place during the ﬁrst half of 2013.
Having analysed the online poker market and conducted extensive
customer research, it became clear that while the advent of social media
and new technologies have revolutionised the way that consumers
behave and entertain themselves, the online poker product has not really
changed for a decade. Our plan is to revitalise PartyPoker as a brand with
broad appeal, centred around the recreational player. We are not only
changing the way it looks and feels but also signiﬁcantly improving the
playing experience to one which meets the expectations of the modern
digital consumer.

Financial
statements

Actual results

The third element of our plan was the migration of the bwin.com
poker players onto PartyPoker.com that was completed in December 2012.
The migration has resulted in a signiﬁcant increase in the size of our
dotcom liquidity pool.

Governance

Overall, total poker revenue fell by 17% to €176.5m (2011: €213.0m). While
revenue was impacted by the factors mentioned above, the management
actions taken in the second half signiﬁcantly reduced costs and Clean
EBITDA margins recovered accordingly to deliver a full year margin of
16.1% (2011: 14.1%). As a result the impact of lower revenues was largely
mitigated and Clean EBITDA fell by 5% to €28.5m (2011: €30.0m).

Innovating our poker product was the second part of our plan and
we launched FastForward Poker onto PartyPoker.com in August
2012. The speed version of our Texas Hold ’em game is proving popular
with our players representing 30% of all cash game hands played.

Board of
Directors

Gross revenue fell 17% to €219.0m (2011: €263.8) with a large part of the
decline due to lower Italian revenues reﬂecting a decline in the market
as a whole (down 6.5% according to AAMS), as well as the impact of some
of the steps we are taking to improve our poker ecology and that are
described in more detail below. Bonus rates remained broadly unchanged
at 20.6% of gross revenue while other revenue, that includes revenue from
our B2B partners, also declined reﬂecting the wider challenges in the
online poker market.

In our half year results in August 2012 we set out a four point plan to
revitalise our poker business. The plan is on-track and we have already
improved our poker ecology through a number of discrete actions
including: the removal of high-stakes tables above $5/$10 thereby
reducing the likelihood that lower stakes (but net depositing) less
experienced players might lose to higher stakes, more experienced
players; at the same time this step improved our poker liquidity at lower
stake levels and we also removed high stakes heads-up tables for the
same reason. Other steps included the removal of badbeat jackpot tables
that tended to appeal to more experienced players and we also
renegotiated a number of key afﬁliate agreements that prompted
a number of higher stakes players to leave our sites, improving the
balance of casual and experienced players and improving the ecology.

Responsibility &
relationships

The trend in poker revenue and player activity continued into the second
half of 2012, reﬂecting challenging market conditions in several markets
including Italy as well as the short-term impact of certain management
actions (see below). As expected, the dotcom poker market continued
to decline in 2012, driven by the ring-fencing of certain newly regulated
markets and the impact of associated gaming taxes. In Spain, despite
having secured a top three position in the market, the overall market size
has turned out to be smaller than previously thought, perhaps a function
of the particularly challenging economic conditions in Spain.

Markets
and risks

209.7

Other revenue

Net revenue

Review
of 2012

173.8

New player sign-ups (000s)

Strategy

2011 Change

Year ended 31 December

2012
€million

Year ended 31 December

Pro forma

Actual

Overview

Pro forma
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Review of 2012
Bingo
Pro forma

Year ended 31 December

Actual

2012
2011
2012
2011
€million €million Change €million €million Change

Gross revenue

119.7

130.4

(8%)

119.7

124.9

(4%)

Bonuses and other fair value
adjustments to revenue

(56.2)

(66.7)

16%

(56.2)

(66.4)

15%

63.5

63.7

(0%)

63.5

58.5

9%

Other revenue

0.8

0.9

(11%)

0.8

0.9

(11%)

Total revenue

64.3

64.6

(0%)

64.3

59.4

8%

Cost of sales

(5.0)

(5.9)

15%

(5.0)

(3.5)

(43%)

Gross proﬁt

59.3

58.7

1%

59.3

55.9

6%

18.8

20.6

(9%)

18.8

19.8

(5%)

29.2%

31.9%

29.2%

33.3%

Net revenue

Clean EBITDA
Clean EBITDA margin

Pro forma results
Total revenue in bingo was ﬂat with an 8% reduction in gross revenue
offset by an equivalent reduction in bonuses. This reﬂected the
elimination of many customers that were marginally proﬁtable for
the business. Revenues in the second half grew 2% over the ﬁrst half
reﬂecting the launch of Binguez in Spain as well as the stabilisation
of revenue in Italy, following some loss in market share caused by new
entrants. Foxy Bingo has maintained its market leadership position in
the UK as has Gioco Digitale in Italy with an estimated 25% market share.
In Spain, our Binguez brand has secured a top three position with an
estimated market share of approximately 15%1.
The impact of lower revenues in Italy and the launch into Spain during the
second half meant that Clean EBITDA margins declined slightly to 29.2%
(2011: 31.9%). While this fed through into a small decline in Clean EBITDA to
€18.8m (2011: €20.6m), the second half delivered a 9% increase in Clean
EBITDA versus the ﬁrst half and this bodes well for 2013.

An additional quarter of Gioco Digitale in Italy was the primary driver
behind the increase in net revenue in the period. However, the year-onyear declines at Gioco Digitale meant that actual Clean EBITDA fell by 5%
versus the prior year.
A summary of the key performance indicators for bingo both on an actual
and pro forma basis is shown in the table below:
Bingo – Key Performance Indicators
Pro forma
2012

2011 Change

2011 Change

7.1

8.5

(16%)

7.1

8.0

(11%)

Daily average players (000s)

19.4

23.3

(17%)

19.4

21.9

(11%)

8.9

7.5

19%

8.9

7.3

22%

New player sign-ups (000s)

141.1

160.5

(12%)

141.1

156.6

(10%)

Average daily net revenue (€000)

173.5

174.5

(1%)

173.5

160.3

8%

1.

Company estimates

Other revenue
Other revenue, that includes revenue from network services, payment
services to third-parties, domain sales, software services, World Poker
Tour, Win and InterTrader was up 62% to €32.7m on a pro forma basis (2011:
€20.2m) and up 97% on an actual basis (2011: €16.6m). The primary drivers
of this increase were software services (through the acquisition of social
gaming assets during the year) and growing revenues from network
services and InterTrader.
Cost of sales
Pro forma

Year ended 31 December
Gaming taxes
Broadcasting costs
Other
Clean EBITDA cost of sales
Retroactive taxes and associated
charges
Total cost of sales

Actual

2012
2011
2012
2011
€million €million Change €million €million Change
82.8

65.7

(26%)

82.8

52.2

(59%)

3.5

1.8

(94%)

3.5

1.8

(94%)

2.4

1.8

(33%)

2.4

1.7

(41%)

88.7

69.3

(28%)

88.7

55.7

(59%)

31.5

–

n/a

31.5

–

n/a

120.2

69.3

(73%)

120.2

55.7

(116%)

Gaming taxes payable in newly regulated and to-be-regulated markets
remains the largest element within cost of sales. Excluding the €31.5m
charge (2011: nil) for retroactive taxes and associated charges in Spain,
the remaining €19.4m increase was primarily due to increased taxes in
Germany following the introduction of a 5% tax on sports turnover from
1 July 2012. During the year gaming taxes were paid in Argentina, Austria,
Denmark, France, Germany, Gibraltar, Italy and Spain. Other items within
cost of sales include television production costs in respect of WPT and
licensing costs. As more markets regulate, cost of sales and in particular
gaming tax as a proportion of total revenue can be expected to increase.

Actual
2012

Active player days (million)

Yield per active player day (€)

We have continued to leverage the social nature of bingo to promote our
brands and over the past year have more than doubled the number of
followers of Foxy Bingo and Cheeky Bingo on Facebook to 32,000 and
35,000 respectively. We are launching an all-new bingo product later this
year that will form the backbone of a single, integrated bingo offering that
ultimately will drive all of our bingo brands across all jurisdictions.

Pro forma results

Actual results

Year ended 31 December

The strategic decision to reduce bonus costs and focus on those players
generating the greatest returns impacted overall player activity resulting
in a 16% decline in active player days. There was however a corresponding
19% increase in player yield to €8.9 (2011: €7.5) resulting in average daily
revenues of €173,500, down 1% versus the prior year.

Actual results
Gaming taxes increased signiﬁcantly as a result of the inclusion of
bwin for an additional three months, with the additional quarter of
expenditure in Italy being the primary driver behind the increase in
cost of sales.
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Distribution expenses

Actual results

Year ended 31 December

Actual

2012
2011
2012
2011
€million €million Change €million €million Change

Customer acquisition and retention

157.2

148.3

(6%)

157.2

124.4

(26%)

23%

53.5

64.3

17%

8.4

29%

6.0

8.0

25%

Third-party content

34.0

33.3

(2%)

34.0

29.6

(15%)

Webhosting and technical services

28.6

21.7

(32%)

28.6

19.9

(44%)

279.3

281.4

1%

279.3

246.2

(13%)

0.9

–

n/a

0.9

–

n/a

Clean EBITDA distribution expenses
Reorganisation expenses
Total distribution expenses

Distribution expenses as a % of
total revenue

280.2

281.4

34.8%

34.5%

35.0%

34.5%

0%

280.2

246.2

34.8%

35.6%

35.0%

(14%)

35.6%

Reorga
Reo
rga
ganis
nisati
ation
on exp
expens
enses
es
€300
3 0m

Th rdThi
d-par
party
ty con
conten
tentt

€2500m

Customer bad debts

€2000m

Afﬁliates

€1500m

19.6%

40.9

43.1

5%

40.9

37.0

(11%)

133.6

130.2

(3%)

133.6

110.9

(20%)

Outsourced services

28.4

20.4

(39%)

28.4

13.6

(109%)

Other overheads

69.5

72.9

5%

69.5

59.9

(16%)

Transaction fees
Staff costs

Clean EBITDA
administrative expenses

272.4

266.6

(2%)

272.4

221.4

(23%)

Depreciation

21.3

20.9

(2%)

21.3

18.9

(13%)

Amortisation

95.5

132.5

28%

95.5

125.6

24%

Impairment losses

2.0

408.7

100%

2.0

408.7

100%

Reorganisation expenses

4.7

6.4

27%

4.7

6.3

25%

395.9

835.1

53%

395.9

780.9

49%

20.1

12.5

(61%)

20.1

12.0

(68%)

51%

416.0

792.9

48%

34.5%
34.5%
0.0%
%
2.7%
4.1%
1 0%
1.0%
8.5%

Administrative expenses

416.0

847.6

18.2%

Clean EBITDA administrative
expenses as a % of total revenue

34.0%

32.7%

34.0%

32.0%

Administrative expenses as a % of
total revenue

51.9%

103.9%

51.9%

114.7%

€1000m

Administrative expenses before
share-based payments
Share-based payments

€500m

Pro forma results

0
2012

2011

Notice of Annual
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Depreciation remained stable at 2.7% of total revenue (2011: 2.6%) while
the amortisation charge, that largely relates to intangibles acquired as
part of the Merger, fell by 28% to €95.5m or 11.9% of total revenue (2011:
16.2%). This was due to a decrease in the amortisation charge associated
with the intangible assets acquired as part of the bwin acquisition, which
are not amortised on a straight line basis but on a decreasing balance
to reﬂect the normal attrition curve of players, and were impaired last
year. Reorganisation costs fell signiﬁcantly in 2012 and were driven by
further changes to the organisation blueprint. Total Merger-related
transaction and reorganisation costs are still expected to be within the
€50m originally announced.

Share
information

Customer acquisition and retention expenses increased both in absolute
terms as well as a percentage of total revenue, representing 19.6% of total
revenue in 2012 (2011: 18.2%). This increase reﬂects a signiﬁcant marketing
campaign ahead of the Euro 2012 Championship together with launches
into the newly regulated markets of Spain and Denmark. The decision
to reduce our reliance on poker afﬁliates reduced associated costs
signiﬁcantly to 6.7% of total revenue (2011: 8.5%). Customer bad debts
also improved to 0.7% of revenue (2011: 1.0%) reﬂecting improved fraud
management as well as the increasing proportion of revenue coming
from locally regulated markets where bad debts tend to be
lower. Our third-party content costs increased slightly to 4.2% of revenue
(2011: 4.1%), reﬂecting the continued strong performance of our slots
business and increased streaming content for our sports betting
platform. Webhosting and technical services costs increased to 3.6%
of total revenue (2011: 2.7%) reﬂecting the cost of developing bespoke
systems and other customised requirements for newly regulated
markets including Denmark, Spain, Schleswig-Holstein and Belgium.

Financial
statements

Pro forma results

Transaction fees fell to 5.1% of total revenue (2011: 5.3%) reﬂecting the
beneﬁt of an increasing proportion of our payments volume now going
through our in-house payments operation, Kalixa. Staff costs increased
by 3% in absolute terms reﬂecting wage inﬂation partially mitigated by
synergy beneﬁts. Outsourced services increased to 3.5% of total revenue
(2011: 2.5%) reﬂecting the impact of the acquisition of Orneon in May 2012
as well as additional technical support staff required for the migratory
development work. Now that we are nearing completion of the technical
integration, it is expected that these costs will fall. Other overheads fell by
5%, the result being that Clean EBITDA administrative expenses increased
to 34.0% of total revenue (2011: 32.7%).

Governance

Customer acquisition
and retention

35.0%
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Year ended 31 December

Actual
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Clean EBITDA distribution expenses as a % of total revenue

Pro forma

Markets
and risks

Clean EBITDA distribution expenses
as a % of total revenue

Administrative expenses

Review
of 2012

69.7

6.0

Strategy

53.5

Customer bad debts

Afﬁliates

With the exception of afﬁliate and bad debt expenses, that both fell
due to the reasons outlined above, all distribution expenses increased
in the year as a result of the inclusion of bwin for an additional three
months. However, as a percentage of total revenue actual Clean EBITDA
distribution expenses fell to 34.8% of total revenue (2011: 35.6%).

Overview

Pro forma
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Review of 2012
Cashﬂow
Clean EBITDA administration expenses as a % of total revenue

2012

Other
er ove
overhe
rheads
ads
Outsourced services
Ou
Staff costs
Transaction fees

Year ended 31 December

€30
€300
3 0m
€2500m
€2000m
€1500m

34.0%

32.7%

8.7%

8.9%

3.5%

2.5%
16.0%

Clean EBITDA
Exchange differences

€1000m
€500m
5.1%

5.3%

2012

2011

Total
€million

2011
Continuing Discontinued
€million
€million

Total
€million

164.9

(21.3)

143.6

168.3

(13.1)

155.2

(5.3)

0.2

(5.1)

(4.5)

0.4

(4.1)

0.6

–

0.6

(0.1)

–

(0.1)

Movement in trade
and other receivables

(21.9)

2.4

(19.5)

(23.0)

2.1

(20.9)

Movement in trade
and other payables

(41.6)

(13.8)

(55.4)

(24.8)

(19.9)

(44.7)

Movement in provisions

(10.1)

–

(10.1)

(7.3)

–

(7.3)

Income taxes paid

(8.2)

–

(8.2)

(3.9)

–

(3.9)

Other

(0.3)

–

(0.3)

0.9

–

0.9

Net cash inﬂow
(outﬂow) from
operating activities
pre-merger related
costs

78.1

(32.5)

45.6

105.6

(30.5)

75.1

Merger-related costs

(0.1)

(0.5)

(0.6)

(12.0)

(0.3)

(12.3)

Reorganisation costs

(5.6)

–

(5.6)

(6.3)

–

(6.3)

Retroactive taxes and
associated charges

(31.5)

–

(31.5)

–

–

–

40.9

(33.0)

7.9

87.3

(30.8)

56.5

1.0

–

1.0

1.0

–

1.0

Purchase of own
shares

(51.5)

–

(51.5)

(27.5)

–

(27.5)

Dividends paid

(33.0)

–

(33.0)

(15.0)

–

(15.0)

Repayment of bank
borrowings

(32.6)

–

(32.6)

(8.6)

–

(8.6)

36.4

–

36.4

–

–

–

–

–

–

156.8

2.4

159.2

(13.7)

–

(13.7)

–

–

–

(8.3)

–

(8.3)

(6.4)

–

(6.4)

Capital expenditure

(29.2)

–

(29.2)

(28.8)

(1.8)

(30.6)

Purchases of
intangible assets

(10.5)

–

(10.5)

(9.6)

(1.4)

(11.0)

Movement in inventory
16.7%

Continuing Discontinued
€million
€million

0

Actual results
All Clean EBITDA administrative expenses increased due to the
Merger. The underlying year-on-year movements are explained using
the pro forma ﬁgures above.

Net cash inﬂow
(outﬂow) from
operating activities

Taxation
The tax charge for the period is €1.4m (2011: credit of €8.2m) reﬂecting
an effective tax rate for Continuing operations of 6.0% (2011:
2.0%). The deferred tax credit of €11.6m (2011: €20.0m) is related to the
release of deferred tax provisions set up on acquisition arising from
amortisation of short life intangible assets.

Issue of ordinary shares

Net cash
As at
31 December
2012
€million

As at
31 December
2011
€million

169.7

289.0

31.5

39.7

Loans and borrowings

(36.4)

(33.2)

Net cash

164.8

295.5

Cash and cash equivalents
Short-term investments

Payment service providers (less chargeback
provision)

New bank borrowings
Net cash acquired
Acquisitions
Acquisitions – deferred
payment

Purchase of
investments

68.6

59.3

(4.1)

–

(4.1)

(14.6)

–

(14.6)

233.4

354.8

Repayment of loan

2.3

–

2.3

–

–

–

Less: Client liabilities and progressive prize pools

(136.7)

(156.2)

Net cash including amounts held by processors
less client liabilities

Sale of assets held
for sale

–

8.2

8.2

–

–

–

96.7

198.6

Decrease in short-term
investments

Net cash including amounts held by processors

Other
Net cashﬂow

8.3

–

8.3

–

–

–

(0.9)

–

(0.9)

–

–

–

(94.9)

(24.8)

(119.7)

134.6

(31.6)

103.0
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In respect of returning funds to shareholders, the Group’s share buyback
programme continued into 2012 with a further €51.5m spent, including
shares that were bought back by the Employee Beneﬁt Trust using cash
gifted to the trust by the Group. Dividends paid during the year amounted
to a further €33.0m.
Capital expenditure was ﬂat year-on-year. The replacement of an expiring
bank facility generated an additional €3.8m (net) in the year.

Q4 12

Sports betting

850,000

868,000

(2%)

Casino & games

760,000

832,000

(9%)

Poker

482,000

552,000

(13%)

312,000

344,000

(9%)

2,404,000

2,596,000

(7%)

10 weeks ended
11 March 2013

Q4 12

Change

Sports betting

772,000

829,000

(7%)

Casino & games

634,000

696,000

(9%)

Poker

385,000

439,000

(12%)

Bingo

155,000

188,000

(18%)

1,946,000

2,152,000

(10%)

Bingo
Total

The effect of all these movements was that net cashﬂow from Continuing
operations was an outﬂow of €94.9m in the year (2011: inﬂow of €134.6m).

The cash outﬂow relates primarily to the repayments made under the
Non-Prosecution Agreement (‘NPA’). The last repayment under the NPA
was made in September 2012.

By order of the Board of Directors
Martin Weigold
Chief Financial Ofﬁcer
bwin.party digital entertainment plc
15 March 2013

Glossary

The total number of bwin.party shares in issue as at 14 March 2013 is
813,806,201 and the total number of voting rights in issue is 807,340,505
(total number of shares minus 6,465,696 shares held by the employee
beneﬁt trust in respect of which the voting rights have been waived).

The principal risks facing the Group are unchanged from those reported in
the Group’s annual report for the year ended 31 December 2011 and are
disclosed on page 56.

Notice of Annual
General Meeting

Using the authorities granted by shareholders at the 2011 and 2012 AGMs
to repurchase up to 10% of the Company’s issued share capital, in 2012
the Company bought back 27,256,981 shares for cancellation at a total
cost, including commission of £40.1m. The Company has not purchased
any shares for cancellation since the year end.

Principal risks

Share
information

Share repurchases

Total

Financial
statements

The Board is recommending a 10% increase in the ﬁnal dividend to 1.72p
per share which together with the interim dividend of 1.72 pence per
share makes a total dividend of 3.44p per share for the year ended
31 December 2012 (2011: 3.12p). The ﬁnal dividend, if approved at the
Annual General Meeting, will be payable to shareholders on the register
of shareholder interests on 24 May 2013 (the ‘Record Date’). It is expected
that dividends will be paid on 24 June 2013. Shareholders wishing to
receive dividends in Euros rather than pounds sterling will need to ﬁle
a currency election and return it to the Group’s registrars on or before
31 May 2013.

Governance

Dividend

Pro forma and Actual
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Net average daily revenue (€)

Discontinued operations

Change

Responsibility &
relationships

In 2011, the net cashﬂow from Continuing operations beneﬁted from
€156.8m of net cash acquired from the Merger.

Pro forma and Actual
10 weeks ended
11 March 2013

Gross average daily revenue
(€)

Markets
and risks

In respect of acquisitions and new investments, a total of €35.9m was
invested in new businesses that are involved in social gaming and related
areas, as well as the buyout of the ongoing royalty participation in the
World Poker Tour.

A summary of the current trading performance relative to the fourth
quarter of 2012 is shown below:

Review
of 2012

Our current trading in January and February was impacted by some user
experience issues following the dotcom migration in December 2012, the
impact of which was slightly higher than expected. It was also impacted
by decisions taken in January 2013 to increase our focus on nationally
regulated markets and on high value customers. The result was that in the
period to 11 March 2013 average gross daily revenue was down 7% versus
the fourth quarter of 2012 to €2.4m (Q4 12: €2.6m). However, Clean EBITDA
margins for the same period are running higher than expected which has
mitigated the revenue shortfall. The migration issues have now stabilised
and with the launch of a series of new products and services later this
year we remain conﬁdent about the outlook for the full year.

Strategy

Current trading and outlook

Operating cashﬂow fell by €46.4m to €40.9m primarily due to retroactive
taxes and charges that were paid in Spain and additional gaming taxes
paid. The negative working capital movement in the year was primarily
due to a withdrawal of player balances following certain operational
measures that were taken to improve the poker ecology and the buyout
of the ongoing revenue participation in the World Poker Tour from
Blackridge Oil & Gas (formerly Ante 5).

Overview

Continuing operations
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Markets and risks

our markets, products and brands
We have leading positions in each of our four
product categories and are also expanding into
social gaming.
The following pages provide an insight into the
dynamics of each of these areas of our business.

Casino & games
see page 48

Poker
see page 50
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see page 46

Social gaming

see page 52

Glossary

see page 54
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Bingo

Overview

Sports betting
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Spotlight on
Sports betting

Bet type:
Against the house
or bookmaker
Key offer:
Odds on a broad range of
sports both pre-event and
‘live’ or ‘in-running’ where
customers can place a bet
after the game or event
has started
Variations:
Single bets as well as
combination or accumulator
bets on multiple results and
special bets on individual
elements such as ‘ﬁrst
goal scored’

Key brands:

bwin
betoto
Gamebookers
Gioco Digitale
PartyBets

Market snapshot
The global online sports betting market is highly fragmented, with a large number
of privately owned companies in addition to a few large publicly-listed operators.
Excluding the US, the global online sports betting market was estimated to be worth
€10.5bn in gross gaming revenue (‘GGY’) in 2012, an increase of 8.7% on the prior year.
This growth is forecast to continue, with the market worth an estimated €12.9bn by 2015,
a CAGR of 7.1%1.
Success factors
Offering odds on a wide variety of sporting events is important but so too is scale and
brand strength. By having a broadly-based pool of bets, a sports book operator is better
able to balance its exposure to risk. Customers bet against the house and so it is possible
for the operator to lose money if it fails to set odds correctly. But, across a wide variety
of bets and events, an operator should be able to make a positive return, or gross win
margin. The increasing popularity of live betting means that operators also need to
be able to offer an extensive range of live bets in order to remain competitive. Betting
through mobile devices is also becoming more popular and being available on all
channels is also becoming a further source of value.

How we make money:
Gross revenue is total amount wagered less winnings (gaming taxes due that are
passed on to consumers may also be withheld by the operator). By offering attractive
odds to customers, bookmakers seek to balance the portfolio of bets taken on a
particular event so that they achieve a targeted return or ‘gross win margin’ based
on the expected outcome. By predicting the correct result more often than not, a
bookmaker can achieve an average gross win margin of 6–8% of the total amount
wagered, depending upon the mix of live and pre-event betting that tends to generate
different returns as summarised below:
Example revenue model

Live

Amount wagered
Typical gross win margin
Gross revenue
Less bonus costs
Net gaming revenue

1.

H2 Gambling Capital – February 2013

Pre-event

Total

700

300

1,000

6%

14%

8%

42

42

84

10%

10%

10%

38

38
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Discover more at:
www.bwinparty.com/productsandbrands
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Each of our sponsorships is subject to a continuous process of evaluation including the
impact on customer acquisition, brand awareness and the media value obtained.
As seen through our partnership with Manchester United, in 2012 we began to evolve
our sponsorship strategy to focus on social media and social gaming, online and mobile
integration, reﬂecting the shift in consumer usage of these channels.

Responsibility &
relationships

Sponsorship
Signature sponsorships have always been a key aspect of our sports marketing
programme and reﬂect our close connection with the world of sport. We focus on
European football and in 2012 we enhanced our activity through the launch of a digital
partnership with Manchester United, complementing our relationship with Real Madrid;
our premium partnership with FC Bayern Munich; and the title sponsor of Italy’s secondtier football league, Serie B. Away from football, bwin sponsors MotoGP, the International
Basketball Federation (‘FIBA’) European and World Championships, Euroleague
Basketball and Pro Padel.

Markets
and risks

Mobile
Since launching our ﬁrst mobile product in 2001, we have continued to innovate with the
addition of dedicated mobile apps on several different platforms. In 2012 we enhanced
our mobile sports offer with the launch of a new touch-based mobile portal ahead of
Euro 2012 and optimised our existing native app portfolio for the iOS and Android
operating systems. We have seen a 81% year-on-year increase in sports betting revenue
generated from our mobile channel in 2012. Further upgrades to our mobile offer have
been limited, pending the migration of our technology to a single platform. This will
change in 2013 with the launch of an all new mobile sports betting offer during the year.

Review
of 2012

Extended reach
bwin’s sponsorship of basketball
spans across Europe.

As well as pre-event betting, we revolutionised the industry in 2002 with the creation of
the ﬁrst live bet on bwin.com, enabling customers to bet on live sports events. We now
offer live multi-bets and integrate real-time streaming of audio and video coverage
including all games in the German Football Bundesliga, games from the Spanish Liga
BBVA (Primera Division), as well as the qualiﬁers for the Champions League, the Europa
League and the European Championships, to name but a few.

Strategy

While many of our processes are automated, more than 100 bookmakers are responsible
for managing our sports offer and work around the clock to manage odds on sports
including all popular ball-related sports, US sports and motorsport such as Formula 1
and MotoGP. By far our most popular sport is football, where we offer odds on more than
500 leagues in over 100 different countries.
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Overview

Our offer
Sports betting is our second-largest product vertical, generating total revenue in 2012
of €262.9m (2011: €260.6m pro forma) or 32.8% of the total and Clean EBITDA of €42.7m
(2011: €64.3m pro forma) 25.8% of the total2. Our primary brand is bwin, a pioneer in
online sports betting and which today offers odds on more than 90 different sports in
22 different languages with up to 30,000 bets being placed simultaneously. We also
operate a number of smaller brands including Gamebookers, Gioco Digitale and
PartyBets, which are focused on regional markets. Our diverse geographical footprint
means that our sports betting performance is not directly comparable with other, mainly
UK-focused sports books.

Glossary

2.

Continuing operations – after deducting unallocated corporate
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Spotlight on
Casino & games

Bet type:
Against the house that
extracts a statistical margin
or ‘edge’ being a ﬁxed
percentage of the amount
wagered. The edge varies
depending upon which game
is being played
Key offer:
A variety of slot games,
jackpot slots and traditional
table casino games such as
blackjack and roulette
Variations:
Casino tournaments, rafﬂe
jackpot slots, virtual racing,
video poker and live dealer

Key brands:

PartyCasino
bwin
Gioco Digitale

Market snapshot
Online casinos were some of the ﬁrst online gaming sites to emerge in the mid-1990s and
have been one of the best performing segments of the online gaming sector. Excluding
the US, the global online casino market was estimated to be worth €4.7bn of GGY in 2012,
up 7.9% versus 2011. It is forecast to reach €6.5bn by 2015, implying a compound annual
growth rate of 11.3%3.
Success factors
As play is against the house, player liquidity is not as important as in poker. However,
scale does mean that an operator is able to offer larger jackpot prizes and this can act as
a major draw for customers. Reputation is also important as players need to be conﬁdent
that games are fair and that if they win a major prize, the operator will pay them. Having a
broad range of popular games that is continually being refreshed with new content is
another important success factor, ensuring that players can always ﬁnd a game they
want to play.
Our offer
Our online casino business has a global footprint and is a market leader. In 2012, Casino &
games generated total revenue of €271.2m (2011: €263.7m pro forma) or 33.5% of the total
and Clean EBITDA of €80.1m (2011: €92.3m pro forma), 48.6% of the total4. These represent
an increase of 3% and decrease of 13% over the previous year respectively.
In addition to our dotcom offer, our casino products are licensed in Italy, (including slot
games, which were introduced in December 2012) where we operate under the local
Gioco Digitale brand, in Denmark under the PartyCasino brand and in Spain (since June
2012) where we offer table-based casino games under the bwin and PartyCasino brands
(slots are currently not permitted by the regulation).

How we make money:
Gross revenue is total stakes less prizes paid out. Games pay out randomly and
therefore over short periods, revenues can be volatile but over time will gravitate to
the pre-determined rate of return or ‘edge’. Prizes for progressive or jackpot slots are
accrued out of gross revenue.
Example revenue model

Total

Amount wagered

1,000

Typical gross win margin

3%

Gross revenue

30

Less bonus costs
Net gaming revenue

3.
4.

H2 Gambling Capital – February 2013
Continuing operations – after deducting unallocated corporate

15%
25

In casino, ‘content is king’ and we have developed a unique and diverse portfolio of
games including those produced in-house such as Melon Madness, Score, Ride of the
Valkyries and Dr. Carter’s Gene Machine. To supplement our own branded content, we
have partnered with several other brand owners to build an exclusive range of unique
slot games including The Godfather Part I, Rambo, Terminator, Sin City, Gone With
The Wind and Resident Evil.
Developing our own games is a key point of differentiation from competitors that rely
on third-party suppliers for their content. While this differentiation is an attraction
for customers, we also offer many well-established online slot games licensed from
third-parties such as Monopoly, Midas Millions and Cleopatra.

Overview

We continue to develop innovative game formats such as Circus, the ﬁrst role-playing
slot game, and Rafﬂe Jackpot which guarantees pay-outs at a pre-determined time.
Our jackpot strategy is a major draw for customers and with Melon Madness we paid
out a single jackpot prize of $7.5m in 2013.
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Discover more at:
www.bwinparty.com/productsandbrands
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Mobile
As with sports betting, the mobile channel represents an exciting channel for future
growth in our casino segment. In 2012 we launched a new mobile browser-optimised
offer under the bwin casino brand which was followed by a PartyCasino offering in the
ﬁrst quarter of 2013. Further games will be added under both brands throughout the
coming year. In the second half of 2013 the Group will be transforming its production
process to enable us to offer games simultaneously on PCs, mobile and tablet devices.
Whilst we are continuing the development of native apps for the iOS and Android
platforms, we have prioritised a browser-based approach to best maintain control
of the customer offer.

Markets
and risks

New channels
Historically the majority of customers arrived at our casino sites having ﬁrst played
at one of our other gaming verticals. For PartyCasino, the majority of these customers
arrive via our PartyPoker brand, while bwin casino players come via the bwin sports
betting site. Customers that come directly to casino games typically play more and are
consequently of higher value and not having come from our other gaming sites, do
not ‘cannibalise’ other revenue streams. In October 2012 we announced that we had
entered into an exclusive partnership with Zynga, the world’s leading producer of social
games, to provide real money casino and poker services in the UK. Under the terms of the
arrangement, Zynga’s real money casino is based upon our market-leading software,
complemented by a number of bespoke features including FarmVille-branded slots
which have been produced by our in-house team.

Review
of 2012

Casino products are offered in both download and instant play variants, the latter, which
is the most popular of the two options, does not require the installation of any software
onto the customer’s computer.

Going places
Production of mobile games
will be transformed in 2013 as
we increase our footprint on
mobile and touch devices.
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Spotlight on Poker

Key brands:

PartyPoker
bwin
Gioco Digitale
WPT poker

Market snapshot
Online poker is the third-largest segment of the online gaming market. Excluding the US,
the global online poker market stagnated in 2012, with its values estimated to be €2.9bn
of GGY, up by just 0.2% on 2011. It is forecast to return to growth over the next few years,
reaching €3.7bn by 2015, implying a compound annual growth rate of 8.2%5.
Bet type:
Peer-to-peer
Key offer:
Texas Hold’em is the most
popular variant, played in
both cash game and
tournament formats. In cash
games, players directly bet
against each other while in
tournament play, chips are
used as a virtual currency,
with a knockout format
adopted where the winner
is the player who ultimately
wins all of the allotted chips
Variations:
Other formats include
Omaha and 7 Card Stud in
both standard and Hi/Lo
versions. In 2012 we launched
FastForward, a ‘quick-ﬁre’
variant of Texas Hold ’em
where players who fold are
immediately dealt in at a
new table

This recent weak performance when compared with other products can in part be
explained by a number of factors that have affected the dotcom online poker market
over the past decade. The ﬁrst was when a change in US law prompted many of the
world’s largest poker operators to withdraw from the market while others remained and
became dominant players in the sector. The second was the advent of a new regulatory
concept, being ring-fenced player liquidity. Italy was the ﬁrst market to effectively
remove all of its players from the dotcom liquidity pool, a step which has been followed
by France and Spain. By fragmenting player liquidity, the quality of the poker players’
experience is reduced and this has impacted the value of the global online poker market.

How we make money:
The Group does not act as principal but facilitates games and in cash games takes a small
commission on the amount wagered on each hand referred to as ‘rake’. In tournaments
we charge an entry fee.
Example revenue model

Total

Amount wagered

1,000

Typical gross win margin
Gross revenue
Less bonus costs
Net gaming revenue

5.

H2 Gambling Capital – February 2013

2%
20
18%
16

Raising the stakes
WPT has extended its reach around the world
with a range of international developments.

Success factors
In addition to excellent software and safe and secure payments, having sufﬁcient player
liquidity is a prerequisite for success in online poker. It means that players can quickly ﬁnd
a table to play at the stakes they want. Being able to offer attractive tournaments and
promotions are also important for success.
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Mobile
In December 2012 our ﬁrst native PartyPoker mobile app was launched on the platform,
augmenting our existing native app products which are offered under the bwin brand.
PartyCasino and bwin Casino went live on mobile in February 2013 and a PartyPoker app
on iOS is expected to launch in the ﬁrst half of 2013 with further optimisations and an
HTML5-based product to be rolled out later in the year.

Board of
Directors

Since its acquisition, WPT has expanded its reach both inside and outside the US, hosting
a total of 55 main events in 2012 up from 29 in 2011. Now into its eleventh season, WPT
programming is broadcast in over 150 countries and viewership increased by 9% over
2011, maintaining its number one rating on Fox Sports Networks for the second
consecutive season. Club WPT, the Group’s subscription poker offer, increased its
subscriber base by 52% in 2012, maintaining its position as the largest subscription
poker service of its kind in the US.

Responsibility &
relationships

World Poker Tour
The World Poker Tour (‘WPT’), while not included in our poker segment from a ﬁnancial
reporting perspective, is an important part of our overall poker offer. WPT was a major
force behind the explosive growth in the early years of online poker, breaking new
ground by televising high stakes tournaments that proved to be a hugely popular format.
Televised coverage of poker games has soared since the WPT enabled viewers to see
each player’s cards during a game, enhancing the broadcasting appeal.

Markets
and risks

As with casino, (see pages 48 and 49) our agreement with Zynga includes the introduction
of real money poker using the Zynga brand in the UK, with players joining our dotcom
poker liquidity pool.

Review
of 2012

As well as PartyPoker, we will continue to use bwin brand that remains strong in poker
and is an important source of customers. In France, Spain, Belgium and Italy we operate
dotnational poker sites. In France a large part of our liquidity is driven through our
strategic alliance with PMU, the French horseracing giant, while in Italy our largest brand
is Gioco Digitale that was acquired in 2009.

Strategy

We offer the full suite of online poker games in both a cash game and tournament
format. As highlighted on pages 32 and 33, PartyPoker will undergo a complete relaunch
in 2013 which will include not only totally new branding but a fundamental overhaul of
the player experience. In advance of the relaunch we have taken steps to improve the
‘ecology’ of our poker liquidity by reducing the number of higher-stakes and experienced
players, in favour of lower stakes, more casual players.

Overview

Our offer
Against this backdrop, our poker network, that now combines the player liquidity of our
two leading poker brands, PartyPoker and bwin, is one of the largest networks outside
of the PokerStars/Full Tilt nexus. This position was secured in December 2012 following
the migration of bwin.com poker players to the PartyPoker network. In 2012 our poker
segment generated total revenue of €176.5m (2011: €213.0m pro forma) or 21.7% of the
total and Clean EBITDA of €28.5m (2011: €30.0m pro forma), 17.3% of the total6.
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Discover more at:
www.bwinparty.com/productsandbrands
Glossary

6.

Continuing operations – after deducting unallocated corporate
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Spotlight on Bingo

Key brands:

Foxy Bingo (UK)
Cheeky Bingo (UK)
Gioco Digitale (Italy)
Binguez (Spain)

Market snapshot
Bingo, our smallest real money product vertical, is a highly dynamic market with a
dedicated player base. Excluding the US, the global online bingo market was estimated
at €1.5bn of GGY in 2012, up 9.3% on 2011. It is forecast by H2GC to reach €1.9bn by 2015,
implying a compound annual growth rate of 8.7%.
Bet type:
Bingo players buy draw
tickets to win an
accumulated jackpot from
which the house takes a rake

The UK is the world’s largest single bingo market, estimated to be worth €397.4m of GGY
in 2012 (2011: €381.5m)7, our primary brand is Foxy Bingo, the UK’s number one bingo site
supplemented by a number of secondary brands including Cheeky Bingo, which targets
a younger demographic. Gioco Digitale is our leading brand in the Italian market while
Binguez targets Spanish-speaking customers.

Key offer:
75 and 90-ball bingo, with
guaranteed and progressive
jackpots

Success factors
Like poker, player liquidity in bingo is important for long-term success. As a pari mutual
game, the more players there are then the bigger the potential prizes on offer that itself
acts as a draw for customers. The online bingo experience has sought to replicate many
of the ofﬂine bingo characteristics including the ability for players to socialise through
online chat rooms. Our scale meant that during the second half of 2012 Foxy Bingo
offered three consecutive jackpot prizes of £100,000, helping it to maintain its market
leading position in the UK market. Another important success factor and business driver
for online bingo operators are side games that are played while the main bingo game is
taking place.

Variations:
Side games include
tournament bingo, team
bingo and casino-type
games, including slots

How we make money:
We take a percentage of each virtual bingo card sold, with the majority making up the
prize fund. Revenue on side games and casino games is a statistical gross win margin
Example revenue model

Total

Amount wagered

1,000

Typical gross win margin
Gross revenue
Less bonus costs
Net gaming revenue

7.

H2 Gambling Capital – February 2013

35%
350
50%
175

Strategy

Discover more at:
www.bwinparty.com/productsandbrands
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Overview

Our offer
We offer a variety of bingo games at varying stake levels, and also a range of side games
and slots. Our bingo business generated total revenue of €64.3m (2011: €64.6m pro forma)
or 7.9% of the total and Clean EBITDA of €18.8m (2011: €20.6m), 11.4% of the total8.
Our primary markets for bingo are currently the UK and Italy where we have built leading
market positions through the historical acquisitions of Cashcade and Gioco Digitale
respectively. We launched Binguez into the newly regulated Spanish market in June 2012.
While Binguez is hosted on our new target technology platform, our Cashcade brands
remain hosted on a third-party platform until 2014 and Gioco Digitale operates on its
own bespoke platform. We plan to launch new versions of our Spanish and Italian brands
during 2013.

Review
of 2012
Markets
and risks
Responsibility &
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Directors
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Pack leader
Foxy Bingo is one of the UK’s
most popular online brands.

Financial
statements
Share
information
Notice of Annual
General Meeting
Glossary

8.
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Markets and risks

Key brands:

Spotlight on
Social gaming

Key applications:
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Bet type:
Social gaming players use
virtual currency to play
the games
We are focused on the
‘freemium’ model whereby
players are given chips for
free but can choose to buy
more to continue playing
Key offer:
Virtual currency and based
slots, bingo with, casino,
sports betting, and poker
games to follow

Win.com
Slots Craze
Cheeky Bingo

Market snapshot
The advent of social gaming has been a spectacular success story over the past three
years. During this period, revenue models have evolved extensively so that what
previously was an interesting internet phenomenon has become a large commercial
marketplace. Within the broader social gaming sector, gambling-based games are the
fastest growing genre, representing a market valued at approximately $1.7bn in 2012 and
predicted to rise to $2.6bn by 2015, implying a compound annual growth rate of 11.2%9.
The social gaming sector offers games through a variety of online channels, the largest
of which include social networks such as Facebook and mobile operating platforms such
as iOS and Android. Unlike the real money gaming market, social games are not subject to
licensing and regulation and can be offered in a broader number of markets including
the United States and Asia.

How we make money:
Free virtual currency is provided on sign-up. Customers can then purchase additional
virtual currency to advance game play, open new features or send gifts to their friends
– this is the so-called ‘freemium’ model. Successful applications can achieve conversion
rates from free to paying customers of 2% or higher with average revenue per paying
user per month of around $20. Advertising can provide additional revenue through offers,
banners and search. A summary of illustrative conversion rates and costs and value per
user are shown below.
Conversion

Cost per user

Value per user

Ad impression

0.1%

$0.5

$1.5

Installation

50%

$1.0

$3.0

Active user

70%

$1.55

$6.0

Paying user

4%

$35

$200

Whale

3%

$1,000

> $2,000

9.

SuperData Research, Morgan Stanley
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We followed this in March 2013 with the launch of a bingo-based product under our
Cheeky Bingo brand. Also in the Win development pipeline for 2013 is a sports betting
game which is being developed in conjunction with Nordeus, the creators of Top Eleven,
currently the most successful sports app in the social gaming arena. A casino-based
social gaming product is also planned for 2013.

Review
of 2012

Let’s go crazy
With a suite of games to choose from,
Slots Craze offers players a variety
of different genres including casino
and adventure.

Our offer
Social gaming can be used to describe a broad range of different gaming applications.
Through Win we are focused on gambling-themed games where we can best leverage
the broader Group’s expertise. Following the testing of several beta games in 2012,
Win launched its ﬁrst fully-ﬂedged product, Slots Craze, in February 2013 which offers
a variety of highly original and engaging slot games within a single application portal.
Initially offered via Facebook and iOS, the game will be extended to Android later in 2013.

Strategy

Whilst a relatively new business phenomenon, we have established a specialist
management team and acquired the team of software developers who built a number
of the world’s leading social gaming applications and platforms including Slotomania
and Playtika. Combining this expertise with the wider assets within the Group, we are
optimistic about our prospects for social gaming. We have developed and released
a robust end-to end, proprietary analytics platform called WinSight to support our
in-house and partner game applications.
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Overview

Success factors
We launched our social gaming strategy in May 2012 with the formation of Win, a
dedicated social gaming business. Several of the assets and skills required for success in
the social gaming world are the same as those required by successful companies in the
real money gaming market such as proprietary gaming content supported by state-of
the-art graphics, CRM and business analytics, online marketing expertise and the ability
to partner with leading brands.
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Slot of the pops!
Bubble Kingdom is one of our
most popular social slot games.
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Key risks
“Risk management is a complex task for all
organisations. The process of identifying,
minimising, monitoring and assessing the
likelihood of adverse events is never-ending
and needs to involve employees at all levels.”

Summary of our key risks
Change in risk versus 2011 Rationale for change
Technology
Reduced

Paul Foster, Head of Corporate Risk

Transition to single operating platform
almost complete

Regulation and compliance
Increased

Assessing key risks
Our approach to managing risk has not changed.
We continuously ask ourselves: ‘What if?’
We asked this question many times during 2012 through
a process of increasing staff awareness and knowledge about
key risks and how they might impact our business. Risk
management is becoming a regular topic of discussion within
management meetings outside of our regular Group-wide
risk assessments. Our managers are increasingly proactive in
seeking to identify individual risks and what the knock-on
effects of an adverse event might be on other parts of the
business, so called inter-dependencies.
Through more than 100 individual meetings and workshops in
2012, we examined whether any risk had increased, decreased
or become obsolete; we identiﬁed new risks, especially from
recent key business events; and also the chances of a risk
happening and its associated level of impact. The number of
high-level risks identiﬁed stayed static, but decreased as a
percentage of the overall risks from 7.6% to 6.0%.
A total of 32 risk workshops were held during the year, spanning
key business areas as well as for the Executive Directors of
the Board.
The Group Risk Committee, chaired by Martin Weigold,
Chief Financial Ofﬁcer, met four times in 2012 to ensure that
all strategic risks were identiﬁed and to reach a consensus on
the signiﬁcant risks identiﬁed by the 32 workshops. These
risks were then submitted to the Audit Committee for review.
Facilitated by the Internal Audit & Risk Management team,
the 32 workshops helped impress the importance of risk
management throughout all business functions including
Technology, Marketing, each of the product verticals, Human
Resources, Operations, Finance, Regulatory Affairs, Legal and
Company Secretarial.
Many of the threats and challenges faced by online gaming
companies are similar to those faced by other leisure and
entertainment industries. They include competition, changes
to consumer tastes, maintaining healthy ﬁnancial ratios in
compliance with banking covenants and loss of key personnel.
However, there are also certain risks that are more speciﬁc to
bwin.party and to the online gaming industry that deserve
particular mention.

Increased number of regulatory
regimes and added complexity
mitigated by greater experience from
operating in regulated markets

Taxation
Increased

Increased number of tax-paying
jurisdictions

Integration
Reduced

Integration almost complete – now
shifting from integration to innovation

Poker
Unchanged

PokerStars remains a large competitor.
Relaunch of PartyPoker in 2013.

Our ﬁve main risk groups are:
• Technology
• Regulation and compliance
• Taxation
• Integration
• Poker
Technology
Technology is at the core of our business and undergoes a
continuous process of development. The evolution of our
eCommerce platform and the products and services we provide
through it is a vital process to maintain our competitive edge
as we address the ever-changing desires of consumers whilst
upholding our reputation for responsible, safe and secure
products and services.
As with all technology, new versions of software can require
additional enhancement before becoming fully effective.
Delays in such enhancements can impact operational and
ﬁnancial performance.
Most of our gaming technology is proprietary, which means
that we are better placed to manage risks associated with
technological and regulatory change than competitors that
rely on third-party software and systems.
However, we do share the industry’s general risks that arise from
sourcing broadband and communications, data management and
storage services as well as a raft of other services from external
suppliers. Our aim is to offset these risks by not becoming overly
reliant on any single supplier as well as having in place disaster
recovery centres and business continuity plans.
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Taxation
Taxation is the third category of risk which we believe is material.
Group companies operate for tax purposes only where they are
incorporated, domiciled or registered. Revenues earned from
customers located in a particular jurisdiction may give rise to
further taxes in that jurisdiction. If such taxes are levied, either
on the basis of existing law or the current practice of any tax
authority, or by reason of a change in law or practice, then this
may have a material adverse effect on the amount of tax payable
by the Group. We manage these risks by considering tax as part of
our overall business planning.

Board of
Directors

We have a dedicated regulatory and compliance team that
reports directly to the CEO and is closely supported by our legal
and regional management teams. We submit ourselves to a series
of external audits as required under our gaming licences and also
perform our own compliance assessments to ensure that policies
and procedures are being followed and working effectively.

Responsibility &
relationships

Our compliance obligations range from administration of our
gaming licences in Gibraltar, Alderney, Denmark, France, Italy,
Spain, Belgium and Schleswig-Holstein in Germany to assessing
what impact country-speciﬁc and pan-regional rules and
regulations might have on our business and the wider industry.
Whilst political and cultural attitudes towards online gaming
continue to evolve, there is always a risk that certain territories
may seek to prohibit or restrict one or more of the products that
we offer or online gaming entirely.

Markets
and risks

Poker
PokerStars remains the largest operator in most markets and a
very strong competitor. We have not changed the risk level that
was reduced to one of ‘strong competition’ in 2011, reﬂecting
the closure of the US-facing activities of PokerStars. In 2012,
PokerStars also acquired and relaunched Full Tilt, previously
the second largest poker brand in the dotcom market, which
strengthened its market position. The migration of bwin’s dotcom
poker players to our single platform was completed at the end of
2012, increasing our dotcom poker player liquidity pool. However,
dotcom poker remains a challenging market and the pending
relaunch of PartyPoker does carry risk. As a result Poker remains
one of our key risks.

Review
of 2012

Regulation and compliance
Regulation is probably the most complex of our key risks and
managing it effectively is a critical process for us, especially
given the increasing number of countries that are introducing
regulatory regimes, each of which have different requirements.

Strategy

Integration
The complex process of integrating bwin and PartyGaming is
almost complete, easing both the pressure on management and
other resources. The Integration Management Ofﬁce, which was
set up at the time of the Merger to drive and monitor progress
across each of the synergy streams as well as identify constraints
and inter-dependencies, was wound-up in August 2012 and the
responsibilities passed back to the business units. While there
can be no guarantee that all elements of the integration will be
successful, the signiﬁcant investment in planning and preparation
ahead of the Merger has proved worthwhile. The main risks in this
category are achieving ﬁnancial synergies and completing the
migration to a single technology platform.

Overview

The reduced level in technology risk reﬂects the near completion
of our Merger integration having already migrated signiﬁcant
parts of our technology and customer base from the separate
platforms and systems that were operated pre-Merger, to a single,
centralised operating system that supports each of our gaming
verticals across multiple brands and territories. Our Italian and
French technology systems and customer bases have yet to
be integrated, and a few remaining back-ofﬁce functions have
also still to be harmonised. As a result, some operational risk
remains for the business but the potential impact on revenue
is less signiﬁcant. To mitigate this risk we have planned
extensively and will run appropriate tests before switching to
any new systems.

Glossary
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Focus on responsibility

making responsibility real
Strategy

‘Making responsibility real’ across bwin.party
covers all the areas that are fundamental to
sustainable business practice and reﬂects an
ongoing dialogue with our stakeholders, the
implementation of appropriate policies and
practices, and a desire to continuously develop
and improve what we do.
We create evidence-based solutions for a safe and
secure online gaming environment and seek to
drive innovation across the industry. We want
to share our knowledge with stakeholders and
society and prove that we are doing it – for real.

Our approach in a nutshell
Customers and responsible gaming
We take an evidence-based approach
to responsible gaming to ensure that we
have the best possible protections for
our customers in place. Working with
institutions such as the Division on
Addiction, Cambridge Health Alliance,
a Harvard Medical School teaching
afﬁliate (‘DOA’) , we are developing a
framework of responsible gaming tools
that can be personalised to a player’s
individual behaviour.
Find out more on page 60

Environment and Community
Our approach to helping to protect the
environment and provide support to our
local communities is an integral part of
our overall commitment to making
responsibility real. We fund a variety of
responsible gaming organisations and
more general charities and also run a
pro bono scheme that allows employees
to give their time to good causes.
Find out more on page 62

Employees
bwin.party employees are empowered
to realise their individual potential and
develop a strong skill-set that is a long-term
asset for both the business and their wider
professional lives.
Find out more on page 63

Suppliers
Our supply chain is managed through
a single Enterprise Resource Planning
system, designed to reduce risk, develop
mutually beneﬁcial long-term business
relationships and deliver best value from
our suppliers on a long-term basis.
Find out more on page 64

Shareholders
Being clear and transparent with
communications is our objective as
we believe greater understanding and
appreciation of our business model is vital
tto secure long-term investors.
Find out more on page 65

“We are committed to doing what is
right for players, stakeholders, society
and business. Our business has real
interactions with real people in real
time. With real play comes real
responsibility. Our long-term success
is dependent on us ‘making
responsibility real’ at bwin.party.”
Martin Weigold,
Chief Financial Ofﬁcer
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• Provide scientific evidence through fundamental
research to improve our understanding of
player behaviour;
• Incorporate findings into player protection tools;
• Evaluate and improve the effectiveness of player
protection tools;
• Share solutions through scientific publications
and raw data through the Transparency Project,
the world’s first public repository for research
data on gaming behaviour – please visit:
www.thetransparencyproject.org
• Initiate dialogue with others to improve player
protection in eCommerce and the digital
entertainment industry as a whole.

Markets
and risks

The following few pages provide further
insight into our approach to corporate
responsibility, responsible gaming and
how we seek to manage our impact on the
environment, support local communities
and engage with our shareholders.

Division on Addiction (‘DOA’)1

For each of the stakeholder groups, the assessment
involved asking:
Does a policy exist?
Is there a system to implement the policy?
Do records show that the system works in practice?
Do stakeholders agree that it works and is fair?

Financial
statements

• 7-year collaboration with DOA
• 17 papers in peer-reviewed journals
• Transparency project database – 63,000
unique visitors since 2009 from 90 countries
• Funding from Nevada Council in
problem gambling

Governance

They assessed our business practices and our impact on
several stakeholder groups including employees, customers,
shareholders, community and management.

Board of
Directors

• Scientific output (e.g. number of publications)
• The number of people using data from the
Transparency Project
• The participation in evidence-based dialogues
via stakeholder forums
• Meaningful player protection tools and policies

Responsibility &
relationships

Measurement

GoodCorporation
At the end of 2012 we commissioned GoodCorporation to
undertake an independent assessment of our management
processes and policies regarding key stakeholders.
GoodCorporation is recognised globally as a leading
organisation working in the ﬁeld of corporate responsibility
and business ethics. See www.goodcorporation.com

•
•
•
•

Review
of 2012

Martin Weigold, Chief Financial Ofﬁcer, has
executive responsibility for our corporate
responsibility matters, a role he has held

Research – our approach

Strategy

Our approach also covers wider corporate
responsibility initiatives, including our
contribution to society through charitable
donations and a pro bono scheme that
enables employees to support local
community and environmental projects.

since 2005. The overall process is overseen
by the Ethics Committee of the Board
chaired by Tim Bristow, an independent
Non-Executive Director. The Committee
has three other Non-Executive Board
members, Per Afrell, Helmut Kern and Lord
Moonie who meet regularly to review
ethical and social matters relating to all
of our activities.

Overview

Drawing upon both internal and external
expertise and procedures to uphold high
standards we have invested human and
ﬁnancial capital in building the requisite
trust and conﬁdence in our products
and brands.

Share
information

e-Health technology
•
•
•
•

Division on Addiction, Cambridge Health Alliance, a Harvard
Medical School teaching afﬁliate.

Download our ‘Making Responsibility Real’
brochure at: www.bwinparty.com/
sustainability/makingresponsibilityreal.aspx

Glossary

1.

Pilot launched in 2011
Aim to promote healthy entertainment
Funding from Nevada Council in problem gambling
Translated into 8 languages

Notice of Annual
General Meeting

The assessment shows we improved in some areas, such as
staff morale post-Merger, but it also shows we can do better
in other parts of the business such as environmental
measurement and management. With most of the
integration work now complete, management can devote
more time to address the weaknesses identiﬁed as well as
strive to improve in areas where we meet or exceed the
GoodCorporation standard.
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Customers and responsible gaming
“Together with the Division on Addiction, we are
developing an evidence-based responsible gaming
framework to identify risky behaviour, provide each
player with the individual level of protection they
need and thus help to prevent gaming-related
problems from emerging.”
Joachim Häusler, Responsible Gaming Manager

Real prevention
Gaming is a great source of entertainment for millions
of people around the world. For a small minority,
however, gaming can cause problems: a number
of national prevalence studies show that typically around 1% of
a country’s population is estimated to encounter some sort of
gaming-related issues.
We believe that protective measures must be based on sound
science. This is why we chose to analyse actual online gaming
behaviour with the DOA. This partnership has helped us to
establish an evidence-based framework for individualised player
protection, since different players have different needs.
Using this framework we aim to tailor existing responsible gaming
tools to a player’s individual behaviour and provide to each
of them the appropriate level of protection. For the ﬁrst time,
behavioural analysis and research on early-detection of markers
for problem gaming is allowing us to proactively identify and
address the speciﬁc protection needs of player groups. We are
beginning to use this research to make appropriate tools available
to speciﬁc player groups.

Players’ ratings of the player protection tools offered on our
leading gaming sites:
bwin

PartyPoker

Percentage, rating our
player protection positively
(‘excellent to good’)

91%

90%

89%

Percentage, considering our
player protection effective
(‘completely’ to ‘partly’)

87%

87%

87%

Percentage, considering our
player protection easy to ﬁnd
(‘completely’ to ‘partly’)

92%

91%

92%

Percentage, considering our player
protection easy to understand
(‘completely’ to ‘partly’)

97%

95%

95%

Note: Figures derived from customer satisfaction surveys, based on total sample sizes between 3,000
and 18,000 customers.

Based on proactive risk-management, customers with
potentially problematic gaming behaviours were identiﬁed and
subsequently contacted by the specialised Responsible Gaming
team in 2012.
Incident type

Intervention

Average number of
incidents per month

Suspicions with indication of
gaming-related problems

Exclusion imposed

64

Suspicions with indication of
at risk behaviour

Agreement on riskmitigation with the
customer

43

Concerns allayed

Responsible gaming
advice given

Individualised player protection as public health approach to prevention
Moderate behaviour

PartyCasino

At-risk behaviour

Problem behaviour

~95%

~4%

~1%

Informed choice

Support control

Protection

Information and awareness
Self-tests
Transparency and reality checks

(Self) limitation
Monitoring
Partial self-exclusion
Self-help tools

(Self) exclusion
Referral to healthcare

138
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Dutch

Gambling Therapy

English

GamCare
National Council on Problem Gambling

French

SOS Joueurs
ADICTEL

German

Spielerambulanz der TU Dresden
Ambulante Behandlungseinrichtung Spielsuchthilfe

Italian

Gambling Therapy

Portuguese

Jogo Responsavel

Spanish

FEJAR

Real compliance
While ‘making responsibility real’ aims to go beyond
compliance, our licences to operate demand that we
comply with relevant national and international laws
as well as gaming regulations. Regulations cover numerous ﬁelds
ranging from gaming-speciﬁc areas such as player protection
and game operations to generic matters such as data protection,
anti-money-laundering, anti-bribery and corruption.
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Protection of minors and vulnerable people
Our gaming sites use several different veriﬁcation mechanisms
to prevent underage gaming and our policies are scientiﬁcally
evaluated to protect players effectively.

Board of
Directors

Real fairness
We comply with a wide range of laws, rules, standards and
We are focused on creating a fair gaming environment
regulations throughout various jurisdictions. These include,
that provides consumer protection, prevents fraud and
but are not limited to:
fosters the integrity of sports. It is our responsibility to
• National gaming licensing requirements;
provide a gaming environment that is founded on the spirit of fair
play. This is important to customers and for the long-term prosperity • Self-Regulatory Frameworks such as the CEN Workshop
Agreement (‘CWA’) 16259:2011; Responsible Remote Gambling
of our business because customer trust is fundamental to our
Measures of the European Committee for Standardisation; the
success.
standards of the European Gaming and Betting Association
Customer confidence is reliant on us providing our products fairly
and eCOGRA;
and accurately, as well as our ability to actively monitor the games
• Data protection and privacy regulations;
and prevent fraud and manipulation.
• Anti-money-laundering provisions;
We work closely with independent certified auditors that monitor the
• Corporate laws; and
fairness of the gaming products we offer. When it comes to preventing
• IT best practices
fraud and manipulation, our dedicated investigation and online
monitoring teams ensure protection for our customers; we work closely We have a dedicated compliance department, which manages our
regulatory obligations. Our working practices are communicated
with the European Sport and Security Association (‘ESSA’) to analyse
to
our employees through a series of internal policies and training
betting patterns provided by us to help identify and report suspicious
sessions
and are reviewed on a regular basis through a process of
behaviour to the relevant sporting authorities.
both internal and external audits. The internal audit department
We design marketing materials so that messages are clear and only
performs regular reviews of individual areas to test our regulatory
present fair gaming offers that we can deliver. The principles of the
compliance as well as the effectiveness of our policies in achieving
EU Unfair Commercial Practice Directive and the Consumer
their goals. We are also subject to numerous external audits
Protection Directive guide our practice.
throughout the year. In the past such audits have been performed
by renowned independent organisations such as KPMG, eCOGRA,
GoodCorporation and GLI.

Responsibility &
relationships

Gambling Clinic of Aarhus University Hospital

Markets
and risks

Danish

Review
of 2012

Organisation

Strategy

Language

How we measure fairness:
• Number of suspected sports betting fraud cases reported
by ESSA;
• Number of infringements publicly reported by the British
Advertising Standards Agency;
• Number of suspected fraud cases reported to the
regulatory authorities;
• Number of customer complaints; and
• Customer satisfaction statistics.

Overview

In order to provide players who might feel at risk and want to
start taking steps to prevent gaming-related problems, we
co-operate with providers of counselling services in several
different languages.
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Environment and community
We aim to reduce the environmental impact of all
our activities by carefully managing resources and
seeking innovative solutions throughout all areas of
our business. In addition, we seek to participate in
projects that can make a real difference in the local
communities where we have a physical presence.
Real care for the environment
Our approach to helping to protect the environment
and provide support to our local communities is an
integral part of our overall commitment to ‘making
responsibility real’.
We believe that bwin.party’s operations have a low-impact on
the environment compared with many other corporations, but
that does not deter us from making improvements to reduce
general ofﬁce waste, water consumption and the amount of
greenhouse gases produced from our use of electricity and air
travel. Reductions in all of these areas also provide ﬁnancial
beneﬁts for the business.
Monitoring and measuring our environmental performance has
started at all ofﬁce locations. We are using appropriate indicators
and ensuring compliance with local regulations.
We plan to implement a comprehensive, international
environmental management programme that measures and
improves our performance across locations in a transparent,
consistent and comparable way. Our local environmental
managers have responsibility for the programme and for
tailoring activities depending on local needs.
Some of our procedures include:
• Measuring the amount of waste recycled (where possible);
• Tracking energy consumption across all locations;
• Introducing energy efﬁciency measures.
• Maintaining tight control on employee travel (no company
car scheme: all air travel has to be approved by executive
management);
• Encouraging use of video conferencing facilities;
• Purchasing products and materials from sustainable sources
with an emphasis on using recycled materials;
• Refurbishing ofﬁces to reduce environmental impacts; and
• Educational activities to increase employee environmental
awareness
Measuring our environmental performance
Current measurement is based on the following indicators
per m2 and per employee:
•
•
•
•

Water consumption;
Energy consumption;
Waste performance; and
Carbon footprint

Real engagement
bwin.party supports responsible gaming organisations
and other charities. Providing support to our
communities is not just about making ﬁnancial
donations, we also encourage employees to contribute to local
communities by creating opportunities to volunteer and support
good causes. We think it is important to connect and engage with
the communities around our ofﬁces and employees can take up
to eight hours out of work to contribute directly to their local
communities through our pro bono scheme.
Around 35% of employees made use of the pro bono scheme in
2012 to devote time to help out on a wide-range of projects that
included supporting blind students, building a school, assisting
the elderly, the homeless and disadvantaged and sick children.
Employees also participate in environmental projects and
organise events to raise funds for worthy causes such as
cancer research.
Our approach to the environment and the community extends
beyond our own business: we also assess our suppliers’
commitment to a wider corporate responsibility agenda relating
to the environment – this alignment of interests means that we
can try and make a real difference where it is needed.

Responsibilities & relationships
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• A common set of values: we have developed a set of values to
guide our personal, professional behaviour for employees at
every level, centred around insight, passion and creativity.
The next step will involve our senior leaders communicating
all the major changes they have made and intend to make
with a speciﬁc focus on how they adhere to our values.
2013 promises to be just as challenging with a raft of product
• A new employer brand: helping to raise employee engagement
launches, under both our own brands as well as those of our
and reduce recruitment costs: This visual representation of
partners and we may well see more market openings too. Each
what we can offer potential and current employees was
will require the involvement of employees from a broad spectrum
brought to life through a new intranet, individual recognition
of disciplines and across several locations. Having such a skilled
awards, promotion and induction materials and simpliﬁed and
and professional talent pool is a signiﬁcant business differentiator
accessible policy and procedure documents.
compared with our peer group.
•
Learning and development: enhancing employee and
Rewarding results
management capability is a prime focus for us. In 2012 we put
Our approach to reward and the expectations of our employees’
129
middle and senior managers through independently
are synchronised: our reward inventory is not conﬁned to
organised
leadership development courses with the aim of
ﬁnancial satisfaction alone – we have listened to and acted upon
increasing
trust, delegation, coaching and mentoring skills
our employees’ views that the pay-back for a constantly high level
within
the
organisation.
Our all-employee development
of professional output is not just about money.
strategy centres around a blended learning approach
We provide ﬁnancial rewards through a bonus scheme that is
encompassing in-house workshops, external courses and
synchronised with both an individual’s stretching personal
eLearning. An average of 4.8 training days was completed
objectives that support our business strategies and also our
per employee in 2012.

Board of
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The workload increased further with market openings in
Denmark and Spain; our move into social gaming; strategic
partnership agreements with Zynga and United Auburn; and the
extension of our links with sports when we became the digital
betting and gaming partner for Manchester United. On-time
delivery is a prerequisite for long-term success and time and again
our employees delivered.

Integration coupled with a large hiring programme is a daunting
task, but it provided us with a clean sheet – an opportunity to
create a ubiquitous and rewarding working culture for bwin.party.
The list of all the elements that constituted the overall plan to put
ideas into action and achieve our ambition runs to several pages:
it includes the following key elements:

Responsibility &
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The major project for the integration was unquestionably the
move to a single technology platform. This project was
particularly tough for our software engineers, but also for many
other business functions that completed what was probably the
online gaming industry’s largest ever migration of millions of
dotcom customer accounts just before the end of 2012.

Markets
and risks

While much of 2011 involved the removal of duplicate roles as
we forged ahead with merging bwin and PartyGaming, 2012 was
very much about moving onto the front foot and integrating the
two businesses, especially on the technology front.

2012 achievements
We ended 2012 with around 3,000 full-time equivalent employees,
compared with 2,750 a year earlier. The increase largely reﬂected
the signiﬁcant hiring of staff at IVY Comptech, the Group’s
dedicated business process outsourcing unit for the technology
integration project and the acquisition of a dedicated
development team to support our social gaming strategy. Overall
in 2012, we hired into 879 roles of which 159 were internal career
development moves and 29 were international career moves.
The employee voluntary attrition rate, which as expected spiked
due to the Merger, stabilised at a more normal and manageable
level of 13% in 2012.

Review
of 2012

Kathy Swindley, Group Director of Human Resources

We also had to strengthen some areas of the business to address
the complex and demanding technology projects associated with
the integration. Staff numbers were increased with our move into
social gaming that saw us establish Win, a standalone entity
outside the core real money gaming business.

Strategy

“Our employees have to constantly adapt to
changing market conditions, particularly the shifts
in the regulatory and competitive landscapes,
advances in technology and ever-increasing
consumer demands. We empower employees to
realise their individual potential and ensure they
continue to be a strong and valuable asset over
the long-term – an asset that is immersed in the
delivery of our business strategies.”

overall ﬁnancial performance. But our focus in 2012 was to create
an holistic working environment for the newly-formed bwin.party.
This presented several challenges due to differing cultures and
historical approaches to rewards that had been operated by the
former bwin and PartyGaming entities.

Overview

Employees
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• A recognition portal: Employees can nominate colleagues
who have made an impact on the business that personiﬁes
our values. In 2012 we made more than 1,100 awards under
the my.recognition scheme – employees can spend their
award points to buy a range of goods in our new online shop.
• Performance management: We aligned all employees with a
single approach to performance management and supported
this with training for 550 employees who were new to the
centrally-managed online system known as Pi.
• Universal ﬂexible beneﬁts scheme: During 2012 we rolled out
to seven of our locations a specially developed online portal
called just.rewards. This scheme has been enthusiastically
embraced with more than 90% of employees in our larger
ofﬁces accessing the portal and collectively making more
than 2,800 adjustments to their beneﬁts, tailoring them for
their particular lifestyle.
In 2013, we will roll-out a programme that focuses on building
stronger management capabilities across all disciplines.
This will entail improving managers’ communication skills,
performance management capabilities, and career and
personal development plans for their staff other areas of
focus will include:
• Supporting employees with their continuing career
development;
• Continuing to develop and improve our just.rewards and
my.recognition offerings;
• Providing employees with the time to develop skills and learn
new ones to fulﬁl their potential;
• Continuing to improve our internal communications through
our intranet, strategy road shows and several other channels;
• Motivating and engaging employees so they understand and
commit to our business strategy; and
• Listening to our employees and encouraging feedback and
open dialogue.
bwin.party’s success depends upon the skills, knowledge
and endeavours of our employees that in turn drive the
management’s commitment to foster and nurture a culture
that enables people to learn, develop and achieve.
Discover more at:
www.bwinparty.com/Careers

Suppliers

“Procurement is much more than just obtaining the
best price from suppliers. Effective management
of the geographical and technical complexities
of our large and diverse supply chain beneﬁts our
competitiveness and ultimately our bottom-line.”
Bernard Njoku, Head of Procurement
Every phase of our supply chain is managed through a single
Enterprise Resource Planning system, overseen by our central
procurement team whose strategic aim is to:
• Reduce risk;
• Develop mutually beneﬁcial long-term business
relationships; and
• Deliver best value from our suppliers on a long-term basis.
Managing our supply chain is not a one-way street. In 2012 we
solicited feedback from a representative sample of the thousands
of suppliers who provide us with goods and services that have
a monetary value ranging from less than €20,000 to more than
€1 million a year.
We were pleased with the survey ﬁndings. Seven out of ten of our
suppliers said they were ‘very satisﬁed’ describing their dealing
with our procurement department. A 3% minority of the survey
respondents expressed dissatisfaction, but we’re not complacent;
we are addressing their concerns and responding to their
suggestions about how we can improve the servicing of our
business relationships.
One area we are addressing arises from the 8% of survey
respondents who said that our order form did not contain all
of the information needed to deliver the required goods and
services. The consequences of not dealing with this are
unnecessary, time-consuming enquiries from suppliers with
potential knock-on delays to deliveries. It could also damage
our relationships with suppliers.
In 2012, our supplier base included more than 7,800 unique online
afﬁliate marketeers for our gaming brands and more than 2,500
other suppliers of a very wide-range of goods and services
including; broadband and telephony services, advertising and
marketing, computer hardware and software and media buyers.
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For further information about our signiﬁcant
shareholders, please see page 91
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In this Annual Report, that is also available in an online format, we
have again aimed to raise the bar by providing even more details
and insight into our strategy, performance and objectives; the
opportunities we hope to realise and the risks we plan to mitigate
throughout 2013 and beyond.

Governance

The Board provides shareholders with regular updates on both
corporate and ﬁnancial developments throughout the course of
the ﬁnancial year. Our executive team meets regularly with
ﬁnancial analysts and current as well as prospective investors
throughout the year, but with a focus around the publication of
our half year and full year results.

Avoiding misinterpretation and confusion in such a fast-moving
environment can be a challenge. However, through the
establishment of strong and long-term relationships with
investors, analysts and other providers of capital, often with
direct access to our executive management, supported by our
Director of Communications, we aim to avoid the potential risks
created by the increasing popularity of digital media.

Board of
Directors

Peter Reynolds, Director of Communications

The international media interest in us and the industry, be it
positive or negative, travels fast and is easily accessible online
with the resulting generation of an instant stream of opinions
and views, often through a range of different channels.

Responsibility &
relationships

“Our approach is to be as transparent as possible,
but not just because we have to: investors gain a
greater understanding and appreciation of our
business model and long-term prospects by being
kept fully informed on developments affecting our
performance.”

Markets
and risks

Shareholders

Whilst focused on executing our stated business strategy, we
value the opinions and guidance from our stakeholders that
combine to provide an holistic view of our overall performance
and strategic direction. This then allows us to review our strategy
and goals and, if necessary, reﬁne them – a prerequisite in a
constantly changing business environment. We believe that an
open, two-way information ﬂow is a core element of investor
relations practice.

Review
of 2012

In return, we aim to operate to the highest professional standards,
treating our suppliers in a fair and reasonable
manner and settling invoices promptly.

As well as providing a regular stream of updates and information,
we also use our regular interactions to gain a greater
understanding of investors’ and other stakeholders’ perceptions
about our strategy, performance and prospects.

Strategy

• Financial strength to ensure long-term reliability;
• Ability to deliver enduring quality and value;
• Commitment to innovation and ability to help us develop new
products, processes and ways of working that will provide us
with a commercial advantage; and
• Commitment to a wider corporate responsibility agenda
relating to the environment, labour/employment standards,
equal opportunities and employee rights.

We use a range of different channels and materials to update our
stakeholders including investor presentations, online webcasts,
published ﬁnancial reports and analysts’ consensus forecasts,
to name but a few, all of which are publicly available on our
corporate website: www.bwinparty.com. Being clear and
transparent is always our objective and we endeavour to improve
all aspects of our approach through a regular process of review
and assessment.

Overview

Our procurement policy includes a ‘Supplier Acknowledgement
and Self-Certiﬁcation Checklist’, which requests information
relating to:
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General Meeting
Glossary

bwin.party Annual report & accounts 2012

66

Board of Directors

Simon Duffy (63)

Martin Weigold (47)

Per Afrell (55)

Non-Executive Chairman
Appointed: 31 March 2011
Last re-elected: 7 June 2012

Chief Financial Ofﬁcer
Appointed: 4 April 2005
Last re-elected: 7 June 2012

Independent
Non-Executive Director
Appointed: 31 March 2011
Last re-elected: 7 June 2012

Other current directorships
Non-executive: Oger Telecom Ltd, Modern Times Group
AB, Cell C (Pty) Ltd and mBlox Inc.

Previous directorships
Executive: Jetix Europe NV (formerly Fox Kids Europe
NV), Walt Disney Television International and Guinness
Mahon Development Capital Limited, PartyGaming Plc

Previous directorships
Non-executive: Imperial Tobacco Group plc, GWR Group
plc, HMV Media Group plc and Gartmore Investment Ltd
Executive: Tradus plc (formerly QXL Ricardo plc),
ntl:Telewest Inc. (now Virgin Media Inc.), Orange SA,
End2End AS, WorldOnline International BV, EMI Group
plc and United Distillers plc

Academic and professional qualiﬁcations
Joint Honours Degree in economics and accounting,
University of Bristol
Member of the Institute of Chartered Accountants
of England and Wales

Academic and professional qualiﬁcations
BA Philosophy, Politics and Economics, Oxford
University, Harvard Business School, MBA.
Harknos Fellowship

Other current directorships
Non-executive: Proﬁ I AB and Proﬁ II AB
Previous directorships
Executive: Proﬁ Management AB
Non-executive: bwin Interactive Entertainment AG
and Ongame e solutions AB
Academic and professional qualiﬁcations
Member of the Stockholm Stock Exchange Listing
Committee and Member of the Board of the Swedish
Accounting Standards Committee

Rod Perry (67)

Norbert Teufelberger (47)
Chief Executive Ofﬁcer
Appointed: 31 March 2011
Last re-elected: 7 June 2012
Other current directorships
Non-executive: Supervisory Board of the European
Gaming and Betting Association (‘EGBA’)
Previous directorships
Non-executive: betbull Holding SE
Other roles: Occupied key positions with Casinos Austria
AG ; consultant to the Novomatic Group of companies;
and co-founded a land-based casino company currently
listed on Nasdaq and the Prime Market of the Vienna
Stock Exchange.
Academic and professional qualiﬁcations
Masters in Business Administration,
University of Economics and Business
Administration, Vienna

Deputy Chairman and
Senior Independent
Non-Executive Director
Appointed: 31 May 2005
Last re-elected: 7 June 2012
Other current directorships
Executive: Ithmar Capital and Life Emerging
Markets Capital
Non-executive: 3Legs Resources PLC
Previous directorships
Executive: 3i Group plc
Non-executive: Gulf of Guinea Energy BVI, Indago
Petroleum Ltd and PartyGaming Plc

Geoff Baldwin (48)
Non-Executive Director
Appointed: 15 July 2011
Last re-elected: 7 June 2012
Other current directorships
Executive: GCA Savvian Group Corp
Non-executive: Unify Square Inc
Previous directorships
Executive: Morgan Stanley plc
Academic and professional qualiﬁcations
BS Finance, University of Southern California

Academic and professional qualiﬁcations
BSc Physics, University of Salford

Manfred Bodner (50)
Non-Executive Chairman of the
Integration Committee
Appointed: 31 March 2011
Last re-elected: 7 June 2012
Previous directorships
Executive: bwin Interactive Entertainment AG, Trend
Versand AG, Neckermann Handels AG, Eastern Press AG
and Bar Italia GmbH
Academic and professional qualiﬁcations
Bachelor’s Degree in Business and International Studies
from Webster University, St. Louis
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Other current directorships
Executive: Gibtelecom Ltd
Non-executive: Tradewise Insurance Company Ltd

Other current directorships
Executive: Beyond Consulting GmbH and Beyond
Holding GmbH

Previous directorships
Non-executive Gibtel Ltd (BT plc), Gibraltar Nynex
Communications Ltd (Verizon Communications Inc),
Lyonnaise des Eaux (Gibraltar) Ltd, AquaGib Ltd
(Northumbrian Water Group plc), PartyGaming Plc

Previous directorships
Executive: PricewaterhouseCoopers Consulting LLP,
Deloitte LLP, DFGJ Privatstiftung FN and Wellcon
Gesellschaft für Prävention und Arbeitsmedizin GmbH.
Non-executive: bwin Interactive Entertainment AG

Other roles
Director, UK National Audit Ofﬁce
Financial and Development Secretary, Gibraltar

Academic and professional qualiﬁcations
Master in Business Administration, University
of Economics and Business Administration and Vienna

Academic and professional qualiﬁcations
Honours degree in History, University of Leeds

Executive Leadership Development Program
at Columbia University, N.Y

Other current directorships
Executive: Androsch Privatstiftung and other
private foundations
Non-Executive: Österreichische Salinen AG and group
companies, AT&S Austria Technologie & Systemtechnik
AG, Wiesenthal & Co AG and bwin Services AG
Previous directorships
Non-executive: bwin Interactive Entertainment AG,
paysafecard.com Wertkarten AG, Allgemeine
Baugesellschaft – A. Porr AG, Loser Bergbahnen GmbH
Other roles
Lawyer, Riedl & Partner Law Firm, Vienna
Academic and professional qualiﬁcations
Doctor juris, University of Vienna, Faculty of Law

Member, Chartered Institute of Public Finance
and Accountancy
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Non-Executive Director
Appointed: 31 March 2011
Last re-elected: 7 June 2012

Markets
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Georg Riedl (53)

Independent
Non-Executive Director
Appointed: 31 March 2011
Last re-elected: 7 June 2012

Review
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Helmut Kern (47)

Independent
Non-Executive Director
Appointed: 4 May 2007
Last re-elected: 7 June 2012

Strategy

Tim Bristow (57)
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Sylvia Coleman (55)

Other current directorships
Non-executive: Reprieve

Other roles
UK Member of Parliament for Kirkcaldy 1987–2005: Held
the position of Under Secretary of State at the Ministry
of Defence, 2000–2003
Senior medical adviser and clinical pharmacologist in
the pharmaceutical industry
Academic and professional qualiﬁcations
MB ChB, University of St. Andrews and MSc, University
of Edinburgh
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Other roles
Member of Action Aid and the Law Society

Previous directorships
Non-executive: PartyGaming Plc

Share
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Previous directorships
Executive: Ceroc Enterprises Ltd, Sony Music
Entertainment UK Ltd, Sony Music Entertainment Ltd,
EMI Music Publishing Ltd
Non-executive: Chickenshed Theatre Trust

Independent
Non-Executive Director
Appointed: 13 December 2007
Last re-elected: 7 June 2012
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Independent
Non-Executive Director
Appointed: 8 March 2013
Last re-elected: N/A

Governance

Lord Moonie (66)

Academic and professional qualiﬁcations
Honours degree in Law, University of Birmingham

Glossary

Key to Committees
Audit Committee member
Integration Committee member
Nominations Committee member
Remuneration Committee member
Ethics Committee member
Indicates Chairman of the Committee
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Governance
Good corporate governance is a necessary condition
for sustainable success in business. The purpose of this
section of the Annual Report is to demonstrate how the
Board oversees the interests of the Company through its
operating structure and to review bwin.party’s compliance
with the UK Corporate Governance Code (the ‘Code’).
This chapter comprises the following sections:

A. Leadership

The bwin.party digital
entertainment plc Board

Audit Committee

A Leadership
B How the Board functions

Ethics Committee

C Effectiveness
D Relations with shareholders
E Audit Committee Report

Integration Committee

F Ethics Committee Report
G Integration Committee Report
Executive Directors

Nominations Committee

Senior Management Team

Remuneration Committee

H Nominations Committee Report
I

Remuneration Report

J

Other Governance & Statutory Disclosures and the 2013 AGM

Following the Merger in 2011 between bwin and PartyGaming, the
Company did not comply with the Code in all respects during the
reporting period. In particular, it did not comply in the following areas:
1 Less than half the Board were determined to be independent in the
year ended 31 December 2012. Since 15 January 2013 the Board has
complied with the recommendation that excluding the Chairman at
least half of the Board should be independent. This matter is
addressed below on page 69.
2 In relation to various legacy share plans:
a) the performance-related elements of certain Executive Directors’
remuneration (see page 85);
b) executive share options being offered at a discount (see page 85);
c) certain Non-Executive Directors holding share options
(see page 85)
The explanations for these deviations and the actions that have already
been taken or will be taken in an appropriate timeframe to remedy them
are set out in this section.
Simon Duffy
Chairman
15 March 2013

The composition of the Board during 2012 and to date is set out on pages 68 to 69.
Summary biographies of the current Directors are set out on pages 66 and 67.

Changes to the Board
During 2012 there were no changes to the composition of the Board.
Since the year end, Jim Ryan retired as Co-CEO and Joachim Baca stepped
down as a Director of the Company, but remains a member of the senior
management team. Both changes took effect on 15 January 2013.
In addition, on 8 March 2013, Sylvia Coleman was appointed as an
independent Non-Executive Director.
The Chairman, CEO and Senior Independent Director
The responsibilities of the Chairman, CEO and Senior Independent
Director are clearly deﬁned and are summarised below:
Chairman
• Overseeing the effective running of the Board
• Ensuring that the Board as a whole plays a full and constructive part
in the development and determination of the Company’s strategy and
overall commercial objectives
• Acting as the guardian of the Board’s decision-making process
• Promoting the highest standards of integrity, probity and corporate
governance throughout the Company and particularly at Board level
CEO
• Running the Company’s business
• Proposing and developing the Company’s strategy and overall
commercial objectives, which he does in close consultation with
the Chairman and the Board
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• Promoting, and conducting the affairs of the Company with, the
highest standards of integrity, probity and corporate governance

Since the year end, two of the non-independent Directors, Jim Ryan
and Joachim Baca have stepped down from the Board, so from
15 January 2013 the composition of the Board complies with the Code’s
recommendation. On 8 March 2013, Sylvia Coleman was appointed
as an independent Non-Executive Director, resulting in currently six
independent Directors and ﬁve non-independent Directors serving on
the Board excluding the Chairman. There will be a further review of the
Board’s composition later in the year.

Senior Independent Director
As well as performing the normal duties expected of a Non-Executive
Director, the Senior Independent Director is required to:

• lead the Non-Executive Directors in evaluating the performance
of the Chairman, taking into account the views of the
Executive Directors;

• long-term business plan, strategy, budgets and forecasts;

Board independence
The Code recommends that at least half the members of a Board
(excluding the Chairman) should be Non-Executive Directors who are
independent in character and judgement and free from relationships
or circumstances which are likely to affect, or could appear to affect,
their judgement.

• approval of capital expenditure and ﬁnancial guarantees above
certain levels;

• the Chairman of the Board was independent on appointment; and

• approval of the Group’s risk management and control framework and
the appointment/re-appointment of the external auditors (following
recommendations from the Audit Committee); and
• approval of the Group’s policies in relation to corporate and social
responsibility, health and safety and the environment
In addition, the Board has adopted a formal delegation of authority
memorandum which sets out the level of authority for employees of the
business below Board level.

B. How the Board functions
In accordance with the Code, the Company is headed by an effective
Board, which is collectively responsible for the success of the Company.
The Board provides strategic leadership of the Company whilst ensuring
that a framework of prudent and effective controls exists in order to
assess and manage risk.

Glossary

• the independent Directors have not been and will not be in a minority
to the Executive Directors;

• approval of the Group’s remuneration policy (following
recommendations from the Remuneration Committee);
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• on issues when the interests of the Company and interests of a
founder shareholder may conﬂict, mechanisms in the relationship
agreement and/or letters of appointment for the non-independent
Non-Executive Director allow the independent Directors to exclude
them from the decision-making process;

• shareholder circulars, convening shareholder meetings and stock
exchange announcements;

Share
information

• on the majority of business items considered by the Board, a nonindependent Non-Executive Director is independent, because the
interests of the relevant founder shareholders and the Company
do not conﬂict;

• dividend policy;

Financial
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Despite the technical imbalance of independent and non-independent
Directors, the Board is satisﬁed that it has maintained a sufﬁcient
degree of independence for the following reasons:

• ﬁnancial reporting (interim and annual ﬁnancial results and interim
management statements);

Governance

During 2012 the Company did not comply with this recommendation.
Excluding the Chairman, the Board was composed of ﬁve independent
Non-Executive Directors (Rod Perry, Per Afrell, Tim Bristow, Helmut Kern
and Lewis Moonie) and seven non-independent Directors (Joachim Baca,
Geoff Baldwin, Manfred Bodner, Georg Riedl, Jim Ryan, Norbert
Teufelberger and Martin Weigold). As part of the Merger negotiations,
both the bwin and PartyGaming boards agreed a balanced management
structure was in the best interests of the combined Group, drawing
upon the considerable management strength and experience of
both organisations.

• the Group’s ﬁnance, banking and capital structure arrangements;

Board of
Directors

• restructuring or reorganisation of the Group and material acquisitions
and disposals;

Responsibility &
relationships

• perform such other roles and responsibilities as the Senior
Independent Director as may be contemplated by the Code or best
practice guidelines in place from time to time.

Markets
and risks

• maintain sufﬁcient contact with shareholders to understand their
issues and concerns; and

Responsibility and delegation
The Directors have adopted a formal schedule of matters reserved to
the Board, setting out which issues must be referred to the Board for
decision. These can be categorised into a number of key areas including
but not limited to:

Review
of 2012

• be available to shareholders if they have concerns which contact
through the Chairman, CEO or CFO has failed to resolve or for which
such contact is inappropriate;

Strategy

• the Board had the appropriate balance of skills and experience
to manage the imbalance appropriately.

Overview

• Responsible, with the executive team, for implementing the decisions
of the Board and its Committees
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Governance
Meetings
The Board and its committees met in Gibraltar throughout 2012
and details of the number of meetings and attendance records are
set out in the table below. The agenda of Board meetings usually
cover the following:

In order to ensure that the Board has an appropriate level of knowledge
about the operations of the business and to enable it to assess the
calibre of management below Executive Director level, members of the
senior management team are regularly invited to attend meetings to
present on and take part in discussions on particular items of business.

• Strategy, covering both the existing real-money gaming business
(poker, sports, casino and bingo) as well as adjacent businesses such
as social gaming, payment systems and sports content

Following the independent assessment of the functioning of the Board,
the Chairman will meet with the Non-Executive Directors individually
to review governance issues. The Senior Independent Director has met
with the Non-Executive Directors as part of the process of reviewing the
performance of the Chairman and has communicated the results of
that meeting to him. He will take account of the feedback in his future
management of the Board and of governance issues.

• Geographical expansion
• Operational and business performance updates
• Financial updates
• Regulatory and licensing developments
• Industry consolidation opportunities

The Board has delegated certain responsibilities to the following committees of Directors:
Audit
Committee

Ethics
Committee

Integration
Committee

Nominations
Committee

Remuneration
Committee

Helmut Kern (C)
Tim Bristow
Rod Perry
Sylvia Coleman

Tim Bristow (C)
Per Afrell
Helmut Kern
Lewis Moonie

Manfred Bodner (C)
Simon Duffy
Rod Perry
Jim Ryan
Norbert Teufelberger

Simon Duffy (C)
Per Afrell
Rod Perry

Rod Perry (C)
Per Afrell
Helmut Kern
Lewis Moonie

(C) denotes Chairman of the committee. Jim Ryan stepped down as a Director on 15 January 2013.

During the year the Board and its committees met in Gibraltar and details of the number of meetings and attendance records are set out in the
table below:
Total number of meetings held during the year ended 31 December 2012 and the number of meetings attended of the maximum number that each Director was entitled to attend
Board

Audit
Committee

Ethics
Committee

Integration
Committee

Nominations
Committee

Remuneration
Committee

5

4

2

5

4

4

Per Afrell

5/5

–

2/2

–

4/4

4/4

Joachim Baca

5/5

–

–

–

–

–

Geoff Baldwin

5/5

–

–

–

–

–

Manfred Bodner

5/5

–

–

5/5

1/1*

–

Tim Bristow

5/5

4/4

2/2

–

1/1*

–

Simon Duffy

5/5

–

–

5/5

4/4

–

Helmut Kern

5/5

4/4

2/2

–

1/1*

4/4

Lewis Moonie

5/5

–

2/2

–

1/1*

4/4

Rod Perry

5/5

4/4

–

5/5

4/4

4/4

Georg Riedl

5/5

–

–

–

1/1*

–

Jim Ryan

5/5

–

–

5/5

1/1*

–

Norbert Teufelberger

5/5

–

–

5/5

1/1*

–

Martin Weigold

5/5

–

–

–

–

–

Total held in year

* The membership of the Nominations Committee was changed after the ﬁrst meeting in 2012 and these Directors no longer served on that Board committee.

Each committee reports separately on its work on the following pages.
Internal controls
In accordance with the Code, the Board has reviewed, with assistance
from the Audit Committee, the effectiveness of the Company’s risk
management and internal control systems put in place to manage the
risks attaching to the business in pursuing its strategic objectives. This
review covers all material controls, including ﬁnancial, operational and

compliance controls. The Board is satisﬁed that the Company maintains
an ongoing sound system for identifying, evaluating and managing risk.
For more information on this subject please see the Audit Committee
report on page 72 and 73 and the summary of the Group’s key risks on
pages 56 and 57.
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1

Period
of service

Less than 12 months

7

1–2 years

2

4–5 years

2

6–8 years

• Following the announcement of the Group’s interim management
statements, the CEO and CFO host a conference call for analysts
and investors.
• All Directors attend the Annual General Meeting and shareholders are
invited to attend and ask questions either during or after the meeting.
Notice of the AGM is set out on pages 146 and 147 of this document
and details of the meeting are set out on pages 92 and 93.
In accordance with the Code, the AGM notice has been dispatched
to Shareholders more than 20 working days before the AGM.

Glossary

• The corporate website contains useful information for all
Shareholders on the Company’s strategy, ﬁnancial results, business
operations share price and press announcements.

Notice of Annual
General Meeting

Independent legal advice
The Board has adopted a procedure for Directors to seek independent
professional advice at the expense of the Company if they judge it
necessary to discharge their responsibilities as Directors. Each
Committee of the Board also has authority under its terms of reference
to obtain outside legal or other independent professional advice if the
Committee considers it necessary in order to perform its duties.

• After publication of both the Group’s full-year and half-year results the
CEO and CFO give a formal presentation to the analyst community that is
also made available via webcast and copies of which can be found on the
Group’s website.

Share
information

Each Executive Director is available to the Non-Executive Directors if
the latter should need clariﬁcation or ampliﬁcation on any information
provided. All the Directors have access to the advice and services of the
Company Secretary, who is responsible to the Board for ensuring Board
procedures are complied with and advising the Board through the
Chairman, on all governance matters.

• Throughout the year the CEO, CFO, Chairman and Director of
Communications meet with existing and potential institutional
investors.

Financial
statements

Information ﬂow to the Directors
The Chairman oversees, with the assistance of the Company Secretary,
the process of ensuring that all Directors receive timely and accurate
information in order to enable them to perform their duties.
Management provides detailed information ahead of each Board or
Committee meeting and additional information or updates between
meetings when deemed necessary.

The Directors recognise the importance of maintaining effective
communications with shareholders. This is serviced in the
following ways:

Governance

C. Effectiveness

D. Relations with Shareholders

Board of
Directors

Insurance and indemnity
bwin.party maintains an insurance policy for its Directors and
ofﬁcers and the Company has also entered into deeds of indemnity
with its Directors.

Responsibility &
relationships

Succession
The Nominations Committee keeps under review the succession plans
for Directors and senior managers. In doing so, the Nominations
Committee focuses on whether the Board is appropriately diverse with
a range of generalist and specialist knowledge and skills. For further
information please refer to the Nominations Committee report.

Markets
and risks

Performance evaluation
Each year the Directors undertake a formal evaluation of the
performance of the Board, its Committees and of individual Directors
during the prior year. For the review of 2011’s performance, carried out
in early 2012, the Board decided to use the services of Lintstock Limited,
a third-party corporate governance adviser, to carry out a full
questionnaire and interview process. The evaluation concluded that
the Board was too large and could beneﬁt from an injection of fresh
experience relevant to the gaming sector, in particular in relation to
digital entertainment and regulation, from individuals who would
satisfy the Code’s criteria for independence. More information on
the performance evaluation process is set out in the Nominations
Committee’s report on page 76. In 2013 the Board has conducted a Board
performance evaluation of performance in 2012, utilising again the
services of Lintstock limited and the Chairman has reviewed the results
with the Directors.

Number
of Directors

Review
of 2012

The tenure of the current Board is as follows:

Strategy

Induction and ongoing training
Each new Director receives a full induction on joining the Board
and major Shareholders are offered the opportunity to meet new
Non-Executive Directors. The Chairman ensures that all Directors
continually update their skills, knowledge and familiarity with the
Company to fulﬁll their roles on the Board and Board Committees
via reports and information collated by management, the Company
Secretary and the Company’s advisers.

Overview

Tenure
The Company’s Articles of Association require every new Director to
stand for re-election by shareholders at the next AGM immediately
following their appointment. Thereafter each Director is required to seek
re-election by shareholders at an AGM at least once every three years.
The Code, however, recommends that Directors stand for re-election
annually and, in accordance with this recommendation, all the Directors
are seeking re-appointment at the 2013 AGM.
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• Founder Shareholders of both bwin and PartyGaming (holding in aggregate
22% of bwin.party’s share capital) have Board representatives which
facilitates a productive dialogue with these investors.
• Maintaining good communications with the investment analyst
community so that there exists a portfolio of independent research
on the business. This also allows the Company to understand how
it is being perceived by the investor community generally.

E. Audit Committee Report
Purpose
The Board is required by the Code to establish formal and transparent
arrangements for considering how it should apply the required ﬁnancial
reporting and internal control principles and for maintaining an appropriate
relationship with the Company’s joint auditors, BDO LLP and BDO Limited.
Membership
The Board has done this by appointing an Audit Committee.
The members of the Audit Committee are:

• make recommendations to the Board concerning any proposed,
new or amended accounting policy;
• monitor and review the internal audit programme and its
effectiveness;
• ensure co-ordination between the ofﬁcers responsible for internal
audit and the external auditors, and that the internal audit function
is adequately resourced and has appropriate standing within
bwin.party;
• consider any major audit recommendations and the major ﬁndings
of internal investigations and management’s response (in the absence
of management, where appropriate);
• monitor and review bwin.party’s systems for internal control,
ﬁnancial reporting and risk management; and
• review the individual internal audit reports covering various areas
and activities of the business
Business during the year
During the year to 31 December 2012, the Audit Committee met four
times to review and consider the following items of business:
March:

• Helmut Kern (Chairman)

• 2011 Annual Report

• Tim Bristow
• Rod Perry

• The external auditors’ report and the required letter of representation
from the Company

• Sylvia Coleman

• The non-audit services provided by the external auditors

Helmut Kern has recent and relevant ﬁnancial experience.
Sylvia Coleman was appointed a member of the Audit Committee
on 8 March 2013.

• The re-appointment of the external auditors at the 2012 AGM

The Code recommends that a minimum of three independent directors
should serve on the Audit Committee and the Company has complied
with this recommendation throughout 2012.

• Annual review of the Audit Committee’s work and terms of reference

• The internal audit status report
• A proposal on external audit re-tendering
June:
• External auditors’ management letters

Responsibilities
The Audit Committee has adopted terms of reference, approved by
the Board that are available on the Company’s website: http://www.
bwinparty.com/AboutUs/CorporateGovernance/AuditCommittee.
aspx. In summary the main responsibilities of the Audit Committee
are to:

• The external auditors’ 2012 planning report and engagement letter

• consider and make recommendations to the Board as regards the
appointment of the head of the internal audit function and also the
external auditors as well as the re-appointment of the latter;

August:

• recommend the audit fee to the Board and develop and recommend
to the Board bwin.party’s policy in relation to the provision of nonaudit services by the external auditor;

• Review of the 2012 half year results

• monitor the integrity of the ﬁnancial statements of bwin.party and
any formal announcements relating to the Company’s ﬁnancial
performance and to review, and challenge where necessary, the
actions and judgements of management in relation to the half year
and annual ﬁnancial statements before submission to the Board;
• meet with the external auditors post-audit at the reporting stage to
discuss the audit, including problems and reservations arising from
the audit, and any matters the auditor may wish to discuss (in the
absence of management, where appropriate);

• The level of non-audit services provided by the external auditors
• Latest internal audit status report
• Group risk register
• External audit re-tendering
• External auditors’ half year review relating to the 2012 half year
results and the required letter of representation from bwin.party
• The level of non-audit services provided by the external auditors
• Latest internal audit status report
• Treasury management update
December:
• Group risk register
• Latest internal audit status report
• Follow-up in respect of the management letter arising from the
last audit
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• The level of non-audit services provided by the external auditors

Share
information
Notice of Annual
General Meeting
Glossary

The Group continues to adopt and publicise a formal ‘whistleblowing’
procedure by which employees can, in conﬁdence, raise concerns about
possible improprieties in ﬁnancial or other matters. This procedure is set
out in the Group’s employee handbooks and has been reviewed by the
Audit Committee. The Audit Committee is satisﬁed that arrangements

Financial
statements

In accordance with the guidance contained in the Turnbull Report, the
Board, with the assistance of the Audit Committee, has completed its
annual review of the effectiveness of the internal system of control,
and is satisﬁed that it is in accordance with that guidance.

Helmut Kern
Chairman of the Audit Committee
15 March 2013

Governance

The Group has an internal audit department, which also carries out the
Company’s risk management monitoring. During the year, management
identiﬁed the risks attaching to the business and, on an ongoing basis,
efforts are being taken to mitigate these risks. Throughout the year
bwin.party’s internal auditors performed internal audits of ofﬁces
and departments within the business to assess whether adequate
internal controls are in place to protect the Group, its employees and
shareholders. The internal audit reports are presented to the Audit
Committee and the Head of Internal Audit meets regularly with the Audit
Committee as well as Chairman of the Audit Committee, to whom he has
direct access.

In addition to their statutory duties, BDO LLP is also employed where,
as a result of their position as auditors or for their speciﬁc expertise, they
either must, or the Audit Committee accepts they are best placed to,
perform the work in question. This is primarily work in relation to
matters such as shareholder circulars, Group borrowings, regulatory
ﬁlings and certain business acquisitions and disposals. In such
circumstances the Audit Committee will separately review the speciﬁc
service requirements and consider any impact on objectivity and
independence of the auditors and any appropriate safeguards to this.
As such the Audit Committee believes it appropriate for these non-audit
services to be excluded from the 1:1 ratio set out above. In the year
ended 31 December 2012 the total fees paid to the external auditors
in respect of due diligence for acquisitions was €0.07 million.

Board of
Directors

bwin.party maintains a robust system of internal control for the purpose
of safeguarding the investment of shareholders in the Company and the
Group’s assets. At least annually the Board conducts a review of the
effectiveness of the Group’s system of internal controls, covering all
material controls, including ﬁnancial, operational and compliance
controls and risk management systems. bwin.party’s system of internal
control reduces the probability that business risks might impede the
Company in achieving its objectives, but it cannot eliminate these risks
and can therefore provide only reasonable, not absolute, assurance
against material misstatement or loss.

Responsibility &
relationships

Risk management and effective internal controls
The section, ‘Key risks’ on pages 56 and 57 of the Annual Report sets out
the main risks impacting the Group’s business.

Markets
and risks

In 2013, the Audit Committee has met once to review and recommend
the approval of the 2012 full year results and the 2012 Annual Report.

In accordance with its duties, the Audit Committee made
recommendations to the Board on the appointment of the external
auditors, approved their remuneration (both subject to shareholder
approval) and also approved their terms of engagement. The Audit
Committee has also established a policy regarding the appointment
of external auditors to perform non-audit services for the Group and
will keep this under continual review. This policy dictates that in the
Company’s ﬁnancial year, the total fees for non-audit services provided
by the external auditors, excluding non-audit fees for due diligence
for acquisitions and other speciﬁc matters noted below, should not
exceed the total fees for audit services they provide. In the year
ended 31 December 2012, the proportion of total non-audit fees
to total audit fees paid to the external auditors was 0.14:1.0.

Review
of 2012

Through these meetings and review process the Audit Committee has
satisﬁed itself that proper and satisfactory internal control systems
remain in place to identify and contain business risks and that the
integrity of the Company’s ﬁnancial reporting is sound. In doing so
the Audit Committee continues to exercise its authority to seek any
information it requires from any employee of the Company.

External auditors
During the year ended 31 December 2012, BDO LLP was appointed under
an engagement letter to act as auditors to enable the Company to meet
its obligations to prepare ﬁnancial statements in accordance with
the Listing Rules. For the purposes of ﬁling the Company’s ﬁnancial
statements in Gibraltar, BDO LLP and BDO Limited have been appointed
to act as joint auditors to allow an audit report to be issued under
section 10 of the Gibraltar Companies (Accounts) Act 1999.

Strategy

At these meetings, members of the Audit Committee met with
management and with the internal and external auditors. The Audit
Committee members also met privately with the external auditors and
separately with the internal audit function, without management
representatives present.

are in place for the proportionate and independent investigation of such
matters and for appropriate follow-up action.

Overview

• Updated report from the external auditors on their plans for auditing
the 2012 annual ﬁnancial results
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F. Ethics Committee Report
Purpose
The Board believes that the way in which the Group behaves and
interacts with its stakeholders is key to the Group’s long-term success
and development. The Board has appointed an Ethics Committee,
to cover corporate and social responsibility (CSR) matters, despite there
being no requirement to do so under the Code.
Membership
The members of the Ethics Committee are:

• Update reports from the Head of Regulatory Compliance, Anti-Money
Laundering Ofﬁcer and Head of CSR
• GoodCorporation review
• CSR disclosures in the 2011 Annual Report
• Charitable donations planned by the Group for 2012
• Annual review of the Committee’s work in 2011 and its terms
of reference
October:
• Reports from the Head of Regulatory Compliance, the Anti-Money
Laundering Ofﬁcer and Head of CSR
• Internal audit review of Regulatory Affairs function

• Tim Bristow (Chairman)

• Establishment of a Licensed Operations Audit function

• Per Afrell

• 2013 CSR budget formula and proposed charitable donations

• Helmut Kern

• The InterTrader business and its regulatory compliance function

• Lewis Moonie

• Nevada suitability process

Responsibilities
The Ethics Committee has adopted terms of reference, approved by
the Board that are available on the Company’s website: http://www.
bwinparty.com/AboutUs/CorporateGovernance/EthicsCommittee.
aspx. In summary, the main responsibilities of the Ethics Committee are
to ensure that the Group has policies and effective controls regarding
the following:

• Charitable donations and pro bono work in 2012

• responsible gaming including the prevention of underage or problem
gambling;

Tim Bristow
Chairman of the Ethics Committee
15 March 2013

• compliance with the gaming and ﬁnancial services licenses held by
the Company or any of its subsidiaries;
• gambling licence probity matters;
• anti-money laundering;
• the fairness and integrity of the Company’s gaming and trading
systems and the process for managing any challenges to the fairness
and/or integrity of these systems;
• privacy and data protection;
• employment matters relating to codes of conduct and health
and safety;
• Charitable donations and investment in the local community;
• the Company’s suppliers and service providers; and
• the Company’s impact on the environment
From a day-to-day management perspective, the CFO has executive
responsibility for CSR matters and he is invited to attend Ethics
Committee meetings. The CEO attends meetings from time to time.

In 2013 the Ethics Committee has met once to consider the CSR disclosures
in the 2012 Annual Report and receive reports from the Head of Regulatory
Affairs and Compliance, the Anti-Money Laundering Ofﬁcer, Head of CSR,
Head of InterTrader Compliance and GoodCorporation, and to approve the
proposed charitable donations for 2013. The Group’s approach to CSR and
related issues can be found on pages 58 to 65.

G. Integration Committee Report
Purpose
As many corporate mergers experience signiﬁcant challenges in
achieving their objectives, the Board wanted to ensure sufﬁcient
oversight was given to bringing about the delivery of economic
synergies and effective exploitation of the combined PartyGaming and
bwin assets. The purpose of the Integration Committee is to oversee
bwin.party’s Merger integration plan and ensure it is implemented
effectively in a timely manner.
Membership
The Integration Committee was established on 31 March 2011 and its
members during 2012 were:
• Manfred Bodner (Chairman)

Business during the year
During 2012 the Ethics Committee met twice to review and consider the
following business items:

• Simon Duffy

March:

• Norbert Teufelberger

• Nevada suitability process

The CFO and COO have also been invited to attend and participate in
Integration Committee meetings. On 15 January 2013 Jim Ryan retired

• Rod Perry
• Jim Ryan

Governance
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• Sale of surplus assets
October:
• Integration programme review and impact of regulating markets on
the timetable and integration resource
• Sale of surplus assets
December:
• Integration programme review and dotcom platform migration
• Sale of surplus assets
In 2013 the Integration Committee has met once to review the status
of the integration projects and the latest forecast synergies.

• Resolving any management disputes over any element of the
integration process;

Manfred Bodner
Chairman of the Integration Committee
15 March 2013

• In consultation with the Company’s Audit Committee, overseeing
that at all times the Group has in place the necessary management
structure and stafﬁng resource across all functions to continue to
effectively manage the risks attaching to the Group’s business
relating to integration matters;

• Monitoring communication of the progress of the integration process
to employees, shareholders, governments, regulators and any other
stakeholders and making recommendations to the Board accordingly.

March:
• Sale of surplus assets
• 2011 Annual Report disclosures on the integration process
• Annual review of the Integration Committee’s work and terms
of reference
• Integration programme review and Spanish market software release
• Review of non-core businesses and sale of surplus assets

Manfred Bodner, Tim Bristow, Lewis Moonie, Georg Riedl, Jim Ryan, and
Norbert Teufelberger served as members until 15 March 2012, when the
composition of the Nominations Committee was reduced to assist the
Committee with conducting its business more efﬁciently and effectively.
In accordance with the Code’s recommendation, a majority of the
members are independent.
Responsibilities
The Nominations Committee has adopted terms of reference,
approved by the Board that are available on the Company’s website:
http://www.bwinparty.com/AboutUs/CorporateGovernance/
NominationsCommittee.aspx. In summary, the main responsibilities
of the Nominations Committee are to:
• regularly review the structure, size and composition (including the
skills, knowledge and experience) required of the Board compared
to its current position and make recommendations to the Board with
regard to any adjustments that are deemed necessary;

Glossary

June:

• Rod Perry

Notice of Annual
General Meeting

• Integration programme review

• Per Afrell

Share
information

Business during the year
During 2012 the Integration Committee met ﬁve times to review and
consider the following business items:

• Simon Duffy (Chairman)

Financial
statements

• Ensuring that any product branding, cultural or employee morale
issues arising from the Merger are addressed effectively and resolved
by management; and

Membership
The members of the Nominations Committee are or have been:

Governance

• Making recommendations to the Board regarding any decisions
about the gaming platforms to be used by the Group or the software
rationalisation process, including any decisions relating to the
disposal of platforms and software;

Purpose
The Board has adopted a formal and transparent procedure for
the appointment of new Directors to the Board by appointing
a Nominations Committee to lead the process of appointment and
make recommendations to the Board. The Nominations Committee
also advises the Board on its structure, size, composition and matters
of Director and senior management succession.

Board of
Directors

• Making recommendations to the Board regarding the sale of any of
the Group’s material assets or businesses regarded by management
as redundant or surplus to requirements following the Merger;

H. Nominations Committee Report

Responsibility &
relationships

• Reviewing and making recommendations to the Board regarding any
material investment proposed by management in order to facilitate
the integration plan;

Markets
and risks

• Ensuring that the integration plan complements and supports the
Group’s rolling business strategy;

Review
of 2012

• Oversight of the preparations and implementation in a timely manner
of an effective plan across the Group to integrate the businesses of
bwin and PartyGaming;

• Integration programme review and impact of regulating markets on
the timetable and integration resource

Strategy

Responsibilities
The Integration Committee has adopted terms of reference,
approved by the Board that are available on the Company’s website:
http://www.bwinparty.com/AboutUs/CorporateGovernance/
IntegrationCommittee.aspx. In summary, the main responsibilities of
the Integration Committee are to ensure that the Group has effective
controls and policies regarding the following:

August:
Overview

from the Company and this has been the only change to the Integration
Committee’s composition.
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• give full consideration to succession planning for Directors and other
senior management in the course of its work, taking into account the
challenges and opportunities facing the Company, and what skills and
expertise are needed on the Board in the future;
• be responsible for identifying and nominating candidates for the
approval of the Board, to ﬁll Board vacancies as and when they
arise; and
• make recommendations to the Board concerning the re-appointment
by shareholders of any Director.
Business during the year
During 2012 the Nominations Committee met four times to deal with the
following business:
March:
• How the results of the Board performance evaluation would feed into
a review of the Board’s composition
• Agree the recommendation for the re-appointments of each of the
Directors at the 2012 AGM
• The Committee’s membership, which led to the size of the Committee
being reduced from ten members to three
August:
• Tender process with recruitment ﬁrms to assist with the recruitment
of independent Non-Executive Directors
October:
• Review candidates put forward as independent Non-Executive
Directors and agree approach to be made with short-listed individuals
December:
• Considered status of independent Non-Executive Recruitment
• Reviewed the Board’s composition, size and independence in light
of the actual and proposed changes to the Board’s membership.
In 2012 the Board underwent a detailed performance evaluation with
Lintstock Limited, an experienced third-party corporate governance
adviser. Although the Board had functioned well and effectively in
overseeing the Merger integration process, the Nominations Committee
was mindful of both the Board’s size and the independence issue, as
well as of the need to ensure it has an appropriate balance of skills
and experience. The aim of the evaluation exercise was to review
how well the Board and its committees were operating and what
improvements should be made to ensure the experience and knowledge
of the Board was appropriate to lead bwin.party beyond the Merger
integration stage.
This evaluation process required each Director to answer a series of
questions on the performance of the Board, the Chairman, individuals
and committees and was followed up by each Director being
interviewed by Lintstock’s consultants. The results were presented to
the Nominations Committee and the Board once the Chairman had
discussed the conclusions of the review with each Director individually.
The review did not highlight any signiﬁcant short-comings with the way
in which the Board, its committees and individual Directors were
operating. It did emphasis that the Directors generally felt that the
Board was too large and that it could beneﬁt from an injection of fresh

experience relevant to the gaming sector from individuals who would
satisfy the Code’s criteria for independence.
In accordance with these recommendations, the Nominations
Committee commenced a search for two new independent Directors,
though this was reduced to one when Jim Ryan and Joachim stepped
down from the Board. Following an extensive global search managed
by a leading search ﬁrm, the Committee recommended and the Board
agreed that Sylvia Coleman should be appointed as an additional
independent Non-Executive Director. She joined the Board on 8 March
2013. This also satisﬁes the Board’s commitment to appoint at least one
female Director during 2013, though Sylvia Coleman’s appointment was
made on merit.
Early in 2013 the Board, its committees and individuals participated in a
further performance review by Linstock. The results of the review have
been shared with all Directors.
Terms of appointment
With the exception of the Chairman of the Integration Committee, which
provides for a term of three years from the Merger, the letters of
appointment for each of the Non-Executive Directors do not specify a
ﬁxed term of appointment. The Board has resolved, however, that if any
Non-Executive Director remains in ofﬁce for a period of six years, having
satisﬁed annual performance evaluations, then that Non-Executive
Director’s re-appointment will be subject to a rigorous review by the
Nominations Committee and Board, both bodies taking into account the
need to maintain an active and progressive Board. The Board does not
expect that any Non-Executive Director will serve for a period of greater
than nine years.
The Code recommends that notice or contract periods for Directors
should be set at one year or less. As disclosed in the Remuneration
Report on pages 87 and 88, the notice periods for all the Directors
comply with this recommendation.
The letters of appointment for the Non-Executive Directors and the
service agreements for the Executive Directors will be available for
inspection 30 minutes prior to and during the AGM.
Simon Duffy
Chairman of the Nominations Committee
15 March 2013

I. Directors’ Remuneration Report
Introduction
In 2012 bwin.party made good progress with the Merger integration
process, with greater synergy savings captured than originally forecast
at the time the Merger was announced and the successful migration
of all of the Group’s dotcom customers onto one software gaming
platform. Disappointingly these successes have been overshadowed
by regulatory uncertainty in the online gaming sector in Europe and the
lack of any meaningful regulation in the United States. The share price
and ﬁnancial performance of the Group has suffered as a result.
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2013 is the last year of operation for the Company’s senior executive
plans, the Value Creation Plan and Bonus Banking Plan. These two plans
agreed with shareholders over two years ago have delivered in line with
the rationale for these schemes and they have remained unchanged. The
Bonus Banking Plan and Value Creation Plan were seen in 2010 as a
holistic approach to drive both key performance indicator delivery and
shareholder returns. The plan targeted at shareholder returns (Value
Creation Plan) has not generated any contribution for participants over
the past two years, which is consistent with the share price
performance, and the Bonus Banking Plan has ensured that participants
have half of their annual awards deferred and linked to future share
price performance. We believe that these plans have performed as we
intended when created in 2010 at the time the Merger was announced.
The successor plans have been designed with our remuneration
consultants, PwC and we will be undertaking a consultation process
with our major shareholders later this year. It is anticipated that
following this consultation, a circular to shareholders setting out details
about the successor plans in the context of the Group’s business
strategy and forward looking remuneration policy will be published and
an Extraordinary General Meeting of shareholders convened to approve
the new plans. Information on this process will follow in due course.

The Board has appointed the Remuneration Committee to oversee
the remuneration policy and practices adopted by the Group. The
Committee’s terms of reference are available on bwin.party’s website,
http://www.bwinparty.com/AboutUs/CorporateGovernance/
RemunerationCommittee.aspx.
The key objectives of the remuneration policy are to:
• Establish competitive remuneration terms that allow the Group
to recruit, retain and incentivise the most talented managers;
• Promote the achievement of bwin.party’s rolling three-year business
strategy through the provision of appropriate targets that stretch
and motivate employees to deliver on the strategic objectives;
• Ensure effective risk management and sustainable performance
is encouraged through reward; and

The Committee’s main responsibilities are:

• Review annually the total individual remuneration package of the
Senior Ofﬁcers;

• Approve the length and terms of all service contracts for the Executive
Directors and the appointment letter for the Board Chairman;

Glossary

• Review and approve the introduction of new share option and share
award schemes, set or recommend the performance criteria for
awards, determine each year whether awards will be made and the
overall amount of the awards and approve any awards proposed for
Senior Ofﬁcers; and

Notice of Annual
General Meeting

• Set and monitor performance criteria for any bonus arrangements
for the Senior Ofﬁcers and the framework of the bonus structure for
staff generally;

Share
information

• Liaise with the Nominations Committee to ensure that the
remuneration of any newly appointed Senior Ofﬁcer is within the
Company’s overall remuneration policy;

Financial
statements

• Ensure the remuneration policy provides for individuals to receive
appropriate remuneration and incentives to encourage enhanced
performance and to be rewarded, in a fair and responsible manner,
for their individual contributions to the success of the Group;

Governance

• Agree the remuneration policy for the Chairman of the Board,
Executive Directors, Company Secretary and senior executives
(together the ‘Senior Ofﬁcers’) and review regularly the ongoing
appropriateness and relevance of the remuneration policy;

Board of
Directors

• Ensure senior executive remuneration is aligned with the interests
of bwin.party’s shareholders and other stakeholders

Responsibility &
relationships

The auditors are required to report on the ‘auditable’ part of this report
and to state whether, in their opinion, that part of the report has been
properly prepared in accordance with the Directors’ Remuneration
Report Regulations 2002. BDO LLP and BDO Limited have audited the

Purpose of the Committee

Markets
and risks

This report has been prepared on behalf of the Board in accordance
with Schedule 8 of the Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008 (the ‘Regulations’). The report
also meets the relevant requirements of the Listing Rules of the
Financial Services Authority and describes how the Board has applied
the principles and complied with the provisions of the UK Corporate
Governance Code relating to Directors’ remuneration. An advisory
resolution to approve the report will be proposed at the Company’s
Annual General Meeting on 19 June 2013.

Unaudited

Review
of 2012

In accordance with best practice, the Remuneration Committee
continues to regularly review the Group’s risk policy against the
operation of the Company’s incentive plans to ensure that their
operation is consistent with this policy. The Committee believes that
the opportunities within the incentive arrangements are warranted by
the challenges set out above and that these arrangements encourage
the sustainable long-term value of the Company and alignment with the
interests of shareholders.

Rod Perry
Chairman of the Remuneration Committee
15 March 2013

Strategy

sections headed ‘Summary of the long-term incentive plans’ and
‘Total emoluments overview’ to the extent they are required to
do so by these regulations.

Overview

It remains a core objective of the Group’s remuneration policy to provide
competitive remuneration packages that support the business and its
strategic goals, by recruiting and retaining high calibre individuals.
It is essential that these individuals have the necessary skills and
entrepreneurial drive to grow the business and ensure bwin.party
continues to be a leader in digital entertainment. Retention of key
employees has and will continue to be challenging for the Group as
the Merger integration process moves towards completion in 2013,
the business adapts to navigating the current regulatory environment
and new competitors enter the sector in the US looking to recruit from
the Group’s talent pool.
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• Approve the terms of termination of the Chairman of the Board or
any Executive Director and ensure such terms are fair and reasonable
and not excessive, that failure is not rewarded and that the duty to
mitigate loss is fully recognised.
Membership
The members of the Remuneration Committee are all independent
Non-Executive Directors:

• Carried out the annual review of the Remuneration Committee’s work
and terms of reference
June:
• Reviewed the terms of the pre-Merger loans made to Norbert
Teufelberger and Manfred Bodner prior to the Merger
August:
• Received a report on executive remuneration trends from PwC

• Rod Perry (Chairman)

• Reviewed the Group’s remuneration strategy

• Per Afrell

• Considered the process and timetable for introducing the successor
plans for the Value Creation Plan and Bonus Banking Plan

• Helmut Kern
• Lewis Moonie
Advisers
PricewaterhouseCoopers LLP (‘PwC’) in London provides guidance to the
Remuneration Committee on remuneration trends, short- and long-term
incentives and general market remuneration developments. PwC was
appointed by the Committee following a tender process in mid-2010 in
which a number of potential advisers participated. PwC’s performance
is regularly reviewed by the Remuneration Committee. During 2012
separate departments of PwC in London have provided internal audit
reviews of bwin.party’s payroll and sports-betting marketing functions
and PwC ﬁrms in France and Italy have also provided corporate tax
advice to the Company’s French and Italian subsidiaries respectively.
This work was completely unrelated to and segregated from the work
performed by PwC’s remuneration consultancy and in the Remuneration
Committee’s view did not undermine their independence.
The Company Secretary is the secretary to the Remuneration
Committee.
In performing its duties during the year, the Remuneration Committee
consulted with the Chairman of the Board, the Group Human Resources
Director, the Co-CEOs and the CFO. The Remuneration Committee
ensured that no individual was involved in any decisions about their
own remuneration.
Business during the year
During 2012 the Remuneration Committee met four times to review and
consider the following items of business:

• Reviewed a revised comparator group to be used as part of the
process for determining Executive Director remuneration
• Monitored the Group’s Clean EBITDA performance versus the target
for 2012
December:
• Considered potential successor plans for the Value Creation Plan and
Bonus Banking Plan
• Adopted a revised comparator group for Executive Director
remuneration
• Received a report on the implications of a potential corporate
restructuring on the current share plan awards
• Approved the ﬁnal remuneration terms for the retiring Co-CEO
• Met with PwC without management representatives present.
Remuneration policy
The online gaming sector continues to be a highly competitive
and dynamic environment and the following key factors are taken
into account:
• The nature of the market in which the Group operates and, in
particular, the fact that the regulation and legality of online gaming
varies from jurisdiction to jurisdiction, is subject to uncertainties and
may be impacted by adverse changes to regulation of online gaming
or the interpretation of regulation by regulators;
• The need for incentive arrangements to incorporate suitable
risk adjustment provisions to ensure executives do not receive
unjustiﬁed windfalls;

March:

• The need to attract and retain key talent and drive high performance;

• Considered the UK Government’s executive remuneration
consultation

• Increasing regulation impacting the Group’s margins due to additional
cost of compliance and taxation;

• Set 2012 salary levels

• The requirement for the Executive Directors and certain senior
executives to relocate and discharge all of their responsibilities
from Gibraltar;

• Determined the contributions to be made under the Bonus Banking
Plan for 2011
• Considered the performance under the Value Creation Plan
• Reviewed and approved staff retention initiatives
• Ratiﬁed the 2012 performance formula for the Bonus Banking Plan
and Bonus and Shares Plan
• Reviewed the proposed Directors’ Remuneration Report for the year
ended 31 December 2011

• The opening of the US online gambling market under a federal or state
licensing regime, together with the timing of such a development, may
have a substantial impact on the Group’s ﬁnancial and share price
performance. The remuneration policy has to be ﬂexible and durable
enough to accommodate these changes without becoming
compromised; and
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• Comparative total shareholder return targets are inappropriate as
even direct industry comparators have a different business mix and
different risk exposure;

(ii) a bespoke comparator group of the following international
companies:
Lottomatica
NCR
MGM Resorts
Netﬂix
Scientiﬁc Games Corp.
Shufﬂe Master
Take Two Interactive Software
Unibet
William Hill
WMS Industries
Zynga

The following table summarises the Remuneration Committee’s policy for each element of the remuneration package against the previous comparators:

Bonus

Pension

Beneﬁts in kind

Potential total
short-term
remuneration available

Potential annual
share awards

Potential total
compensation value

Median

Upper
Quartile

Lower Quartile

Lower
Quartile

Median to
Upper Quartile

Upper
Quartile

Median to
Upper Quartile

The policy in respect of long-term incentives
and potential compensation value is an
extension of the policy on total short-term
remuneration. Executive Directors will only
receive a market competitive package if
the annual bonus and long-term incentives
are earned.

On Target

Salary

Salary

Maximum

Salary

Beneﬁts

Beneﬁts

Beneﬁts

Bonus

50% of Maximum
Contribution

100% of Maximum
Contribution

Fair Value of
VCP Award at Grant

50% of the
Fair Value

100% of the
Fair Value

Glossary

The Committee also considers corporate performance on environmental, social and governance (‘ESG’) issues when setting the remuneration
of Executive Directors and senior managers, ensuring these good practice objectives are appropriately addressed in each individual’s objectives.
The Remuneration Committee also reviews whether incentive structures may raise ESG risks by inadvertently motivating irresponsible behaviour
and is of the view that this is not the case with the current incentive structures.

Notice of Annual
General Meeting

Assumption

Share
information

The charts on page 80 show the on-target and maximum compensation for each of the Executive Directors based on the following assumptions for 2012:

Financial
statements

This supports the performance based culture of the Company. Fixed costs are tightly managed and total
short-term remuneration will only exceed the median if the performance-based bonus is earned for the relevant
ﬁnancial year. In certain circumstances, the Remuneration Committee will, at its discretion, set base salary outside of
policy in order to secure the recruitment and retention of the appropriate individual for the role. In such cases the
Committee will take into account factors such as the individual’s skills and level of experience.

Governance

Base salary

Board of
Directors

Aristocrat Leisure
Bally Technologies
Betfair Group
Betsson AB
Boyd Gaming
Caesars Entertainment
Electronic Arts
Expedia
HSN
IAC/InterActivecorp
International Game Technology
Ladbrokes

Responsibility &
relationships

• The remuneration challenge for the Group is to have remuneration
arrangements in place where part of the reward provided to senior
executives is linked to shareholder return and is not completely
undermined by the risk factors impacting the sector and the Group.

(i) companies in the FTSE 250 Index; and

Markets
and risks

• Incentives need to be ﬂexible enough to deal with the changing
regulatory environment in which the Group operates; and

Comparator groups
The Remuneration Committee has adopted a combination of the
following comparator groups to benchmark its remuneration:

Review
of 2012

• Long-term incentives with standard three-year performance periods
are difﬁcult to use to motivate and retain senior executives due to the
fast moving nature of the market;

Strategy

In this context particular focus is placed on providing a share-based
remuneration package appealing to entrepreneurial and innovative
executives. The current share-based awards were designed in 2010 and
introduced in 2011 following the completion of the Merger and aim to
take account of the risks associated with the online gaming business
and seek to address the following factors:

As a result of the above considerations, the Group has adopted a
highly leveraged incentive policy to ensure that the proﬁle of the
remuneration on offer is supportive of the Group’s business strategy
and the effect of legislative changes. In conjunction with this
approach, the policy adopts comparatively modest elements for
the ﬁxed elements of the total remuneration package, with salaries
targeted at median quartile levels, minimal beneﬁts and a minimum
matching pension provision of 1% of salary.

Overview

• The need to reconcile UK corporate governance guidance with
market remuneration practices in all jurisdictions where the Group
has employees.
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CEO – On Target

CEO – Maximum
Salary
Beneﬁts
Bonus Banking Plan
VCP (Fair Value)

Salary
Beneﬁts
Bonus Banking Plan
VCP (Fair Value)

COO – On Target

COO – Maximum
Salary
Beneﬁts
Bonus Banking Plan
VCP (Fair Value)

Salary
Beneﬁts
Bonus Banking Plan
VCP (Fair Value)

CFO – On Target

CFO – Maximum
Salary
Beneﬁts
Bonus Banking Plan
VCP (Fair Value)

Salary
Beneﬁts
Bonus Banking Plan
VCP (Fair Value)

Remuneration components
a. Salaries
Policy – Lower Quartile to Median of Comparator Groups
Name and role

2012
Basic Salary

2013
Basic Salary

Percentage
Increase

Jim Ryan Co-CEO

£500,000

–

–

Norbert Teufelberger Co-CEO

£500,000

£500,000

0.0

Joachim Baca COO

£446,000

–

–

Martin Weigold CFO

£446,000

£446,000

0.0

Jim Ryan and Joachim Baca stepped down as Directors of the Company
with effect from 15 January 2013. Details of Jim Ryan’s departure terms
are set out on page 84 of this report. Joachim Baca remains an employee
of the Group and his remuneration terms have been adjusted to reﬂect
the fact he is no longer an Executive Director of the Company.
When determining the base salary of the Executive Directors the
Committee takes into consideration:
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• The performance of the individual Executive Director;

*Company total cash
(including value of
deferred share element
under the BBP) £000’s

Jim Ryan Co-CEO

300

1,500

Norbert Teufelberger Co-CEO

300

1,500

Joachim Baca COO

250

1,115

Martin Weigold CFO

250

1,115

100–200

210–690

Name / Role

Top tier senior managers

* Total Cash is base salary plus targeted levels of bonus. It should be noted that under the BBP
50% of the element earned is deferred in shares.

b. Beneﬁts
Policy – Lower Quartile of Comparator Groups

Policy – Lower Quartile

(Bonus and long-term incentives)
Policy – Upper Quartile of Comparator Groups

(i) Bonus Banking Plan (‘BBP’)
The key features of the BBP are:

(i) the BBP provides ﬂexibility for the Remuneration Committee to set
annual targets mitigating against some of the risks of the sector;
(ii) the use of strategic key performance indicators as additional
conditions for payments to be made under the BBP allows a more
holistic, ﬂexible and durable approach rather than focusing purely
on a relatively narrow set of ﬁnancial metrics;
(iii) it ensures that any objectives based on integration and synergy
savings from the Merger are underpinned by proﬁt performance
before any bonus is earned;
(iv) the minimum performance thresholds ensure that key executives are
encouraged to focus on sustainable long-term performance; and
(v) the deferral in shares and the real risk of forfeiture through claw-back
ensure a balance between the interests of shareholders and key
executives.

Glossary

• In 2011, at the beginning of the plan period of three ﬁnancial years,
participants were given a plan account to which contributions
are made

• The Remuneration Committee believes that the BBP is appropriate
and supports the remuneration policy for the following reasons:

Notice of Annual
General Meeting

During 2012 the Executive Directors participated in the Bonus Banking
Plan and Value Creation Plan, which were both introduced in 2011 in
conjunction with the Merger and following extensive shareholder
consultation and a binding vote at the extraordinary general meeting
of the Company’s shareholders on 28 January 2011.

• participants are entitled to an annual payment of 50% of their plan
account at the end of each plan year. All balances are deferred into
shares. On the fourth anniversary of the start of the plan period
(1 January 2014) the remainder of the balance of participants’ plan
accounts will be paid in bwin.party shares.

Share
information

The incentive plans remain a core element of the remuneration policy in
incentivising and retaining executives and aligning their interests with
those of bwin.party’s shareholders.

• where the forfeit threshold Clean EBITDA is not achieved 50% of the
deferred balance in a participant’s plan account will be forfeited;
and

Financial
statements

d. Incentives

• a participant’s annual payment from the bonus pool is also subject
to the satisfaction of additional individual performance objectives;

Governance

In April 2012 the Group introduced a ﬂexible beneﬁts programme and
this provides the option for employees to contribute to a companyprovided pension, with a modest contribution by the employing entity
of 1% of salary if the employee contributes at least 3% of their salary.

• assuming the threshold is met a percentage of Clean EBITDA is used
to create the bonus pool;

Board of
Directors

c. Pensions

• a minimum threshold level of Clean EBITDA for each ﬁnancial year
is required for there to be any payment under the BBP;

Responsibility &
relationships

Beneﬁts only include private medical insurance, permanent health
insurance and life assurance. In line with the remuneration policy the
level of ﬁxed costs incurred as part of the executive remuneration
package has been set at the minimum level. Details of the monetary
values attributable to these beneﬁts for 2012 are set out in the
emoluments table on page 89.

• The Remuneration Committee sets the performance criteria for each
plan year. The performance criteria are as follows:

Markets
and risks

The Committee uses comparisons with caution to avoid increasing
remuneration levels without a corresponding improvement
in performance.

Maximum annual
contribution
as a % of basic salary

Review
of 2012

• Pay and conditions throughout the Company. The Committee has
access to pay and conditions of other employees within the Group
when determining remuneration for the Executive Directors and also
considered the relationship between general changes to pay and
conditions within the Group as a whole. The general increase in
salaries across the Group was between 1.5 to 5%, with no increase for
senior members of management.

• Each participant has a maximum annual contribution as a percentage
of salary, set out in the table below, which provides the following total
cash opportunities for the Executive Directors

Strategy

• The individual Executive Director’s experience and responsibilities;
and

• No contribution is made to a participant’s plan account unless the
performance criteria are met

Overview

• The levels of base salary for similar positions with comparable
status, responsibility and skills in organisations of broadly similar
size and complexity;
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2012 Outcomes
The following table sets out the Clean EBITDA targets for 2012 and their level of satisfaction:
Clean EBITDA
Threshold

Clean EBITDA
on Target

Clean EBITDA
Maximum

Clean EBITDA

€131.6m

€164.5m

€197.4m

% of Clean EBITDA
credited to the
Bonus Pool

4.2%

6.8%

11.3%

% of Clean EBITDA
credited to the
Clean EBITDA
Bonus Pool

Value of
Contribution
to the Bonus Pool

2012 Outcomes

€m
2012 EBITDA
Clean EBITDA Maximum

€164.9m

6.8%

Clean EBITDA on Target
Clean EBITDA Threshold

€11.2m
50

0

100

150

200

In addition, the Remuneration Committee has reviewed the performance of the Executive Directors and senior executives against their personal objectives
set for 2012. The objectives for the COO, CFO and senior executives were set by the Co-CEOs, whilst the objectives for the Co-CEOs were set by the Chairman.
All these personal objectives were reviewed and approved by the Remuneration Committee at the beginning of 2012 before being rolled out.
The 2012 objectives included:
Co-CEOs

COO

CFO

– Drive a performance culture

– Realise the forecast synergies and integrate the
– Deliver, adjust and refresh the corporate strategy with bwin and PartyGaming businesses, particularly
the gaming platform
focus on delivering strategies and tactical plans
regarding social gaming, US re-entry, mobile gaming, – Manage the substance and delivery of products and
payments, disposal of redundant assets and European services to the highest quality to satisfy customer
market diversiﬁcation
needs and thus maximising the value of players

– Drive a performance orientated culture by continuing
to oversee the Group’s proﬁt and loss account and
budget and providing leadership by providing
ﬁnancial tracking to business leaders and control and
corrective action where necessary

– Deliver on the integration plan and the planned
2012 synergies

– Oversee the optimisation of software development,
IT operations and quality assurance

– Support the strategic decision-making process
and deliver on tactical plans supporting the
business strategy

– Position the Group for entry into all commercially
viable regulated markets

– Oversee the development and improvement of the
Group’s payment processing offering

– Finalise the integration of the bwin and PartyGaming
ﬁnancial systems

– Develop a robust organisation that lives the corporate – Continue to improve the customer service experience – Ensure forecast synergies are captured
core values, has effective succession plans in place,
– Expand the digital channels through which customers – Prepare the annual budget for the Group and provide
where the Co-CEOs work together to deliver the
monitoring information for ongoing follow-up reviews
can play the Group’s games
strategy and provide appropriate and effective
co-operation with the Board

As a result of this review process, the Remuneration Committee has determined that the Executive Directors are entitled to the following contributions
in respect of 2012:
Name and role

Norbert Teufelberger Co-CEO
Joachim Baca COO
Martin Weigold CFO

2012 Contribution
(percentage of annual salary)

Deferred shares/Value
from 2011 Contribution*

£873,750

327,095

(174.8%)

£361,375

£666,909

230,862

(149.5%)

£255,056

£639,034

231,348

(143.1%)

£255,593

Total Value

Cash
Payment for 2012

Deferred
Shares/Value*

£1,235,125

£617,562

£617,562

£921,965

£460,983

£460,983

£894,627

£447,314

£447,314

558,981
417,254
404,882

* For the value of the deferred 2011 contribution, the number of deferred shares has been divided by the average bwin.party share price for the 30-day measurement period to 31 December 2012,
which was 110.48 pence. For the number of shares deferred after the 2012 contribution the total deferred value has been divided by the 110.48 pence average share price.
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%
CEO

COO

• At each measurement date participants will bank shares (in the
form of a nil-cost option) with a value equivalent to the excess value
created using the prevailing share price. 50% of any banked shares
will become exercisable at the end of year 3 (2013), with the remainder
at the end of year 4 (2014)
• The level of value created for shareholders will be determined by
reference to the appreciation in the Company’s share price, the
amount of dividends paid and any share buy-backs (absolute total
shareholder return)

Strategy

The following chart shows the actual Company contribution to the
plan accounts for the Executive Directors for 2012 compared to their
maximum annual contribution:

• The size of the VCP Pool is not capped
Overview

Details regarding Jim Ryan’s contributions and payments under the BBP
are set out in the ‘Outgoing Co-CEO’ section on page 84.

CFO
0

50

100

150

200

250

300

– 10% compounded annually from the initial price; and

Number of
VCP Points

% of VCP Pool

Jim Ryan

1,000,000

10

Norbert Teufelberger

1,000,000

10

Joachim Baca

1,000,000

10

Martin Weigold

1,000,000

10

200,000 – 400,000

2-4

The price at which a VCP pool will begin to be created in respect of 2013
is if the average share price for the 30-day period to 31 December 2013
is 201.67 pence, being a 10% increase over the 2012 hurdle rate.
Share price on measurement date is 138.53 pence
10% p.a.
10% p.a.

151.52
pence

Year 1
Threshold
Price
166.67 pence

Year 1 (2011)

Year 2
Threshold
Price
183.34 pence

Year 2 (2012)

Year 3
Threshold
Price
201.67 pence

Year 3 (2013)

Glossary

• The value to each participant will be set by reference to the number
of VCP points held in proportion to the total VCP points allocated and
will be delivered in shares

The average share price for the 30-day period to 31 December 2012
was 110.48 pence. The share price had to reach a minimum of 183.34
pence before a VCP pool of value was created for participants and
therefore there are no awards to be granted under the VCP in respect
of 2012.

Notice of Annual
General Meeting

• These VCP points have no value on grant but give the participants
the opportunity, during the three-year performance period, to share in
4% of the total value created for shareholders in excess of an annual
hurdle of 10% share price growth from the initial share price at annual
measurement points

• the annual banking of shares under the VCP results in an immediate
shareholding which because of the restrictions on disposal provides
an ongoing exposure to the share price of the Company, therefore
encouraging decisions maintaining and enhancing shareholder value

Share
information

Name

• key executives will only beneﬁt from material increases in absolute
total shareholder return ensuring a direct alignment between the
beneﬁts received and value to shareholders; and

Financial
statements

Under the VCP, participants have been allocated a number of VCP points
from a total pot and the Executive Directors have received the following:

• it incentivises participants to focus on building shareholder value;

Governance

(ii) Value Creation Plan (‘VCP’)
The key features of the VCP are:

The VCP ﬁts with the Group’s remuneration policy because:

Board of
Directors

For 2013 the Remuneration Committee has again set the minimum
threshold for a payment under the BBP. This is not disclosed in this report
because the information is commercially sensitive, but will be disclosed
in the 2014 Directors’ Remuneration Report (using the format set out
above). The personal objectives for the Executive Directors and senior
executives have also been set and agreed by the
Remuneration Committee.

The initial price set in 2011 was 151.52 pence, so the target share price
at which a VCP pool of value would start to be created for participants
was 166.67 pence. The average share price for the 30-day period to
31 December 2011 was 138.53p. Consequently, the hurdle price which
needed to be reached by the end of December 2012 before any value
could begin to be attributed to the VCP was 183.34 pence, being a 10%
increase over the 2011 hurdle price of 166.67 pence.

Responsibility &
relationships

2013 maximum annual contribution and performance targets
The Company 2013 maximum annual contribution for the remaining
Executive Directors participating in the BBP is the same as the levels set
for 2012.

Markets
and risks

Actual Bonus Contribution (% of Salary)

Top-tier senior manager

• The annual hurdle will be the higher of:
– the average share price at the start of the relevant year (or
previous measurement date if this is higher than at the start
of the relevant year).

Maximum Contribution (% of Salary)

Review
of 2012

• The shareholder value created at each measurement date will be
calculated using the average share price over the 30 day period prior
to the relevant measurement date
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Total remuneration
Policy – median to upper quartile of comparator groups
The Remuneration Committee’s policy is to set the potential total remuneration at the median to upper quartile of the comparator groups. The level
of total remuneration actually received will be dependent on the level of bonus earned under the BBP and the shares awarded under the VCP.
The table below shows for each of the Executive Directors the following information:
• the total remuneration payable under the Company’s remuneration policy against the comparators. Total remuneration consists of:
– base salary
– on target bonus
– fair value of long-term incentives
– pension contributions
• the actual total remuneration provided by the Company for 2012
Average of Comparators
Company

Company
Policy Level
£000’s

Median
£000’s

Upper Quartile
£000’s

2012 Actual
£000’s

Norbert Teufelberger Co-CEO

2,101

1,944

3,088

1,130

Joachim Baca COO

1,816

1,024

1,457

919

Martin Weigold CFO

1,816

858

1,247

905

Name

Outgoing Co-CEO
On 5 December 2012 the Company announced that Jim Ryan would be
retiring as Co-CEO of the Company with effect from 15 January 2013,
having served with the Company for 4.5 years as the CEO of PartyGaming
Plc and subsequently as Co-CEO of bwin.party digital entertainment plc.
In accordance with the terms of his service agreement Jim Ryan received
a payment in lieu of notice as follows:
– £500,000 in respect of his annual salary
– £17,141 in respect of his beneﬁts for the notice period
– £750,000 in respect of an ‘on target’ annual bonus payment for 2013
Under the terms of the settlement and waiver agreement entered
into with Jim Ryan, he was treated as a good leaver from the BBP in
December 2012 and received his earned contributions for 2011 and 2012.
Consequently, Jim Ryan received a 2012 contribution of £871,624 and
£359,848 in respect of the 327,095 bwin.party shares deferred from his
2011 BBP contribution (327,095 shares divided by 110.01 pence being the
average share price for the period 1 December to 21 December 2012).
These payments were made in cash. Under the rules of the BBP, Jim Ryan
was not entitled to participate in this plan for 2013. Jim Ryan was entitled
under the terms of his service agreement, as amended at the time of the
Merger, to mirror the terms of the newly appointed Co-CEO’s and COO’s
service agreement, to an ‘on target’ cash bonus payment in respect of
2013, payable as part of his payment in lieu of notice. Subsequent to the
2012 year end, the Remuneration Committee has agreed, at no cost to
the Company, the removal of the ‘on target’ cash bonus payment clause
from the service agreements of all the remaining executives (Norbert
Teufelberger, Martin Weigold and Joachim Baca). This type of clause will
not be included in any future service agreements.

No payment has been paid to Jim Ryan under the Value Creation Plan.
In 2013, following Jim Ryan’s departure from the Company, the Company
engaged Jim Ryan as a consultant to provide advisory services and
support in respect of the Group’s strategy to launch a US licensed online
gaming business when this market opens up on a federal and /or state
by state basis. The engagement of Jim Ryan’s services for this important
role is in the best interests of shareholders for the following reasons:
– His extensive knowledge and experience of the online gaming
industry built up over 12 years with ﬁve different businesses, during
which time he has managed ﬁve different poker networks.
– He is known to and has a good working relationship with bwin.party’s
US partners.
– He has a network of gaming and technology contacts in the US.
– His extensive knowledge of the US regulatory landscape
– He is already going through the Nevada probity process.
Under the terms of the consultancy agreement Jim Ryan is entitled to
a fee of £25,000 for the term of the contract. The consultancy services
will be provided until 31 December 2013.
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bwin.party Global Share Plan (Current Plan)
(All bwin.party employees including Executive Directors)

PartyGaming Plc Performance Share Plan (legacy pre-Merger plan)
(Jim Ryan, Martin Weigold and former PartyGaming senior management
team only)

Financial
statements
Share
information
Notice of Annual
General Meeting

Details of the awards under the ROP granted to Norbert Teufelberger,
Joachim Baca, Per Afrell, Manfred Bodner, Helmut Kern and Georg Riedl
are contained in the table on page 86. Whilst the UK Corporate
Governance Code recommends against granting options to NonExecutive Directors, Per Afrell, Manfred Bodner, Helmut Kern and Georg
Riedl received their original bwin options under a different corporate
governance regime (Austrian) and the ROP awards simply convert the
value of these original awards into bwin.party shares. No further share
awards will be made under the ROP.

Governance
Glossary

Under this plan launched in 2005, option awards have been awarded
with no cost on grant or exercise and generally without any performance
conditions. The shares used to fund exercised awards under this plan
come solely from the Employee Trust, no new shares are allotted to
satisfy awards and the majority of shares used by the Employee Trust to
satisfy exercised awards were donated by the founder shareholders of
PartyGaming in 2005 and 2006. Whilst the Remuneration Committee at
the time these options were granted recognised the recommendation
in the Combined Code on Corporate Governance (predecessor to the
UK Corporate Governance Code) not to award Executive Directors
long-term incentive awards without performance conditions or to
award options at a discount, the Remuneration Committee deemed
it necessary at the time to make these awards in order to attract and
retain the services of the recipients. The awards generally vest over a
period of ﬁve years. Other employees of the Group have participated

New bwin.party shares will be issued to satisfy exercised ROP awards,
however, as explained in the Merger prospectus and circular, these bwin.
party shares will not count towards the Company’s 10% dilution limit.

Board of
Directors

PartyGaming Plc Share Option Plan (legacy pre-Merger plan)
(Jim Ryan, Martin Weigold and former PartyGaming employees and
consultants only)

The Company introduced the bwin.party Rollover Option Plan (‘ROP’) at
the time of the Merger. The purpose of this plan was to effect the grant of
rollover options over bwin.party shares to replace unexercised options
granted under the two bwin fair market value option plans, some of
which were subject to performance conditions. On the day the Merger
took effect the bwin options over bwin shares were rolled over into
equivalent options under the ROP over bwin.party shares on
terms which reﬂected the same exchange ratio as applied to bwin
shareholders – 12.23 bwin.party shares for each bwin share. The shares
continue to vest on the same vesting timetable as the original
bwin options.

Responsibility &
relationships

The Bonus & Shares Plan, launched in 2011 after the completion of the
Merger duplicates in many respects the BBP. It uses the same Clean
EBITDA target set for the BBP and, in determining a participant’s
contribution, performance against individual objectives set at the
beginning of the year are considered. As with the BBP, bonuses are paid
in the form of a cash payment and deferred shares (awarded as nil-cost
share options or restricted stock), but unlike the BBP there is no
forfeiture mechanism for underperformance in future years. Deferred
shares vest over a three-year period. The maximum annual contribution
that can be earned under this plan is 150% of basic salary. The deferred
shares are funded through the allotment of new shares.

bwin.party Rollover Option plan (legacy pre-Merger plan)
(Norbert Teufelberger, Joachim Baca, former bwin non-executive
directors and former bwin employees only)

Markets
and risks

bwin.party Bonus & Shares Plan (Current Plan)
(bwin.party mid to senior management excluding those in the VCP
and BBP)

Under this plan launched in 2007, awards of restricted stock were
made and vested subject to the Company’s total shareholder return
performance over a three-year period versus that of a peer group.
Only the Executive Directors of PartyGaming and the senior
management team participated in this plan. Details of how this legacy
plan operated were set out in the 2010 Remuneration Report and all
outstanding awards had their performance measured to 28 January
2011, when shareholders approved the Merger. The vesting schedule for
all outstanding awards did not change. All awards have either vested or
lapsed under this plan. No awards have been made under this plan since
2010 and no awards will be granted in the future. New bwin.party shares
have been issued to satisfy vested awards.

Review
of 2012

Under the Global Share Plan launched in 2011 following the Merger,
participants are able to purchase a maximum of £1,500 worth of bwin.
party shares annually. Subject to retaining these purchased shares for
three years and continued employment, the Company can provide a
matching share for each employee share purchased. Participants,
excluding the Executive Directors, may also be awarded a nil-cost option
(no cost on grant and no strike price) or restricted bwin.party shares, up
to a value of £25,000 per annum (Executive Directors can only be granted
an award up to £3,000 in value per annum) if funded by newly allotted
Shares. These discretionary free share awards generally do not have any
performance conditions and vest over a three-year period. Generally
new shares are used to satisfy free share awards, whilst shares are
purchased in the market in respect of the purchased share and
matching share programme.

Strategy

in this plan and the majority of awards were made in the period 2005
to 2007. No awards have been made under this plan since 2010 and no
awards will be granted in the future.

Overview

Other share plans
In addition to the above plans, the Company also operates the following
plans some of which the Directors do or may participate in:
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PartyGaming All-Employee Option Plan (legacy pre-Merger plan)
(All former PartyGaming employees except Executive Directors)

of new shares. No new awards have been granted since 2010 and no
future awards will be granted under this plan.

Under this plan launched in 2007, all employees excluding the Executive
Directors were eligible to receive fair market options. These awards
vested over three years and were not subject to any performance
conditions. These awards, when exercised are satisﬁed by the issuance

Summary of the long-term incentive plans
The information contained in this table has been audited by BDO LLP
and BDO Limited.

Director

Jim Ryan*
Co-CEO

Award

Share Option
Plan
Performance
Share Plan

Norbert
Teufelberger Rollover
Co-CEO
Option Plan
Joachim
Baca
COO

Rollover
Option Plan

Martin
Weigold
CFO

Share Option
Plan
Performance
Share Plan

Per Afrell
NED

Rollover
Option Plan

Manfred
Bodner
NED

Rollover
Option Plan

Helmut Kern Rollover
NED
Option Plan
Georg Riedl
NED

Rollover
Option Plan

Number of shares
over which awards
granted at 1
January 2012

450,000

Number of shares
over which awards
granted during the
year ended 31
December 2012

Nil

Exercise price
of award
granted
(pence)

Vesting
Date

Vested
number of
shares

Exercise
Date

Exercised
number of
shares

–

31.03.12
30.06.12
30.09.12
31.12.12

75,000
75,000
75,000
225,000

03.05.12
30.06.12
01.10.12
31.12.12

75,000
75,000
75,000
225,000

Lapsed

Number of shares
over which awards
remain unvested or
unexercised at
31 December 2012

Expiry
date

Nil

Nil

30.06.18

125,000

Nil

–

31.03.12

125,000

31.03.12

125,000

Nil

Nil

–

2,503,958

Nil

123.0

–

2,503,958

–

Nil

Nil

2,503,958

01.04.20

2,503,958

Nil

157.0

–

2,503,958

–

Nil

Nil

2,503,958

01.04.20

2,503,971

Nil

154.0

–

2,503,971

–

Nil

Nil

2,503,971

18.05.20

113.0

–

244,600

–

Nil

Nil

244,600

02.01.17

244,600

Nil

100,000

Nil

–

31.12.12

50,000

–

Nil

Nil

100,000

09.04.19

337,500

Nil

–

31.03.12

337,500

31.03.12

337,500

Nil

Nil

–

163,075

Nil

155.0

–

163,075

–

Nil

Nil

163,075

22.05.20

163,063

Nil

151.0

–

163,063

–

Nil

Nil

163,063

22.05.20

2,503,958

Nil

123.0

–

2,503,958

–

Nil

Nil

2,503,958

01.04.20

2,503,958

Nil

157.0

–

2,503,958

–

Nil

Nil

2,503,958

01.04.20

2,503,971

Nil

154.0

–

2,503,971

–

Nil

Nil

2,503,971

18.05.20
22.05.20

163,075

Nil

155.0

–

163,075

–

Nil

Nil

163,075

163,063

Nil

151.0

–

163,063

–

Nil

Nil

163,063

22.05.20

163,075

Nil

155.0

–

163,075

–

Nil

Nil

163,075

22.05.20

163,063

Nil

151.0

–

163,063

–

Nil

Nil

163,063

22.05.20

* In addition to the above awards, part of Jim Ryan’s 2010 annual bonus was deferred into bwin.party shares, in respect of which the ﬁnal instalment of 68,182 shares vested on 31 March 2012.

Dilution summary
Issued share capital as at 28 February 2013

813,730,858

10% of issued share capital

81,373,085

5% of issued share capital

40,686,542

New issue limits

No more than 10% of issued share capital can be committed to the Global Share
Plan, BBP, VCP, Bonus & Shares Plan and PartyGaming Plc All-Employee Option Plan.
Within the above limit, no more than 5% of the issued share capital can be
committed to BBP, VCP and Bonus & Shares Plan.

Total number of shares committed to the Global Share Plan, Bonus & Shares Plan
and All-Employee Option Plan

17,724,698

To date no share awards have been made under the BBP or VCP. As described above, shares allotted in respect of the bwin.party Rollover Option Plan
(23,265,909 bwin.party shares as at 28 February 2013), which addresses the legacy bwin.party options awarded prior to the Merger, do not count
towards the Company’s 10% dilution limit.
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Review
of 2012

Service agreements
Notice Periods

Name

Date of
appointment

Nature of contract

From bwin.party

Compensation
provisions for early
termination

None

Rolling

12 months

12 months

30.06.08

Rolling

12 months

12 months

None

Norbert Teufelberger

31.03.11

Rolling

See below

See below

See below

Martin Weigold

04.04.05

Rolling

12 months

12 months

None

Position

Annual fee

Chairman of the Board*

£350,000

Deputy Chairman and Senior Independent Director**

£250,000

Chairman of the Integration Committee

£465,000

Independent Non-Executive Director

£130,000

Non-Executive Director

£100,000
£20,000

Additional fee for chairing the Ethics Committee

£20,000

* This fee includes chairing the Nominations Committee
** This fee includes chairing the Remuneration Committee

Notice of Annual
General Meeting

Additional fee for chairing the Audit Committee

Share
information

Non-Executive Directors
The fees paid to the Non-Executive Directors, excluding the Chairman
of the Board, are determined by the Board on recommendation from
the Executive Directors. The Chairman’s fee is determined by the
Remuneration Committee. Fees are determined by reference to market
information and the particular risks attaching to online gaming. The fees
levels have not changed since 2011.

Financial
statements

No compensation will be payable upon expiry of the term on the
third anniversary of his appointment date unless the period of the
consultancy agreement is less than 12 months, in which case Norbert
Teufelberger will receive an additional payment on the expiry of the
consultancy agreement equal to the amount (if any) by which the
aggregate of any termination payments under the service agreement
and payments under the consultancy agreement is less than the
payment in lieu of notice which Norbert Teufelberger would have
received under the service agreement if the Company had chosen
to exercise its right to terminate the service agreement by making a
payment in lieu of notice. If Norbert Teufelberger accepts the Company’s
offer, he will have no right to claim compensation in respect of the
termination of his contract of employment under the provisions
described above.

The service agreements are governed by English law and contain
non-compete provisions which apply during employment and for
12 months following termination.

Governance

work to a place other than Gibraltar by giving three months’ notice to
the Company in writing. The Company will then be required to pay the
relevant Executive Director a payment equal to the amount he would
have received had his employment been terminated in accordance with
the payment in lieu provision in his service agreement.

Board of
Directors

If Norbert Teufelberger’s employment is terminated prior to 31 March
2014 by the Company or by Norbert Teufelberger in certain prescribed
circumstances under the Regulatory Process Agreement or on a change
of control, in each case where there are no grounds for summary
termination by the Company, the Company will offer to engage him
as a consultant until 31 March 2014 on terms which are in respect of
remuneration (including incentive arrangements) no less favourable
when taken as a whole than the terms of his employment arrangements
would have been had they continued until 31 March 2014.

Responsibility &
relationships

31.03.11

Jim Ryan

Markets
and risks

From Director

Joachim Baca

If a change of control of the Company (as deﬁned in each service
agreement) takes place, each of the Executive Directors may, in
the 12 months following the change of control, terminate his
employment if the Company makes a material adverse change to
his title, responsibilities or status or changes his principal place of

Strategy

programme the vesting timetable was lengthened for replacement free
shares awarded under the Global Share Plan. Market value options over a
total of 21,538,025 bwin.party shares awarded under the PartyGaming
Plc All-Employee Option Plan and bwin.party Rollover Option Plan were
exchanged for awards under the Global Share Plan over a total of
4,770,934 bwin.party shares. The Remuneration Committee decided it
was appropriate to offer this one-off exchange, because many of the
outstanding fair market value options offered no material retention or
incentivisation beneﬁts. In addition, the exchange also greatly reduced
the dilutive impact of the Company’s share plans.

Overview

Option re-incentivisation and dilution reduction programme
During 2012, as part of a re-incentivisation exercise for employees in
the Group other than Directors, participants in the PartyGaming Plc
All-Employee Option Plan and bwin.party Rollover Option Plan were
offered a one-off opportunity to exchange outstanding fair market
value options for free shares awarded under the Global Share Plan. The
exchange formula was calculated on an equivalent black-scholes value
basis, hence there was no incremental fair value ceded to participants
and no additional share-based payment charge to recognise in relation
to the exchange exercise. As part of the terms of the exchange

Glossary
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The Chairman of the Integration Committee is a temporary appointment
for a three-year period to 31 March 2014 and is a position held by
Manfred Bodner. The role is important in overseeing that management
implements an effective integration of the bwin and PartyGaming
businesses and recognises many merging businesses fail to deliver the
synergy savings and other beneﬁts from a consolidation. In recognition
of the importance and special duties of the role, the Chairman of the
Integration Committee receives a higher fee than a Non-Executive
Director performing normal duties.

2012 he would receive a total contribution of £694,884 (equivalent to
150% of his annual fee). This amount added to the value of his 2011
deferred contribution of £278,133 (251,750 deferred shares multiplied by
110.48 pence, being the average share price for the 30-day measurement
period to 31 December 2012), results in a total contribution of £973,017.
Under the terms of the plan half of this amount (£486,509) is paid out in
cash and the other half is rolled into 440,359 deferred bwin.party shares
(£486,509 divided by 110.48 pence, being the average share price for the
30-day measurement period to 31 December 2012).

As part of the Chairman of the Integration Committee’s remuneration
package, he also participates in the Value Creation Plan and Bonus
Banking Plan. Under the Value Creation Plan, Manfred Bodner has been
awarded 1,000,000 VCP points, representing an entitlement to 10% of
any available VCP pool. As disclosed earlier in this report, no value was
created under the Value Creation Plan in respect of 2012. Under the
Bonus Banking Plan, Manfred Bodner is entitled to a maximum annual
contribution of 300% of his annual fee (equivalent £1,395,000). The
mechanics of the Bonus Banking Plan have been described earlier in this
report and Manfred Bodner is subject to the same Clean EBITDA target
and his personal objectives relate to the achievement of synergy cost
realisations. The Board resolved that in respect of his performance in

With the exception of the Chairman of the Integration Committee, the
Non-Executive Directors cannot participate in the Value Creation Plan
and Bonus Banking Plan or any other incentive arrangements operated
by the Company.
Each of the Non-Executive Directors has been appointed under a letter
of appointment. With the exception of the Chairman of Integration
Committee, these agreements do not provide for a ﬁxed term of
service, but each Director stands for re-appointment by shareholders
each year and the Nominations Committee and Board reviews matters
of independence, commitment and performance before recommending
a Director for re-appointment.
Notice Periods

Dates of letters of
appointment

Nature of contract

From bwin.party

From Director

Compensation provisions for
early termination

Simon Duffy

21.10.10

Rolling

6 months

6 months

None

Per Afrell

16.12.10

Rolling

3 months

3 months

None

Geoff Baldwin

14.07.11

Rolling

3 months

3 months

None

Manfred Bodner

24.12.10

Rolling

See below

See below

See below

Tim Bristow

01.05.07

Rolling

3 months

3 months

None

Helmut Kern

16.12.10

Rolling

3 months

3 months

None

Lewis Moonie

16.12.10

Rolling

3 months

3 months

None

Rod Perry

16.12.10

Rolling

3 months

3 months

None

Georg Riedl

16.12.10

Rolling

3 months

3 months

None

Name

If the appointment of Manfred Bodner is terminated prior to 31 March
2014 by the Company, by him not being re-elected by the shareholders
in a general meeting, or by Manfred Bodner in certain prescribed
circumstances under the Regulatory Process Agreement or on a change
of control, in each case where there are no grounds for summary
termination of the appointment by the Company, the Company will offer
to engage him as a consultant until 31 March 2014 on terms which are no
less favourable in terms of fees (including incentive arrangements) than
the terms of his letter of appointment would have been had it continued
until the third anniversary of his original appointment date.
No compensation will be payable upon expiry of the term on 31 March
2014 unless the period of the consultancy agreement is less than 12
months, in which case Manfred Bodner will receive an additional
payment on the expiry of the consultancy agreement equal to the
amount (if any) by which the aggregate of any termination payments
under the appointment letter and payments under the consultancy
agreement is less than the payment in lieu of notice which Manfred
Bodner would have received under the appointment letter if the
Company had chosen to exercise its right to terminate the appointment
letter by making a payment in lieu of notice. If Manfred Bodner accepts

the Company’s offer, he will have no right to claim compensation in
respect of the termination of his appointment under the provisions
described above.
Upon termination of the appointment of Manfred Bodner (except
where terminated summarily or where the appointment is terminated
in circumstances where the Company is required to offer him a
consultancy agreement – as described above), the Company will offer
him a new appointment letter on its standard terms then applicable
to Non-Executive Directors. Notice of termination of his current letter
of appointment has been served by the Company on Manfred Bodner
and the current terms of appointment will expire on 31 March 2014.
If a change of control of the Company takes place, Manfred Bodner
may, in the 12 months following the change of control, terminate his
appointment if the Company makes a material adverse change to his
title, responsibilities or status or changes his principal place of work
to a place other than Gibraltar by giving three months’ notice to the
Company in writing. The Company will then be required to pay him
a payment equal to the amount he would have received had his
appointment been terminated in accordance with the payment
in lieu provision in his letter of appointment.
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Name

Total
emoluments
€

Net proceeds
from exercise
of options
€

2012
total
€

2011
total
€

–

–

431,118

–

431,118

300,825

Chairman

431,118

Simon Duffy
Executive Directors

567,823

14,350

1,131,541

–

1,131,541

782,423

2,440,711

23,815

3,696,292

–

3,696,292

1,108,214

Norbert Teufelberger

615,883

760,692

14,947

1,391,523

–

1,391,523

956,273

Martin Weigold

549,368

550,986

14,338

1,114,692

–

1,114,692

1,940,107

Per Afrell

160,130

–

–

160,130

–

160,130

111,375

Geoff Baldwin

123,177

–

–

123,177

–

123,177

52,599

Manfred Bodner

572,771

599,265

–

1,172,037

–

1,172,037

802,776

Tim Bristow

184,765

–

–

184,765

–

184,765

171,900

Helmut Kern

184,765

–

–

184,765

–

184,765

134,655

Lewis Moonie

160,317

–

–

160,317

–

160,317

160,317

Rod Perry

307,942

–

–

307,942

–

307,942

313,425

Georg Riedl

123,177

–

–

123,177

–

123,177

85,950

Jim Ryan

Markets
and risks

549,368
1,231,766

Joachim Baca

Review
of 2012

Allowances/
beneﬁts
€

Strategy

Bonus
Banking Plan
Basic (Cash element only)
fee/salary
/ Cash Bonus
€
€

Total emoluments overview
The information contained in this table has been audited by BDO LLP
and BDO Limited.

Overview

External appointments
Executive Directors are required to seek the consent of the Board before
accepting external appointments as non-executive directors of other
companies. None of the Executive Directors serving in 2012 was or is a
director of a company outside the Group for which they or the Company
receives or received a fee during the year to 31 December 2012.

NEDs
Responsibility &
relationships
Board of
Directors
Governance

Notes
1) Jim Ryan’s retirement from the Board was announced on 5 December 2012. The basic salary includes a payment of €615,883 in respect of his payment in lieu of notice. In respect of the Bonus
Banking Plan (cash only)/Cash Bonus, €1,516,886 is in respect of his earned 2012 and deferred 2011 contributions and €923,825 in respect of his payment in lieu of notice ‘on target’ annual bonus
payment for 2013. Details of his remuneration terms are set out on page 84.
2) Simon Duffy, Joachim Baca, Norbert Teufelberger, Per Afrell, Geoff Baldwin, Manfred Bodner, Helmut Kern and Georg Riedl were all appointed Directors part way through 2011.

Directors’ interests in bwin.party shares

Director

Per Afrell
Geoff Baldwin
Manfred Bodner

31 December
2012

Total at 31
December
2012

326,138

326,138

366,252

244,600

244,600

244,600

1 January
2012

31 December
2012

1 January
2012

40,114

40,114

0

0

100,000

100,000

0

0

100,000

12,298,427

12,298,427

7,511,887

7,511,887

19,810,314

8,000

8,000

0

0

8,000

Simon Duffy

22,192

22,192

0

0

22,192

Helmut Kern
Lewis Moonie
Rod Perry
Georg Riedl
Norbert Teufelberger
Martin Weigold

0

326,138

326,138

326,138

16,152

0

0

16,152

5,086

5,086

0

0

5,086

856,100

856,100

326,138

326,138

1,182,238

1,469,394

2,255,758

786,364

0

2,255,758

12,298,427

12,298,427

7,511,887

7,511,887

19,810,314

319,400

656,900

437,500

100,000

756,900

Glossary

Jim Ryan

0
16,152

Notice of Annual
General Meeting

Tim Bristow

Share
information

Joachim Baca

Shares held under share plans

Financial
statements

Shares
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Performance graph
To assist shareholders in reviewing the appropriateness of bwin.party’s
remuneration policies and practices, the Company is required by
regulation to set out a graph in this report showing the total shareholder
return (‘TSR’) of bwin.party’s shares against the TSR performance of a
suitable index over a ﬁve-year period. The Remuneration Committee has
chosen to use the FTSE250 Index as the comparator, because the
Company has been a constituent of this index for the last ﬁve years.
The following graph plots the value of £100 in bwin.party’s shares and
in the FTSE250 Index from 31 December 2007 to 31 December 2012.
The change in value of the holdings in the FTSE250 Index reﬂects any
changes in the constituent companies over the period. The value of
dividend income is treated as reinvested in the period.
Value of £100 since 01 January 2008
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J. Other Governance and Statutory Disclosures
and the 2013 AGM

(ii) Share allotment history:

Shares allotted for share plans
during 2012
Shares bought back for
cancellation in 2012
Shares allotted for share plans
in 2013 (to 12 March 2013)
Shares bought back for cancellation
in 2013 (to 12 March 2013)

(iii) Allotment authority
At the 2012 AGM the Directors were authorised to allot new shares up to
an initial aggregate nominal amount of £41,094 (273 million shares), with
a further authority to allot further new shares up to an aggregate of £41,094
to be used only for a fully pre-emptive rights issue. This 2012 AGM authority
expires at the Company’s 2013 AGM (or, if earlier, at close of business on
7 September 2013).
The Directors were also empowered at the 2012 AGM, pursuant to the
articles, to allot shares for cash, pursuant to the above 2012 AGM authority,
as if pre-emption rights did not apply to the allotment, provided that such
authority be limited to (i) the allotment of shares in connection with a rights
issue, open offer or any other pre-emptive offer in favour of shareholders,
but subject to such exclusions as may be necessary to deal with the
fractional entitlements, or legal or practical problems under any laws,
or requirements of any regulatory body in any jurisdiction; and (ii) the
allotment (otherwise pursuant to (i) above) of shares for cash up to an
aggregate nominal amount of £6,164 (41 million shares). This authority
also expires at the Company’s 2013 AGM (or, if earlier, at close of business
on 7 September 2013).

(iv) Share buyback authority
At the 2012 AGM shareholders granted the Board authority to purchase
on behalf of the Company 82,188,269 bwin.party shares, representing
at the time 10% of the Company’s issued share capital. Information
about the number of shares purchased during 2012 is set out in the
table above and is available on the bwin.party corporate website
(www.bwinparty.com). As there is no facility to hold shares in treasury
under Gibraltar company law, all purchased shares have been cancelled.

Share capital
(i) Authorised share capital: £225,000 dividend into 1,500,000,000
ordinary shares of £0.00015 pence each.

1 January 2012

Further information regarding bwin.party’s shares and depositary
interests are set out in the ‘Share information’ section on pages 142
to 145 of the Annual Report.

The 2012 AGM allotment authorities have not been utilised to date.
The Directors do, however, believe it is in the Company’s best interests
to have the ﬂexibility to issue new shares within these parameters and
are seeking a renewal of these authorities at the 2013 AGM.

FTSE 250

Event

The rights attaching to the ordinary shares and depositary interests
are contained in the bwin.party Articles of Association and deed poll
respectively. Both these documents are available on the bwin.party
corporate website, www.bwinparty.com.

Shares allotted/
(purchased)

Total shares in issue

–

837,198,870

3,192,108

840,390,978

(27,256,981)

813,133,997

732,220

813,866,217

–

–

bwin.party maintains a premium listing on the London Stock Exchange.
As securities issued by non-UK companies cannot be held or transferred
through the CREST paperless settlement system, the Company has put in
place arrangements for a depositary to hold bwin.party shares and issue
dematerialised depositary interests representing the underlying shares
which are held on trust for the holders of the depositary interests.

The Board announced on 31 August 2012 that under bwin.party’s
distribution policy, the Company would purchase shares for cancellation
subject to prevailing market conditions, other investment opportunities,
appropriate gearing levels and the overall ﬁnancial position of the Company.
The Directors believe it remains in the Company’s best interests to have the
power to purchase a proportion of its share capital and therefore the Board
is seeking a renewal of this authority at the 2013 AGM.
(v) Share Premium Account
On 7 June 2012 Shareholders approved the cancellation of the
Company’s share premium account by €1,018,951,463. The cancellation
was subsequently sanctioned by the Supreme Court of Gibraltar and
became effective on 19 July 2012. The reason for carrying out this
reduction was to ensure the Company had sufﬁcient distributable
reserves to support its distribution policy.
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% of total voting
rights

Janus Capital Management LLC

72,129,136

8.86

8.93

Emerald Bay Limited(1)

58,498,667

7.19

7.25

Stinson Ridge Limited(2)

58,498,666

7.19

7.25

SRS Investment Management LLC

40,645,349

4.99

5.03

Androsch Foundation

33,147,090

4.07

4.11

Legal & General Group Plc

24,912,166

3.06

3.09

New Media and Gaming Holding Limited(3)

24,596,854

3.02

3.05

1) Emerald Bay Limited is a company wholly-owned by Ruth Parasol. Ruth Parasol and Russell DeLeon (see note below) are married
2) Stinson Ridge Limited is a company wholly-owned by Russell DeLeon. Russell DeLeon and Ruth Parasol (see note above) are married
3) New Media and Gaming Holding Limited is wholly-owned jointly by Manfred Bodner and Norbert Teufelberger

Androsch Foundation and New Media Gaming and Holding Limited,
founder shareholders of bwin Interactive Entertainment AG, have also
entered into a relationship agreement with the Company on the same
terms as detailed above. This relationship agreement came into effect
on 31 March 2011. Their representative on the Board is Manfred Bodner.

Notice of Annual
General Meeting
Glossary

Customer and creditor payment policy
The Group is committed to prompt payment of customer cash-out
requests and maintains adequate cash reserves to cover customer
withdrawals and balances. Normally payments will be made to
customers within seven days of receiving a customer instruction.
In the case of other creditors, it is the Group’s policy to agree terms at the
outset of a transaction and ensure compliance with such agreed terms.
In the event that an invoice is contested then the Group informs the
supplier without delay and seeks to settle the dispute quickly.

Share
information

Dividend
During the year ended 31 December 2012 bwin.party paid an interim
dividend of 1.72 pence per Share which was paid on 9 October 2012.
The Board is recommending a ﬁnal dividend of 1.72 pence per share
payable on 24 June 2013, with a record date of 24 May 2013.

Financial
statements

Emerald Bay Limited and Stinson Ridge Limited entered into a
relationship agreement with the Company when it ﬂoated on the
London Stock Exchange in 2005, governing their combined rights to
nominate a representative for appointment to the Board and governing
the process for them selling their shares. This agreement was superceded
by a new relationship agreement which took effect on 29 January 2011.
Under this new relationship agreement Emerald Bay Limited and Stinson
Ridge Limited have the right whilst they both hold in aggregate 5% or
more of the Company’s issued share capital, to nominate a suitable
individual for appointment to the Board. Geoff Baldwin is their current
nominee. This nomination right may be transferred to another party
where Emerald Bay Limited and Stinson Ridge Limited transfer 6% or
more of the Company’s share capital to that other party. Emerald Bay
Limited and Stinson Ridge Limited and their associates are also required
to give the Company not less than four days’ notice of any proposed sale.
Emerald Bay Limited and Stinson Ridge Limited are subject to the
Company’s share dealing code whilst they maintain a representative on
the Board. The relationship agreement also contains restrictions limiting

Emerald Bay Limited and Stinson Ridge Limited and their associates
from investing in other online gaming businesses.

Governance

The disclosures in the table above are based on the last notiﬁcations
received and have not been changed to take account of changes to the
total voting rights or issued share capital. The interests of the Directors
in the Company’s issued share capital are set out in the Directors’
Remuneration Report on page 89.

Board of
Directors

% of total issued
shares

Responsibility &
relationships

12 March 2013

Markets
and risks

Shares held as at
Shareholder

Review
of 2012

(vii) Signiﬁcant shareholders
Set out below is a list of shareholding notiﬁcations disclosed to the
Company in accordance with the Disclosure and Transparency Rules,
the Company’s articles and deed poll and Gibraltar Disclosure of
Interests in Shares Act 1998:

Strategy

As at 12 March 2013, of the 813,866,217 bwin.party shares in issue,
6,465,696 shares were held in the Company’s employee beneﬁt trust,
the bwin.party Shares Trust (the ‘Employee Trust’). The trustee of the
Employee Trust has waived all dividend and voting rights in respect of
Shares held by the Employee Trust to satisfy the future exercise of share
awards under all the bwin.party share plans except in respect of certain
awards made under the Global Share Plan. This waiver only subsists
while the shares are held in the Employee Trust. The Shares are
transferred out of the Employee Trust upon exercise of share options
or restricted shares vesting under the Company’s share plans. As at
12 March 2013 dividend and voting rights in respect of 6,465,696 shares
held in the Employee Trust had been waived.

During the year ended 31 December 2012 the Company donated £5.8m to
the Employee Trust, which acquired 4 million shares. Subsequent to the
year end the Company donated a further £1.1m to the Employee Trust
which acquired a further 1 million shares. These acquired Shares will be
used to satisfy long-term incentive awards granted to the Group’s
employees in accordance with the stated remuneration strategy.

Overview

(vi) Non-voting shares
Employee Beneﬁt Trust
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Other Governance and Statutory Disclosures and 2013 Annual General Meeting

Going concern
The Group’s business activities, together with the factors likely to affect
its future development, performance and position are set out in the
‘Overview’, ‘Strategy’ and ‘Review of 2012’ sections of the Annual Report.
The ﬁnancial position of the Group, its cashﬂow, liquidity position and
borrowings are set out in the aforementioned section. In addition, note
30 to the ﬁnancial statements on pages 130 to 134 includes the Group’s
objectives, policies and processes for managing its capital; its ﬁnancial
risk management objectives; details of ﬁnancial instruments and
hedging activities; and its exposures to credit risk and liquidity risk.
The Group has considerable ﬁnancial resources together with a large
number of players and long-term contracts with a number of corporate
customers and suppliers across different geographic areas and
industries. As a consequence, the Directors believe the Group is well
placed to manage its business risks successfully despite the current
challenging economic outlook.
After making enquiries, the Directors have a reasonable expectation
that the Company and the Group have adequate resources to continue
in operational existence for the foreseeable future. Accordingly,
they continue to adopt the going concern basis in preparing the
Annual Report.
Audit
The Directors who held ofﬁce at the date of approval of the 2012 Annual
Report, conﬁrm that, so far as they are each aware, there is no relevant
audit information of which bwin.party’s auditor is unaware; and each
Director has taken all steps that they reasonably ought to have taken
as a Director in order to make themselves aware of any relevant audit
information and to establish that the Company’s auditor is aware of
that information. As recommended by the Audit Committee, a resolution
for the re-appointment of BDO LLP and BDO Limited as joint auditors to
bwin.party is being proposed at the 2013 AGM.

2013 Annual General Meeting
The Annual General Meeting will be held on Wednesday 19 June 2013
at 11.00 a.m. at The Caleta Hotel, Catalan Bay, Gibraltar. The 2013 AGM
notice is set out on pages 146 to 149 of this document. The following is
a summary of resolutions to be considered:
Resolution 1: To receive and consider the Company’s Annual Report
and accounts together with the Reports of the Directors and Auditor
for the year ended 31 December 2012.
The Directors present to the meeting bwin.party’s audited annual
accounts for the year ended 31 December 2012 together with the
Directors’ Report and Auditors’ Report.
Resolution 2: To approve the Directors’ Remuneration Report for the
year ended 31 December 2012.
The Directors’ Remuneration Report is set out on pages 76 to 90 of this
document. The vote will have an advisory status only and will be in
respect of the remuneration policy and overall remuneration packages
generally and will not be speciﬁc to individual levels of remuneration.
Resolution 3: To re-appoint BDO LLP and BDO Limited as auditors
of the Company with BDO Limited acting as auditor for the purposes
of section 10 of the Gibraltar Companies (Accounts) Act 1999.
In accordance with section 180 of the Companies Act 1930 (as amended)
the Company at each annual general meeting has to appoint an auditor
to hold ofﬁce until the next annual general meeting and BDO LLP and
BDO Limited have expressed their willingness to be re-appointed as
auditors. The Audit Committee recommends and the Board agrees with
the re-appointment of BDO LLP and BDO Limited as auditors.
Resolution 4: To authorise the Directors to set the auditors’
remuneration
The resolution authorises the Directors to set the remuneration payable
to the auditors, in accordance with best practice. The Audit Committee
is tasked with reviewing the auditors’ remuneration and making a
recommendation to the Board.
Resolution 5: To declare a ﬁnal dividend
The Board is proposing a ﬁnal dividend in respect of the year ended
31 December 2012 of 1.72 pence per ordinary share. This is in line
with bwin.party’s distribution policy announced on 30 June 2011,
under which the Board proposed a progressive dividend policy. If
approved by shareholders this ﬁnal dividend will be payable on 24 June
2013 to those shareholders on the register of members on 24 May 2013.

Governance
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2013 Annual General Meeting and Directors’ Report

Resolution 7 – to re-appoint Geoff Baldwin
Resolution 8 – to re-appoint Manfred Bodner

Resolution 10 – to appoint Sylvia Coleman
Resolution 11 – to re-appoint Simon Duffy

Resolution 13 – to re-appoint Lewis Moonie
Resolution 14 – to re-appoint Rod Perry
Resolution 15 – to re-appoint Georg Riedl
Resolution 16 – to re-appoint Norbert Teufelberger

Robert Hoskin
Company Secretary
15 March 2013

Share
information
Notice of Annual
General Meeting

This authority if granted will expire at the 2014 AGM or, if earlier,
19 September 2014.

By order of the Board

Financial
statements

In addition, the Company is seeking authority to issue further new
shares in an amount up to a further one-third of the existing issued share
capital. This further additional authority will only be used for a full-preemptive rights issue.

Directors’ report
Together with the Overview, Strategy and Review of 2012 sections of the
Annual Report, this governance section constitutes the Directors’ report
for the year ended 31 December 2012.

Governance

Resolution 18: Share allotment authority
The Board is proposing to update the Company’s authority to issue
new share capital in accordance with UK corporate governance
guidelines, speciﬁcally those of the Association of British Insurers.
The Company is seeking authority to issue new shares up to an amount
equal to one-third of the existing issued share capital. If these shares
are issued and paid-up wholly or partly otherwise than for cash (for
example, in connection with an acquisition by the Company using its
shares for consideration), then pursuant to the provisions of the Articles,
no pre-emption rights will apply to such an issue of shares.

Board of
Directors

Resolution 17 – to re-appoint Martin Weigold

Responsibility &
relationships

Resolution 12 – to re-appoint Helmut Kern

Resolution 20: Share buyback authority
In certain circumstances, it may be advantageous for the Company to
purchase its own shares and Resolution 20 seeks authority from the
shareholders to do so. The resolution speciﬁes the maximum number
of shares that may be acquired (10% of the Company’s issued shares)
and the maximum and minimum prices at which they may be bought.
Any shares purchased in this way will be cancelled and the number
of shares in issue will be reduced accordingly. Any decision to purchase
shares will be subject to prevailing market conditions, other investment
opportunities, appropriate gearing levels and the overall ﬁnancial
position of the Company. The current authority will lapse at the 2013
AGM. The proposed new authority will expire at the conclusion of the
2014 AGM or, if earlier, 19 September 2014.

Markets
and risks

Resolution 9 – to re-appoint Tim Bristow

Review
of 2012

Resolution 6 – to re-appoint Per Afrell

Strategy

The Nominations Committee has reviewed these re-appointments
and on the basis of experience, performance, skills and commitment
demonstrated, has recommended to the Board that each Director
be re-appointed. The Board has considered and agrees with this
recommendation and is therefore advising shareholders to support
the re-appointments of all the Directors.

Resolution 19: Disapplication of pre-emption rights
The Articles require any new shares to normally be offered to the current
shareholders in proportion to their existing holdings to prevent their
shareholdings being signiﬁcantly diluted by the Company acting
unilaterally. To give the Company a degree of ﬂexibility in managing its
share capital and raising new funds, the Board is seeking shareholder
authority to issue up to 5% of the Company’s issued share capital for
cash without pre-emption rights applying to such an allotment. It is
normal practice for UK-listed companies to have this limited authority,
which accords with UK corporate governance best practice guidelines.
In accordance with the latter, the Board conﬁrms its intention that no
more than 7.5% of the issued share capital will be issued for cash on a
non pre-emptive basis during any rolling three-year period. Resolution
19 is subject to Resolution 18 being passed.

Overview

Resolutions 6 to 17: Director re-appointments and share allotment
In accordance with the recommendation of the Code, all the Directors
are standing for re-appointment at the 2013 AGM. The biographies for
each Director are set out on pages 66 to 67.

Glossary
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Statement of Directors’ responsibilities

Statement of Directors’ responsibilities in respect
of the annual report and ﬁnancial statements
The Directors are responsible for preparing the Annual Report and
consolidated ﬁnancial statements in accordance with the Gibraltar
Companies (Consolidated Accounts) Act 1999, the Gibraltar Companies
(Accounts) Act 1999, the Gibraltar Companies Act 1930 (as amended),
International Financial Reporting Standards as adopted by the European
Union (‘IFRS’) and Article 4 of the IAS Regulation, and the FSA’s Disclosure
and Transparency Rules and Listing Rules.
The Directors are also responsible for preparing the Company’s ﬁnancial
statements in accordance with the Gibraltar Companies (Accounts) Act
1999 and the Gibraltar Companies Act 1930 (as amended). The Directors
have also chosen to prepare the Company’s ﬁnancial statements in
accordance with IFRS.
The Directors are responsible for keeping proper accounting records
which disclose with reasonable accuracy at any time the ﬁnancial
position of the Company, for safeguarding the assets, for taking
reasonable steps for the prevention and detection of fraud and other
irregularities and for the preparation of a Directors’ Report which
complies with the Gibraltar Companies (Consolidated Accounts) Act
1999, the Gibraltar Companies (Accounts) Act 1999 and the Gibraltar
Companies Act 1930 (as amended), and a Directors’ Remuneration Report
which complies with the requirements of the UK’s Large and MediumSized Companies and Groups (Accounts and Reports) Regulations 2008,
Schedule 8.
Financial statements are published on the Group’s website in
accordance with legislation in the United Kingdom governing the
preparation and dissemination of ﬁnancial statements, which may vary
from legislation in other jurisdictions. The maintenance and integrity of
the Group’s website is the responsibility of the Directors. The Directors’
responsibility also extends to the ongoing integrity of the ﬁnancial
statements contained therein.
In accordance with International Accounting Standard 1 the Directors
are required to prepare ﬁnancial statements for each ﬁnancial year that
present fairly the ﬁnancial position of the Group and the Company and
the ﬁnancial performance and cashﬂows of the Group and the Company
for that period. This requires the faithful representation of the effects
of transactions, other events and conditions in accordance with the
deﬁnitions and recognition criteria for assets, liabilities, income and
expenses set out in the International Accounting Standards Board’s
‘Framework for the Preparation and Presentation of Financial
Statements’. In virtually all circumstances, a fair presentation
will be achieved by compliance with all applicable IFRS.

In preparing the ﬁnancial statements the Directors are required to:
(i) Select suitable accounting policies and then apply them consistently;
(ii) Present information, including accounting policies, in a manner
that provides relevant, reliable, comparable and understandable
information; and
(iii) Provide additional disclosure when compliance with the speciﬁc
requirements in IFRS is insufﬁcient to enable users to understand the
impact of particular transactions, other events and conditions on the
Group’s ﬁnancial position and ﬁnancial performance.
In accordance with DTR 4.1.12 of the FSA’s Disclosure and Transparency
Rules, the Directors conﬁrm to the best of their knowledge:
a) the Group’s ﬁnancial statements have been prepared in accordance
with IFRS and Article 4 of the IAS Regulation and give a true and fair
view of the assets, liabilities, ﬁnancial position and proﬁt and loss
of the Group; and
b) the Annual Report includes a fair review of the development and
performance of the business and the ﬁnancial position of the Group
and the Company, together with a description of the principal risks
and uncertainties that they face.
By order of the Board of Directors
Robert Hoskin
Company Secretary
15 March 2013
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Independent Auditors’ Report

Opinion on other matters prescribed by legal and regulatory
requirements
In our opinion information given in the Directors’ Report for the year
ended 31 December 2012 for which the ﬁnancial statements are
prepared is consistent with the ﬁnancial statements.
Matters on which we are required to report by exception
We have nothing to report in respect of the following:
Under Gibraltar legal and regulatory requirements we are required to
report to you if, in our opinion:
• The Company has not kept proper accounting records;
• If we have not received all the information and explanations we
require for our audit; or

Under the Listing Rules we are required to review:

Governance

• If information speciﬁed by law regarding Directors’ remuneration and
other transactions is not disclosed.

Board of
Directors

• The Directors’ statement in relation to going concern;
• The part of the corporate governance statement relating to the
Company’s compliance with the nine provisions of the UK Corporate
Governance Code speciﬁed for our review; and
• Certain elements of the Remuneration Report.

Financial
statements

BDO LLP

Desiree McHard (Statutory Auditor)
For and on behalf of

BDO LLP is a limited liability partnership registered in England and Wales
(with registered number OC305127).
BDO Limited, a Gibraltar limited company, is registered in Gibraltar with
company number 52200.

Glossary

BDO Limited
Registered Auditors
Regal House
PO Box 1200
Gibraltar
15 March 2013

Notice of Annual
General Meeting

Chartered Accountants
55 Baker Street
London W1U 7EU
United Kingdom
15 March 2013
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Scope of the audit of the ﬁnancial statements
A description of the scope of an audit of ﬁnancial statements is provided
on the APB’s website at www.frc.org.uk/apb/scope/private.cfm.

• The part of the Remuneration Report described as having been
audited has been properly prepared in accordance with Section 421 of
the UK Companies Act 2006.

Responsibility &
relationships

We report to you our opinion as to whether the ﬁnancial statements
give a true and fair view and whether the ﬁnancial statements have
been properly prepared in accordance with the Gibraltar Companies
(Consolidated Accounts) Act 1999, the Gibraltar Companies (Accounts)
Act 1999 and the Gibraltar Companies Act 1930 (as amended), and the
part of the Remuneration Report to be audited has been properly
prepared in accordance with Section 421 of the UK Companies Act 2006.
We also report to you whether in our opinion, the information disclosed
in the Directors’ Report is consistent with the ﬁnancial statements, if
the Company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit,
or if information speciﬁed by the Listing Rules and Gibraltar legislation
regarding Directors’ remuneration and other transactions is not disclosed.

• The ﬁnancial statements have been properly prepared in accordance
with the Gibraltar Companies (Consolidated Accounts) Act 1999, the
Gibraltar Companies (Accounts) Act 1999 and the Gibraltar Companies
Act 1930 (as amended); and

Markets
and risks

bwin.party digital entertainment plc has complied with the
requirements of rules 9.8.6 and 9.8.8 of the Listing Rules of the UK
Financial Services Authority and in accordance with Section 421 of
the UK Companies Act 2006 in preparing its Annual Report, as if it was
incorporated in the United Kingdom. As auditors, we have agreed that
our responsibilities in relation to the Annual Report will be those as set
out below.

• The Group and Company’s ﬁnancial statements have been properly
prepared in accordance with IFRSs as adopted by the European Union;

Review
of 2012

Respective responsibilities of Directors and auditors
As explained more fully in the Statement of Directors’ Responsibilities,
the Directors’ are responsible for preparation of the ﬁnancial
statements and for being satisﬁed that they give a true and fair view.
Our responsibility is to audit and express an opinion on the ﬁnancial
statements and in accordance with applicable law and International
Standards on Auditing (UK and Ireland). Those standards require us to
comply with the Auditing Practices Board’s (‘APB’s’) Ethical Standards
for Auditors.

• The ﬁnancial statements give a true and fair view of the state of the
Group’s and the Company’s affairs as at 31 December 2012 and of the
Group’s loss for the year then ended;

Strategy

This report is made solely to the Company’s members, as a body, in
accordance with our engagement letter. Our audit work has been
undertaken so that we might state to the Company’s members those
matters that 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.

Opinion on ﬁnancial statements
In our opinion:

Overview

We have audited the ﬁnancial statements (the ‘ﬁnancial statements’)
of bwin.party digital entertainment plc for the year ended 31 December
2012 which comprise the Group statement of comprehensive income,
the Group and Company statements of ﬁnancial position, the Group and
Company statements of changes in equity, the Group and Company
statements of cashﬂows and the related notes. The ﬁnancial reporting
framework that has been applied in their preparation is applicable law
and International Financial Reporting Standards (‘IFRSs’) as adopted by
the European Union.
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Consolidated statement of comprehensive income

Year ended 31 December

Notes

2012
€million

2011
€million

768.9

674.5

Continuing operations
Net revenue
Other revenue
Total revenue

2

32.7

16.6

801.6

691.1

Cost of sales

(120.2)

(55.7)

Gross proﬁt

681.4

635.4

3.9

0.5

(5.6)

(16.5)

Administrative expenses

(416.0)

(792.9)

Distribution expenses

(280.2)

(246.2)

164.9

168.3

Other operating income
Other operating expense

3

Clean EBITDA
Exchange losses

(5.3)

(4.5)

Merger and acquisition costs

(0.1)

(12.0)

Amortisation

(95.5)

(125.6)

Depreciation

(21.3)

(18.9)

Retroactive taxes and associated charges
Impairment losses

4

(31.5)

–

14

(2.0)

(408.7)

(20.1)

(12.0)

Share-based payments
Reorganisation costs
Loss from operating activities

5

(5.6)

(6.3)

(16.5)

(419.7)

Finance income

7

1.5

6.4

Finance expense

7

(8.7)

(9.1)

Share of proﬁt (loss) of associates and joint ventures

14

Loss before tax
Tax (expense) credit

8

Loss after tax from Continuing operations
Loss after tax from Discontinued operations

9

Loss for the year

0.2

(0.5)

(23.5)

(422.9)

(1.4)

8.2

(24.9)

(414.7)

(39.8)

(16.3)

(64.7)

(431.0)

Other comprehensive income (expense):
Exchange differences on translation of foreign operations, net of tax
Total comprehensive expense for the year

0.0

(7.5)

(64.7)

(438.5)

(63.7)

(428.9)

Loss for the year attributable to:
Equity holders of the parent
Non-controlling interests

34

(1.0)

(2.1)

(64.7)

(431.0)

(63.7)

(436.4)

Total comprehensive expense for the year attributable to:
Equity holders of the parent
Non-controlling interests

34

(1.0)

(2.1)

(64.7)

(438.5)

Loss per share (€cents)
Basic

10

(7.8)

(58.2)

Diluted

10

(7.8)

(58.2)

Basic

10

(2.9)

(56.0)

Diluted

10

(2.9)

(56.0)

Continuing loss per share (€cents)

Consolidated statement of financial position

97

Intangible assets

11

679.6

738.6

Property, plant and equipment

12

42.6

32.8

Investments

14

25.8

23.1

Other receivables

15

6.8

–

754.8

794.5

–

51.3

Non-current assets

Strategy

As at
31 December 2011
€million

Overview

Notes

As at
31 December 2012
€million

Current assets
28

–

0.6

139.4

129.7

15

Short-term investments

16

31.5

39.7

Cash and cash equivalents

17

169.7

289.0

Total assets

340.6

510.3

1,095.4

1,304.8

(72.0)

(112.7)

Markets
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Trade and other receivables

Review
of 2012

Assets held for sale
Inventories

Current liabilities
18

(28.7)

19

(136.7)

(156.2)

Provisions

20

(16.0)

(10.8)

Loans and borrowings

21

(6.9)

(33.2)

Liabilities held for sale

28

–

(27.7)

(269.2)

(369.3)

Client liabilities and progressive prize pools

Board of
Directors

(37.6)

Income and gaming taxes payable

Responsibility &
relationships

Trade and other payables

Non-current liabilities
18

(4.8)

(5.2)

20

(78.9)

(77.7)

Loans and borrowings

21

(29.5)

–

Deferred tax

22

(44.1)

(59.1)
(142.0)

(426.5)

(511.3)

Total net assets

668.9

793.5

Equity
25

0.1

0.2

Share premium account

33

0.6

1,018.4

Own shares

25

(7.1)

24.1

24.1

Capital redemption reserve

0.0

–

Available-for-sale reserve

1.3

–

1,234.4

340.6

(573.7)

(573.7)

Retained earnings
Other reserve
Currency reserve
Equity attributable to equity holders of the parent
34

(5.2)

671.7

797.3

(2.8)

(3.8)

668.9

793.5

Glossary

Non-controlling interests
Total equity

(5.2)

Notice of Annual
General Meeting

(9.9)

Capital contribution reserve

Share
Information

Share capital

Financial
statements

(157.3)
Total liabilities

Governance

Trade and other payables
Provisions
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Consolidated statement of changes in equity

Year ended 31 December 2012

Share capital
Share premium account

As at
1 January
2012
€million

Acquisition of
subsidiaries
and
businesses
€million

Other
issue of
shares
€million

Dividends
paid
€million

Purchase
of shares
€million

Cancellation
of share
premium
€million

Total
comprehensive
expense for the
period
€million

Other
share-based
payments
€million

As at
31 December
2012
€million

0.2

–

–

–

(0.1)

–

–

–

0.1

1,018.4

–

1.1

–

–

(1,018.9)

–

–

0.6

Own shares

(7.1)

–

4.8

–

(7.6)

–

–

–

(9.9)

Capital contribution reserve

24.1

–

–

–

–

–

–

–

24.1

Capital redemption reserve

–

–

–

–

0.0

–

–

–

0.0

Available-for-sale reserve

–

–

–

–

–

–

1.3

–

1.3

Retained earnings

340.6

–

–

(33.0)

(48.7)

1,018.9

(63.7)

20.3

1,234.4

Other reserve

(573.7)

–

–

–

–

–

–

–

(573.7)

(5.2)

–

–

–

–

–

0.0

–

(5.2)

797.3

–

5.9

(33.0)

(56.4)

–

(62.4)

20.3

671.7

(3.8)

2.0

–

–

–

–

(1.0)

–

(2.8)

793.5

2.0

5.9

(33.0)

(56.4)

–

(63.4)

20.3

668.9

As at
1 January
2011
€million

Acquisition of
subsidiaries
and
businesses
€million

Other
issue of
shares
€million

Dividends
paid
€million

Purchase
of shares
€million

Cancellation
of share
premium
€million

Total
comprehensive
expense for the
period
€million

Other
share-based
payments
€million

As at
31 December
2011
€million

Currency reserve
Total attributable to equity
holders of parent
Non-controlling interests
Total equity

Year ended 31 December 2011

Share capital
Share premium account

0.1

0.1

–

–

–

–

–

–

0.2

49.5

967.9

1.0

–

–

–

–

–

1,018.4

Own shares

(2.8)

–

–

–

(4.3)

–

–

–

(7.1)

Capital contribution reserve

24.1

–

–

–

–

–

–

–

24.1

Retained earnings

733.5

62.1

–

(15.0)

(23.2)

–

(428.9)

12.1

340.6

Other reserve

(573.7)

–

–

–

–

–

–

–

(573.7)

2.3

–

–

–

–

–

(7.5)

–

(5.2)

233.0

1,030.1

1.0

(15.0)

(27.5)

–

(436.4)

12.1

797.3

–

(1.7)

–

–

–

–

(2.1)

–

(3.8)

233.0

1,028.4

1.0

(15.0)

(27.5)

–

(438.5)

12.1

793.5

Currency reserve
Total attributable to equity
holders of parent
Non-controlling interests
Total equity

Share premium is the amount subscribed for share capital in excess of nominal value. During 2012 the Company cancelled its share premium account
(see note 33).
Capital contribution reserve is the amount arising from share-based payments made by parties associated with the original Principal Shareholders
and cash held by the Employee Trust.
Retained earnings represent cumulative proﬁt/(loss), share-based payments and any other items of other comprehensive income not disclosed as
separate reserves in the table above.
The other reserve of €573.7m is the amount arising from the application of accounting which is similar to the pooling of interests method, as set out in
the Group’s accounting policies.
Currency reserve represents the gains/losses arising on retranslating the net assets of overseas operations into euros.
Non-controlling interests relate to the interests of other shareholders in certain subsidiaries (see note 34).

Consolidated statement of cashflows

Loss for the year

2012
€million

2011
€million

(64.7)

(431.0)

Adjustments for:
Depreciation of property, plant and equipment
Amortisation of intangibles
Impairment of acquired intangible assets
Impairment of investments
Impairment of associates
Share of (proﬁt) loss of associates and joint ventures

Increase in reserves due to share-based payments
Proﬁt on sale of intangible assets
(Proﬁt) loss on sale of property, plant and equipment

15.3
1.7
–
0.5
9.7
(6.4)
12.1
(0.3)
1.2
–
133.4

Decrease in trade and other payables

100.5
0.6
(19.5)
(55.4)

Decrease in provisions

(10.1)

(7.3)

Cash generated from operations

16.1

60.4

Income taxes paid

(8.2)

(3.9)

7.9

56.5

Operating cashﬂows before movements in working capital and provisions
Decrease (increase) in inventory
Increase in trade and other receivables

Net cash inﬂow from operating activities

(0.1)
(20.9)
(44.7)

Investing activities
Acquisition of subsidiaries and businesses
Acquisition of subsidiaries and businesses – deferred payment
Purchases of intangible assets
Sale of intangible assets
Purchases of property, plant and equipment
Sale of property, plant and equipment
Repayment of loan to joint venture
Sale of assets held for sale
Interest received
Decrease (increase) in short-term investments

(11.0)
0.3
(30.6)
0.2
(14.6)

–
–
6.4
(5.9)
97.6

Financing activities
Issue of ordinary shares
Purchase of own shares
Repayment of bank borrowings
New bank borrowings
Interest paid

(3.0)

1.0
(27.5)
(15.0)
(8.6)
–
(1.0)
(51.1)
103.0

Cash and cash equivalents at beginning of the year

289.0

193.6

Cash and cash equivalents at end of the year

169.7

289.0

Net (decrease) increase in cash and cash equivalents
Exchange differences

Segregated cash
Included within cash and cash equivalents is €27.1m (2011: €22.7m) related to cash held in segregated accounts in certain regulated markets.

(7.6)

Glossary

(82.7)
(119.7)
0.4

Net cash used in ﬁnancing activities

Notice of Annual
General Meeting

Dividends paid

1.0
(51.5)
(33.0)
(32.6)
36.4

Share
Information

Net cash (used) generated by investing activities

159.2

Financial
statements

Purchase of investments

–
(6.4)

Governance

Net cash acquired on acquisition of subsidiaries and businesses

(13.7)
(8.3)
–
(10.5)
–
(29.2)
0.6
(4.1)
2.3
8.2
1.5
8.3
(44.9)

Board of
Directors

(7.6)

Responsibility &
relationships

1.8

Income tax expense (credit)

Markets
and risks

Loss on sale of assets held for sale

391.7

Review
of 2012

Interest expense
Interest income

19.6
126.9
Strategy

Impairment of goodwill

21.3
95.5
–
–
–
2.0
(0.2)
8.9
(1.5)
20.3
–
(0.2)
17.3

Overview

Year ended 31 December
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Notes to the consolidated financial statements
1. Accounting policies
Basis of preparation
The Group and parent ﬁnancial statements have been prepared in accordance with those International Financial Reporting Standards including
International Accounting Standards (IASs) and interpretations, (collectively ‘IFRS’), published by the International Accounting Standards Board (‘IASB’)
which have been adopted by the European Commission and endorsed for use in the EU for the purposes of the Group’s full year ﬁnancial statements.
The Consolidated and Company ﬁnancial statements comply with the Gibraltar Companies (accounts) Act 199, the Gibraltar Companies
(Consolidated Accounts) Act 1999 and the Gibraltar Companies Act 1930 (as amended).
Statutory accounts for the year ended 31 December 2012 will be ﬁled with Companies House, Gibraltar following the Company’s Annual
General Meeting.
Due to the Merger in March 2011 (which was treated as an acquisition by PartyGaming for accounting purposes), certain accounting policies that
were not previously relevant for the Group, but relevant for bwin, were adopted in these consolidated ﬁnancial statements in the prior year. All other
material accounting policies and presentations of bwin were also aligned to those of the enlarged Group in the prior year.
Adoption of new and revised Standards and Interpretations
The following new and revised Standards and Interpretations issued by the International Accounting Standards Board (‘IASB’), are effective for the ﬁrst
time in the current ﬁnancial year and have been adopted by the Group with no effect on its consolidated results or ﬁnancial position:
IAS 12 (Amended)

Deferred tax: Recovery of Underlying Assets (effective for annual periods beginning on or after 1 January 2012)

IFRS 7 (Amended)

Disclosures – Transfers of Financial Assets (effective for annual periods beginning on or after 1 July 2011)

The following relevant standards and interpretations were issued by the IASB or the IFRIC before the period end but are as yet not effective for the
2012 year end:
IAS 1 (Amended)

Presentation of Items of Other Comprehensive Income (effective for annual periods beginning on or after 1 July 2012)

IAS 19 (Amended)

Employee Beneﬁts (effective for annual periods beginning on or after 1 January 2013)

IAS 27 (Amended)

Separate Financial Statements (effective for annual periods beginning on or after 1 January 2014)

IAS 28 (Amended)

Investments in Associates and Joint Ventures (effective for annual periods beginning on or after 1 January 2014)

IAS 32 (Amended)

Offsetting of ﬁnancial assets and ﬁnancial liabilities (effective for annual periods beginning on or after 1 January 2013)

IFRS 7 (Amended)

Disclosures – Offsetting of ﬁnancial assets and ﬁnancial liabilities (effective for annual periods beginning on or after
1 January 2013)*

IFRS 7 (Amended)

Disclosures – Initial application of IFRS 9 (effective for annual periods beginning on or after 1 January 2015)

IFRS 9

Financial Instruments (effective for annual periods beginning on or after 1 January 2015)*

IFRS 10

Consolidated Financial Statements (effective for annual periods beginning on or after 1 January 2014)

IFRS 11

Joint Arrangements (effective for annual periods beginning on or after 1 January 2014)

IFRS 12

Disclosure of Interests in Other Entities (effective for annual periods beginning on or after 1 January 2014)

IFRS 13

Fair Value Measurement (effective for annual periods beginning on or after 1 January 2013)

* Not yet endorsed by the EU.

The Group is currently assessing the impact, if any, that these standards will have on the presentation of, and recognition in its consolidated results
in future periods.
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1. Accounting policies (continued)

note 1

Tax including deferred tax

note 8

Intangible assets and impairment of goodwill

note 11

Provisions

note 20

Regulatory compliance, litigation and contingent liabilities

note 24
note 27

Disposal accounting and contingent consideration receivable

note 28

Share-based payments

note 31

All intra-Group transactions, balances, income and expenses are eliminated on consolidation.

On the date of acquisition the assets and liabilities of the relevant subsidiaries are measured at their fair values. The non-controlling interest is stated
at the non-controlling interest’s proportion of the fair values of the assets and liabilities recognised.

Investments in subsidiaries held by the Company are carried at cost less any impairment in value.

Notice of Annual
General Meeting

Non-controlling interests in the net assets of consolidated subsidiaries are identiﬁed separately from the Group’s equity therein. Non-controlling
interests consist of the amount of those interests at the date of the original business combination and the non-controlling shareholder’s share of
changes in equity since the date of the combination. Total comprehensive income is attributed to non-controlling interests even if this results in the
non-controlling interests having a deﬁcit balance.

Share
Information

The results of subsidiaries acquired or disposed of during the year are included in the consolidated statement of comprehensive income from the
effective date of acquisition or up to the effective date of disposal, as appropriate. Where necessary, adjustments are made to the ﬁnancial statements
of subsidiaries to bring their accounting policies into line with those used by the Group.

Financial
statements

Accounting for subsidiaries
A subsidiary is an entity controlled directly or indirectly by the Company. Control is achieved where the Company has the power to govern the ﬁnancial
and operating policies of an entity so as to obtain beneﬁts from its activities.

Governance

Accounting for the Company’s acquisition of the controlling interest in bwin.party Holdings Limited (formerly PartyGaming Holdings Limited)
The Company’s controlling interest in its directly held, wholly-owned subsidiary, bwin.party Holdings Limited (formerly PartyGaming Holdings
Limited), was acquired through a transaction under common control, using a form of accounting that is similar to pooling of interests.

Board of
Directors

Basis of consolidation
Under section 10(2) of the Gibraltar Companies (Consolidated Accounts) Act 1999, the Company is exempt from the requirement to present its own
statement of comprehensive income.

Responsibility &
relationships

Acquisition accounting and value of acquired assets and liabilities and contingent consideration payable

Markets
and risks

Revenue recognition

Review
of 2012

Included in this note are accounting policies which cover areas that the Directors consider require estimates, judgements and assumptions which
have a signiﬁcant risk of causing a material adjustment to the carrying amount of assets and liabilities within the next ﬁnancial year. These policies,
together with references to the related notes to the ﬁnancial statements, can be found as follows:

Strategy

Critical accounting policies, estimates and judgements
The preparation of ﬁnancial statements under IFRS requires the Group to make estimates and judgements that affect the application of policies
and reported amounts. Estimates and judgements are continually evaluated and are based on historical experience and other factors including
expectations of future events that are believed to be reasonable under the circumstances. Actual results may differ from these estimates.

Overview

Basis of accounting
The Consolidated and Company ﬁnancial statements have been prepared under the historical cost convention other than for the valuation of certain
ﬁnancial instruments.

Glossary
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Notes to the consolidated financial statements
1. Accounting policies (continued)
Business combinations
Acquisitions of subsidiaries are accounted for using the acquisition method. The cost of the acquisition is measured at the aggregate of the fair values,
at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are recognised in the income statement as incurred. The acquiree’s identiﬁable assets and liabilities are recognised
at their fair values at the acquisition date.
The interest of the non-controlling shareholders in the acquiree may initially be measured either at fair value or at the non-controlling shareholders’
proportion of the net fair value of the identiﬁable assets acquired, liabilities and contingent liabilities assumed. The choice of measurement basis is
made on an acquisition-by-acquisition basis.
Investments
Investments include investments in associates, joint ventures and available-for-sale investments.
Available-for-sale investments
Non-derivative ﬁnancial assets classiﬁed as available-for-sale comprise the Group’s strategic investments in entities not qualifying as subsidiaries,
associates or jointly controlled entities. They are carried at fair value with changes in fair value recognised directly in equity. In accordance with IAS 39,
a signiﬁcant or prolonged decline in the fair value of an available-for-sale ﬁnancial asset is recognised in the consolidated statement of comprehensive
income.
Purchases and sales of available-for-sale ﬁnancial assets are recognised on settlement date with any change in fair value between trade date and
settlement date being recognised in the available-for-sale reserve. On sale, the amount held in the available-for-sale reserve associated with that asset
is removed from equity and recognised in the consolidated statement of comprehensive income.
Investments in associates
An associate is an entity over which the Group has signiﬁcant inﬂuence and that is neither a subsidiary nor an interest in a joint venture. Signiﬁcant
inﬂuence is the power to participate in the ﬁnancial and operating policy decisions of the investee but is not control or joint control over those policies.
The results and assets and liabilities of associates are incorporated in the Consolidated ﬁnancial statements using the equity method of accounting.
Under the equity method, investments in associates are carried in the Consolidated statement of ﬁnancial position at cost as adjusted for postacquisition changes in the Group’s share of the net assets of the associate, less any impairment in the value of the investment. Losses of an associate
in excess of the Group’s interest in that associate are not recognised. Additional losses are provided for, and a liability is recognised, only to the extent
that the Group has incurred legal or constructive obligations or made payments on behalf of the associate.
Investments in joint ventures
A joint venture is a contractual arrangement whereby the Group and other parties undertake an economic activity that is subject to joint control; that
is, when the strategic ﬁnancial and operating policy decisions relating to the activities require the unanimous consent of the parties sharing control.
The Group reports its interests in jointly controlled entities using the equity method of accounting. Under the equity method, investments in joint
ventures are carried in the consolidated statement of ﬁnancial position at cost as adjusted for post-acquisition changes in the Group’s share of the
net assets of the joint venture, less any impairment in the value of the investment. Losses of a joint venture in excess of the Group’s interest in that
investment are not recognised. Additional losses are provided for, and a liability is recognised, only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of the joint venture.
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1. Accounting policies (continued)

Strategy

Goodwill
Goodwill is measured as the excess of the sum of the fair value of the consideration transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the Group’s previously held equity interest in the acquiree, if any, over the net amounts of identiﬁable assets acquired in
the subsidiary, associate or jointly controlled entity and liabilities assumed at the acquisition date.

Overview

Intangible assets
Identiﬁable intangible assets are recognised when the Group controls the asset, it is probable that future economic beneﬁts attributed to the asset
will ﬂow to the Group and the cost of the asset can be reliably measured.

For acquisitions where the agreement date is on or after 31 March 2004, goodwill is not amortised and is reviewed for impairment at least annually.
Any impairment is recognised immediately in the Consolidated statement of comprehensive income and is not subsequently reversed. Goodwill arising
on earlier acquisitions was being amortised over its estimated useful life of 20 years. In accordance with the transitional provisions of IFRS 3 Business
Combinations, the unamortised balance of goodwill at 31 December 2004 was frozen and reviewed for impairment and will be reviewed for
impairment at least annually.

Review
of 2012

Externally acquired intangible assets
Intangible assets are recognised on business combinations if they are separate from the acquired entity or give rise to other contractual or legal
rights. Identiﬁable assets are recognised at their fair value at the acquisition date. The identiﬁed intangibles are amortised over the useful
economic life of the assets.

Markets
and risks

Internally generated intangible assets – research and development expenditure
Expenditure incurred on development activities, including the Group’s software development, is capitalised only where the expenditure will lead
to new or substantially improved products or processes, the products or processes are technically and commercially feasible and the Group has
sufﬁcient resources to complete development. The expenditure capitalised includes the cost of materials, labour and an appropriate proportion
of overheads. All other development expenditure is expensed as incurred.

Responsibility &
relationships

Subsequent expenditure on capitalised intangible assets is capitalised only where it clearly increases the economic beneﬁts to be derived from the
asset to which it relates. All other expenditure, including that incurred in order to maintain the related intangible asset’s current level of performance,
is expensed as incurred.

Board of
Directors

Brand and domain names – 5% to 20% per annum

Governance

Amortisation of intangible assets
Amortisation is provided to write-off the cost of all intangible assets, with the exception of goodwill, over the periods the Group expects to beneﬁt
from their use, and varies between:

Broadcast libraries – 50% per annum
Contractual relationships – over the length of the contract

Financial
statements

Capitalised development expenditure – 20% to 33% per annum
Customer lists and contracts – 5% to 50% per annum
Software – 20% to 33% per annum

Share
Information

Intellectual property and gaming licences – over the length of the licence

Notice of Annual
General Meeting
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Notes to the consolidated financial statements
1. Accounting policies (continued)
Impairment of goodwill, other intangibles and property, plant and equipment
At the end of each reporting year, an impairment review of goodwill is completed. In addition,the Group reviews the carrying amounts of its other
intangibles and property, plant and equipment to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where the
asset does not generate cashﬂows that are independent from other assets, the Group estimates the recoverable amount of the cash-generating unit
to which the asset belongs. An intangible asset with an indeﬁnite useful life is tested for impairment annually and whenever there is an indication that
the asset may be impaired.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cashﬂows are
discounted to their present value using a pre-tax discount rate that reﬂects current market assessments of the time value of money and the risks
speciﬁc to the asset for which the estimates of future cashﬂows have not been adjusted.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset
(cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately, unless the relevant asset
is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.
Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying 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 income
immediately, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation
increase. Impairments related to goodwill are not reversed.
Property, plant and equipment
All property, plant and equipment are stated at cost, less accumulated depreciation, with the exception of freehold land and buildings which are stated
at cost and are not depreciated.
Assets in the course of construction are carried at cost, less any recognised impairment loss. Cost includes directly attributable costs incurred in
bringing the assets to working condition for their intended use, including professional fees. Depreciation commences when the assets are ready for
their intended use.
Depreciation is provided to write-off the cost, less estimated residual values, of all property, plant and equipment with the exception of freehold land
and buildings, evenly over their expected useful lives. It is calculated at the following rates:
Leasehold improvements

– over length of lease

Plant, machinery, computer equipment

– 33% per annum

Fixtures, ﬁttings, tools and equipment, vehicles

– 20% per annum

Where an item of property, plant or equipment comprises major components having different useful lives, they are accounted for as separate items
of property, plant and equipment.
Subsequent expenditure is capitalised where it is incurred to replace a component of an item of plant, property or equipment where that item is
accounted for separately including major inspection and overhaul. All other subsequent expenditure is expensed as incurred, unless it increases the
future economic beneﬁts to be derived from that item of plant, property and equipment.
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1. Accounting policies (continued)

Interest income is recognised on an accruals basis.

Board of
Directors

Cost of sales
Cost of sales consists primarily of betting and gaming taxes and broadcasting costs.

Responsibility &
relationships

Other revenue consists primarily of revenue from network services, third-party payment services, sale of domain names, ﬁnancial markets, software
services and fees from broadcasting, hosting and subscriptions. Revenue in respect of network service arrangements where the third-party owns the
relationship with the customer is the net commission invoiced.

Markets
and risks

Poker net gaming revenue represents the commission charged or tournament entry fees where the player has concluded his or her participation in the
tournament less certain promotional bonuses and the value of loyalty points accrued. Casino, bingo and sports betting net gaming revenue represents
net house win adjusted for the fair market value of gains and losses on open betting positions certain promotional bonuses and the value of loyalty
points accrued. Revenue generated from foreign exchange commissions on customer deposits and withdrawals and account fees is allocated to each
reporting segment.

Review
of 2012

Revenue is measured at the fair value of the consideration received or receivable. Net revenue consists of net gaming revenue and revenue generated
from foreign exchange commissions on customer deposits and withdrawals and account fees.

Strategy

Revenue
Revenue from online gaming, comprising sports betting, casino & games, poker, bingo, and network services (third-party entities that use the Group’s
platform and certain services), is recognised in the accounting periods in which the gaming transactions occur.

Overview

Segment information
An operating segment is a component of the Group that engages in business activities from which it may earn revenues and incur expenses. Each
segment’s operating results are regularly reviewed by the Group to make decisions about resources to be allocated to the segment and assess its
performance. The method for determining what information to report is based on the way management organises the operating segments within the
Group for decision-making purposes and for the assessment of ﬁnancial performance. The Group reviews ﬁnancial statements presented by product
type which are supplemented by some information about geographic regions for the purposes of making operating decisions and assessing ﬁnancial
performance. Therefore, the Group has determined that it is appropriate to report according to product segment.

Broadcasting costs are expensed over the applicable lifecycle of each programme based upon the ratio of the current year’s revenue to the estimated
remaining total revenues.

Financial
statements

Other operating expenses
Other operating expenses consist primarily of exchange losses and merger and acquisition costs and are recognised on an accruals basis.

Governance

Other operating income
Other operating income consists primarily of exchange gains.

Share
Information
Notice of Annual
General Meeting
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Notes to the consolidated financial statements
1. Accounting policies (continued)
Foreign currency
Transactions entered into by Group entities in a currency other than the currency of the primary economic environment in which they operate (their
‘functional currency’) are recorded at the rates ruling when the transactions occur. Foreign currency monetary assets and liabilities are translated
at the rates ruling at the end of the reporting year. Exchange differences arising on the retranslation of unsettled monetary assets and liabilities are
recognised immediately in the Consolidated statement of comprehensive income, except for foreign currency borrowings qualifying as a hedge of
a net investment in a foreign operation, in which case exchange differences are recognised in a separate component of equity.
On consolidation, the results of overseas operations are translated into euros at rates approximating to those ruling when the transactions took place.
All assets and liabilities of overseas operations, including goodwill arising on the acquisition of those operations, are translated at the rate ruling at the
end of the reporting year. Exchange differences arising on translating the opening net assets at opening rate and the results of overseas operations at
actual rate are recognised directly in equity (the ‘currency reserve’).
Exchange differences recognised in the statement of comprehensive income of group entities’ separate ﬁnancial statements on the translation of
long-term monetary items forming part of the Group’s net investment in the overseas operation concerned are reclassiﬁed to the currency reserve
on consolidation.
On disposal of a foreign operation, the cumulative exchange differences recognised in the foreign exchange reserve relating to that operation up to the
date of disposal are transferred to the consolidated statement of comprehensive income as part of the proﬁt or loss on disposal.
The ﬁnancial statements were translated into euros at the following rates:
31-Dec-12

Average 2012

31-Dec-11

Average 2011

Argentinian Pesos (ARG)

0.1541

0.1697

0.1794

0.1735

British Pound (GBP)

1.2318

1.2343

1.1979

1.1460

Bulgarian Lev (BGN)

0.5113

0.5113

0.5114

0.5113

Chinese Yuan (CNY)

n/a

n/a

0.1226

0.1104

Indian Rupees (INR)

0.0138

0.0145

0.0145

0.0155

Israeli Shekel (ILS)

0.2030

0.2015

0.2020

0.2002

Mexican Pesos (MEX)

n/a

n/a

0.0553

0.0580

South African Rand (ZAR)

n/a

n/a

0.0955

0.1002

Swedish Kronor (SEK)

0.1165

0.1153

0.1118

0.1108

Ukraine Hryvnia (UAH)

0.0949

0.0973

n/a*

n/a*

US Dollar (USD)

0.7575

0.7751

0.7717

0.7126

* n/a as relates to currencies used by entities that were not part of the Group in the year.

Taxation
Income tax expense represents the sum of the Directors’ best estimate of taxation exposures and deferred tax.
The tax currently payable is based on taxable proﬁt for the year. Taxable proﬁt differs from proﬁt as reported in the Consolidated statement of
comprehensive income because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that
are never taxable or deductible. The Group’s liability for current tax is calculated using rates that have been enacted or substantively enacted by the
end of the reporting year.
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1. Accounting policies (continued)

The carrying amount of deferred tax assets is reviewed at the end of each reporting year and reduced to the extent that it is no longer probable that
sufﬁcient taxable proﬁts will be available to allow all or part of the asset to be recovered.

Share-based payments
The Group has applied the requirements of IFRS 2 Share-based Payments. The Group issues equity settled share-based payments to certain employees.

Notice of Annual
General Meeting

Where equity instruments are transferred by one or more shareholder(s), the amount recorded in reserves is included in the share-based payment
reserve. Where a cash payment is made, this is recorded as a capital contribution.

Share
Information

Where equity instruments of the parent company or a subsidiary are transferred, or cash payments based on the Company’s (or a subsidiary’s) share
price are made, by shareholder(s) or entities that are effectively controlled by one or more shareholder(s), the transaction is accounted for as a
share-based payment, unless the transfer or payment is clearly for a purpose other than payment for goods or services supplied to the Group.

Financial
statements

For cash-settled share-based payment transactions, the goods or services received and the liability incurred are measured at the fair value of the
liability. Up to the point at which the liability is settled, the fair value of the liability is re-measured at each reporting date and at the date of settlement,
with changes being recorded in the consolidated statement of comprehensive income. The Group records the expense based on the fair value of the
share-based payments on a straight-line basis over the vesting period. For cash payments made by parties related to Principal Shareholders, the
charge is recorded when there is a commitment to make the payment.

Governance

Equity-settled share-based payments are measured at fair value at the date of grant. The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over the vesting period and based, for those share options which contain only non-market
vesting conditions, on the Group’s estimate of the shares that will eventually vest. Fair value is measured by use of a suitable option pricing model.
The expected life used in the model has been adjusted, based on management’s best estimate, for the effects of non-transferability, exercise
restrictions, and behavioural considerations.

Board of
Directors

Assets held for sale
Non-current assets and disposal groups are classiﬁed as held for sale if the carrying amount will be recovered through a sale transaction rather than
through continuing use. This condition is regarded as being met only when the sale is highly probable, management is committed to a sale plan, the
asset is available for immediate sale in its present condition and the sale is expected to be completed within one year from the date of classiﬁcation.
These assets are measured at the lower of carrying value and fair value less associated costs of sale.

Responsibility &
relationships

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current assets against current tax liabilities and when
they relate to income taxes levied by the same taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.

Markets
and risks

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset realised. Deferred tax is
charged or credited to proﬁt or loss, except when it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt
with in equity.

Review
of 2012

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates, and interests in joint
ventures, except where the Group is able to control the reversal of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future.

Strategy

Deferred tax assets are recognised to the extent that it is probable that taxable proﬁts will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable proﬁt nor the accounting proﬁt.

Overview

Deferred tax
Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the ﬁnancial statements and the corresponding
tax bases used in the computation of taxable proﬁt. It is accounted for using the balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences other than where IAS 12 Income Taxes contains speciﬁc exemptions.

Glossary
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Notes to the consolidated financial statements
1. Accounting policies (continued)
Own shares
Own shares relate to shares gifted to the Employee Trust by the Company. The cash cost of own shares creates an own share reserve.
When options issued by the Employee Trust are exercised the own share reserve is reduced and a gain or loss is recognised in reserves based on
proceeds less weighted-average cost of shares initially purchased now exercised.
Own shares repurchased in cash as part of the share buy-back programme are debited to reserves. The shares are cancelled at nominal value with
a corresponding entry taken to the capital redemption reserve.
Provisions and contingent liabilities
The Group recognises a provision in the Consolidated statement of ﬁnancial position when it has a legal or constructive obligation as a result of a past
event and it is probable that an outﬂow of economic beneﬁts will be required to settle the obligation.
Where the Group has a possible obligation as a result of a past event that may, but probably will not, result in an outﬂow of economic beneﬁts, no
provision is made. Disclosures are made of the contingent liability including, where practicable, an estimate of the ﬁnancial effect, uncertainties
relating to the amount or timing of outﬂow of resources, and the possibility of any reimbursement.
Where time value is material, the amount of the related provision is calculated by discounting the cashﬂows at a pre-tax rate that reﬂects market
assessments of the time value of money and any risks speciﬁc to the liability.
Leased assets
Leases are classiﬁed as ﬁnance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee.
All other leases are classiﬁed as operating leases.
Assets held under ﬁnance leases are recognised as assets of the Group at their fair value or, if lower, at the present value of the minimum lease
payments, each determined at the inception of the lease. The corresponding liability to the lessor is included in the Consolidated statement of
ﬁnancial position as a ﬁnance lease obligation. Lease payments are apportioned between ﬁnance charges and reduction of the lease obligation so
as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly to the Consolidated statement
of comprehensive income.
Rentals payable under operating leases are charged directly to the Consolidated statement of comprehensive income on a straight-line basis over the
term of the relevant lease.
Beneﬁts received and receivable as an incentive to enter into an operating lease are also spread on a straight-line basis over the lease term.
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1. Accounting policies (continued)

Non-derivative ﬁnancial assets classiﬁed as available-for-sale comprise the Group’s strategic investments in entities not qualifying as subsidiaries,
associates or jointly controlled entities. They are carried at fair value with changes in fair value recognised directly in equity. In accordance with
IAS 39, a signiﬁcant or prolonged decline in the fair value of an available-for-sale ﬁnancial asset is recognised in the Consolidated statement of
comprehensive income.

Financial liabilities
The Group’s ﬁnancial liabilities are all categorised as ﬁnancial liabilities measured at amortised cost. Financial liabilities include the following items:

Board of
Directors

Cash comprises cash in hand and balances with ﬁnancial institutions. Cash equivalents are short-term, highly liquid investments that are readily
convertible to known amounts of cash. They include unrestricted short-term bank deposits originally purchased with maturities of three months
or less.

Responsibility &
relationships

Trade and other receivables represent short-term monetary assets which are recognised at fair value less impairment and other related provisions,
which are recognised when there is objective evidence (primarily default or signiﬁcant delay in payment) that the Group will be unable to collect all
of the amounts due. The amount of such a provision is the difference between the net carrying amount and the present value of the future expected
cashﬂows associated with the impaired receivable.

Markets
and risks

Short-term investments are non-derivative ﬁnancial assets with ﬁxed or determinable payments that are not quoted on an active market. They are
initially recognised at fair value, plus transaction costs directly attributable to their acquisition or issue. They are subsequently carried at amortised
cost using the effective interest rate method, less any provisions for impairment.

Review
of 2012

Purchases and sales of available-for-sale ﬁnancial assets are recognised on settlement date with any change in fair value between trade date and
settlement date being recognised in the available-for-sale reserve. On sale, the amount held in the available-for-sale reserve associated with that asset
is removed from equity and recognised in the Consolidated statement of comprehensive income.

Strategy

These include restricted cash and unrestricted bank deposits with maturities of more than three months. Amounts held as security deposits are
considered to be restricted cash. There are no ﬁnancial assets that are classiﬁed as ‘held to maturity’. A category for ‘in the money’ derivative ﬁnancial
instruments was not required since there were no derivative ﬁnancial instruments held as at 31 December 2012 or 31 December 2011.

Overview

Financial assets
The Group’s ﬁnancial assets which are ﬁnancial instruments are categorised as loans, receivables and available-for-sale ﬁnancial assets.

• Client liabilities, including amounts due to progressive prize pools.

• A category for ‘out of the money’ derivative ﬁnancial instruments was not required since there were no derivative ﬁnancial instruments as at
31 December 2012 or 31 December 2011.

Financial
statements

• Loans and borrowings, comprising bank borrowings and overdrafts, which are initially recognised at fair value, net of any transaction costs directly
attributable to the issue of the instrument. Such interest-bearing liabilities are subsequently valued at amortised cost using the effective interest
rate method. Interest expense in this context includes initial transaction costs, as well as any interest or coupon payable while the liability is
outstanding.

Governance

• Trade payables and other short-term monetary liabilities which are initially recognised at fair value and subsequently carried at amortised cost
using the effective interest rate method, which ensures that interest expense over the period to repayment is at a constant rate on the balance of
the liability carried in the Consolidated statement of ﬁnancial position.

Share capital
Financial instruments issued by the Group are treated as equity only to the extent that they do not meet the deﬁnition of a ﬁnancial liability.
The Group’s ordinary shares are classiﬁed as equity instruments.

Share
Information

Dividends
Dividends are recognised when they become legally payable. In the case of interim dividends to equity shareholders, this is when declared by the
Directors. In the case of ﬁnal dividends, this is when approved by the shareholders at the Annual General Meeting.

Notice of Annual
General Meeting
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Notes to the consolidated financial statements
2. Segment information
For management purposes and transacting with customers, the Group’s operations can be segmented into the following reporting segments:
• sports betting,
• casino & games,
• poker,
• bingo; and
• other (including network services, World Poker Tour, InterTrader.com, WIN.com, software services and the payment services business).
These segments are the basis upon which the Group continues to report its segment information. The measure of reporting segment performance is
Clean EBITDA and the basis for arriving at this is the same as the Group accounts.

Year ended 31 December 2012

Sports
betting
€million

Casino &
games
€million

Poker
€million

Bingo
€million

262.8

268.8

173.8

0.1

2.4

2.7

262.9

271.2

Unallocated
corporate
€million

Consolidated
€million

63.5

–

768.9

0.8

26.7

32.7

176.5

64.3

26.7

801.6

Continuing operations
Net revenue
Other revenue
Total revenue

42.7

80.1

28.5

18.8

(5.2)

164.9

(35.6)

28.7

(15.9)

5.8

(6.5)

(23.5)

Net revenue

–

–

–

–

–

–

Other revenue

–

–

10.4

–

–

10.4

Total revenue

–

–

10.4

–

–

10.4

Clean EBITDA

–

–

(21.3)

–

–

(21.3)

Loss before tax

–

–

(39.4)

–

–

(39.4)

262.8

268.8

173.8

63.5

–

768.9

0.1

2.4

13.1

0.8

26.7

43.1

262.9

271.2

186.9

64.3

26.7

812.0

Clean EBITDA
Proﬁt (loss) before tax
Discontinued operations

Total operations
Net revenue
Other revenue
Total revenue
Clean EBITDA
Proﬁt (loss) before tax

42.7

80.1

7.2

18.8

(5.2)

143.6

(35.6)

28.7

(55.3)

5.8

(6.5)

(62.9)
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2. Segment information (continued)
Sports
betting
€million

Casino &
games
€million

Poker
€million

Bingo
€million

Unallocated
corporate
€million

Consolidated
€million

674.5

Overview

Year ended 31 December 2011

Continuing operations

237.5

184.6

58.5

–

0.8

0.9

2.9

0.9

11.1

16.6

Total revenue

194.7

238.4

187.5

59.4

11.1

691.1

19.8

(6.8)

168.3

3.4

(36.9)

(422.9)

Net revenue

–

–

–

–

–

–

Other revenue

–

–

10.1

–

–

10.1

Total revenue

–

–

10.1

–

–

10.1

Clean EBITDA

–

–

(13.1)

–

–

(13.1)

Loss before tax

–

–

(15.7)

–

–

(15.7)

193.9

237.5

184.6

58.5

–

674.5

0.8

0.9

13.0

0.9

11.1

26.7

194.7

238.4

197.6

59.4

11.1

701.2

Discontinued operations

Total operations
Net revenue
Other revenue
Total revenue
Clean EBITDA
Proﬁt (loss) before tax

46.0

83.2

13.0

19.8

(6.8)

155.2

(158.4)

(110.2)

(136.5)

3.4

(36.9)

(438.6)

2012
€million

2011
€million

176.0

142.1

Year ended 31 December

544.0

467.7

Total revenue

801.6

691.1

2012
€million

2011
€million

Merger and acquisition costs

0.1

12.0

Exchange losses

5.3

4.5

Other

0.2

–

5.6

16.5

3. Other operating expenses
Year ended 31 December

Share
Information

81.3

Other

Financial
statements

81.6

United Kingdom

Governance

Germany

Board of
Directors

Geographical analysis of total revenue
The following table provides an analysis of the Group’s continuing total revenue by geographical segment:

Responsibility &
relationships

26.1
(120.8)

Markets
and risks

83.2
(110.2)

Proﬁt (loss) before tax

Review
of 2012

46.0
(158.4)

Clean EBITDA

Strategy

193.9

Other revenue

Net revenue

Merger and acquisition expenses incurred in 2011 relate to the completed merger with bwin.
Notice of Annual
General Meeting
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Notes to the consolidated financial statements
4. Retroactive taxes and associated charges
During the year, the Spanish Tax Authority contacted all of the major online gaming operators and made clear that, in their opinion, any online operator
that has ever accepted customers from Spain has an obligation to pay Spanish taxes under two laws, one dating from 1966 and the other from 1977.
Previously these laws were applied to operators based in Spain carrying out ofﬂine gaming activities and to certain kinds of bets (other than ﬁxed odd
bets). As a result, like a number of other operators, a group company completed a tax self-assessment in accordance with the Spanish Tax Authority’s
requirements and made a payment of €25.6m in respect of periods prior to June 2011. Including associated surcharges and interest, this has resulted
in a charge of €31.5m in the year.
5. Loss from operating activities
Year ended 31 December

2012
€million

2011
€million

This has been arrived at after charging (crediting):
Directors’ emoluments

10.2

7.0

Amortisation of intangibles

95.5

126.9

Depreciation on property, plant and equipment

21.3

19.6

Product development (including staff cost)

11.1

11.0

(Proﬁt) loss on disposal of ﬁxed assets

(0.2)

1.2

Exchange loss

5.3

4.5

Reorganisation expenses

5.6

6.3

Impairment losses – trade receivables (bad debts)

7.7

9.6

–

391.7

Impairment losses – goodwill

2.0

1.7

–

15.3

Auditors’ remuneration – audit services

0.9

0.5

Auditors’ remuneration – transaction services

0.1

0.2

Merger and acquisition costs

0.1

12.0

2012
€million

2011
€million

Impairment losses – associates
Impairment losses – other intangibles

6. Staff costs
Year ended 31 December

Aggregate remuneration including Directors comprised:

110.6

89.6

Share-based payments

20.1

12.0

Employer social insurance contribution

14.3

13.0

Wages and salaries

Other beneﬁts

8.7

8.3

153.7

122.9

2012
€million

2011
€million

Details of Directors’ emoluments are set out in the Remuneration Report.
Year ended 31 December

Average number of employees
Directors
Administration
Customer service
Others

14

11

191

213

588

524

2,114

1,733

2,907

2,481

113

7. Finance income and expense

Interest income

1.5

6.4

Finance income

1.5

6.4

Interest expense

(1.5)

(1.6)

Unwinding of discount on current and non-current liabilities

(7.2)

(7.5)

Finance expense

(8.7)

(9.1)

Net ﬁnance expense

(7.2)

(2.7)
Review
of 2012

8. Tax
Analysis of tax charge
2012

Current tax expense for the year

13.0

0.4

Deferred tax credit for the year

(11.6)

–

1.4

0.4

1.8

Tax expense (credit)

2011

13.4

11.8

0.6

12.4

(11.6)

(20.0)

–

(20.0)

(8.2)

0.6

(7.6)

Note

2012
€million

2011
€million

(23.5)

(422.9)

9

(39.4)

(15.7)

(62.9)

(438.6)

(6.3)

(43.9)

Total
€million

Total
€million

The effective tax rate for continuing operations for the year based on the associated tax expense is 6.0% (2011: 2.0%).
The total expense (credit) for the year can be reconciled to accounting (loss) proﬁt as follows:
Year ended 31 December

Loss before tax from Continuing operations
Loss before tax from Discontinued operations
Loss before tax
Tax rate in Gibraltar of 10% (2011: 10%)
Effect of expenses not allowed for tax purposes
Effect of deferred tax

9.1

2.8

(11.6)

(20.0)
12.6

0.2

40.9

Total income tax expense (credit) for the year

1.8

(7.6)

The expenses not allowed for tax purposes are primarily amortisation and impairment of intangible assets.

Future tax charges will be reduced by a deferred tax credit in respect of amortisation of certain acquired intangibles.

Notice of Annual
General Meeting

Factors that may affect future tax charges
As the Group is involved in worldwide operations, future tax charges will be affected by the levels and mix of proﬁtability in different jurisdictions.

Share
Information

Factors affecting the tax charge for the year
The Group’s policy is to manage, control and operate Group companies only in the countries in which they are registered. At the period end there were
Group companies registered in 24 countries including Gibraltar. However, the rules and practice governing the taxation of eCommerce activity are
evolving in many countries. It is possible that the amount of tax that will eventually become payable may differ from the amount provided in the
ﬁnancial statements.

Financial
statements

10.4

Effect of impairment not allowed for tax purposes

Effect of tax in other jurisdictions

Governance

Discontinued
operations
€million

Board of
Directors

Continuing
operations
€million

Responsibility &
relationships

Discontinued
operations
€million

Markets
and risks

Continuing
operations
€million

Year ended 31 December

Strategy

2011
€million

Overview

2012
€million

Year ended 31 December
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Notes to the consolidated financial statements
9. Discontinued operations
Discontinued operations consist of the following:
Ongame B2B
On 31 October 2012 the Group sold the Ongame B2B business it acquired as part of the Merger to Amaya Gaming Group Inc. Please refer to note 28 for
further details.
US
US refers to those operations located physically outside of the US but which relate to US customers that were no longer accepted following the
enactment of the UIGEA.
Consolidated statement of comprehensive income
2012
€million

2011
€million

Other revenue

10.4

10.1

Total revenue

10.4

10.1

Gross proﬁt

10.4

10.1

Other operating income

(1.0)

(0.5)

Administrative expenses

(15.3)

(22.2)

(17.3)

–

Year ended 31 December

Loss on disposal of assets held for sale

Notes

28

Provisions in year
Distribution expenses
Loss from operating activities

(11.9)

–

(4.1)

(2.5)

(39.2)

(15.1)

Finance expense

(0.2)

(0.6)

Loss before tax

(39.4)

(15.7)

Tax
Loss for the period attributable to the equity holders of the parent

(0.4)

(0.6)

(39.8)

(16.3)

(4.9)

(2.2)

2012
€million

2011
€million

(39.8)

(16.3)

Loss per share (€cents)
Basic and diluted

10

Consolidated statement of cashflows
Year ended 31 December

Loss for the period
Adjustments for:

0.1

0.7

–

1.3

Interest expense

0.2

0.6

Increase in reserves due to share-based payments

0.2

0.1

Income tax expense

0.4

0.6

Depreciation of property, plant and equipment
Amortisation of intangibles

Loss on disposal of assets held for sale
Operating cashﬂows before movements in working capital and provisions

17.3

–

(21.6)

(13.0)

2.4

2.1

Decrease in trade and other payables

(13.8)

(19.9)

Net cash outﬂow from operating activities

(33.0)

(30.8)

Decrease in trade and other receivables

Investing activities
Net cash acquired on acquisition of subsidiaries and businesses

–

2.4

Purchases of intangible assets

–

(1.4)

–

(1.8)

Purchases of property, plant and equipment
Sale of assets held for sale

8.2

–

Net cash used in investing activities

8.2

(0.8)

(24.8)

(31.6)

Net decrease in cash and cash equivalents
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10. Earnings per Share (‘EPS’)

Year ended 31 December

Discontinued
operations
€cents

2011

Total
€cents

Continuing
operations
€cents

Discontinued
operations
€cents

Total
€cents

(2.9)

(4.9)

(7.8)

(56.0)

(2.2)

(58.2)

Diluted EPS

(2.9)*

(4.9)*

(7.8)*

(56.0)*

(2.2)*

(58.2)*

Basic Clean EPS

14.7

(2.7)

12.1

17.9

(2.1)

15.8

Diluted Clean EPS

14.4

(2.7)*

11.8

17.5

(2.1)*

15.4

Strategy

Basic EPS

Overview

2012
Continuing
operations
€cents

* A diluted EPS calculation may not increase a basic EPS calculation when the basic EPS is a loss.

Review
of 2012

Basic earnings per share
Basic earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted average number of ordinary
shares outstanding during the period, excluding those held as own shares.

Basic loss (€million)

(63.7)

(428.9)

Weighted average number of ordinary shares (million)

817.7

737.2

(7.8)

(58.2)

Basic EPS

Basic loss per ordinary share (€cents)
Basic Clean EPS
Adjusted earnings (€million)
Weighted average number of ordinary shares (million)
Adjusted earnings per ordinary share (€cents)

98.8

116.6

817.7

737.2

12.1

15.8
Board of
Directors
Governance

Clean earnings per share
The performance measure of EPS used internally by management to manage the operations of the business and remove the impact of one-off and
certain non-cash items is Clean EPS, which is calculated before the provision for costs associated with the Group’s Non-Prosecution Agreement,
reorganisation expenses, merger and acquisition costs, share-based payments, exchange differences, retroactive tax charges, loss on disposal of
assets held for sale and amortisation and impairments on acquisitions, which they believe better reﬂects the underlying performance of the business
and assists in providing a clearer view of the fundamental performance of the Group.

Responsibility &
relationships

2011
Total

Markets
and risks

2012
Total

Year ended 31 December

Financial
statements
Share
Information
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Notes to the consolidated financial statements
10. Earnings per Share (‘EPS’) (continued)
Clean net earnings excluding amortisation and impairments on acquisitions attributable to equity shareholders is derived as follows:
2012

Year ended 31 December

Continuing
operations
€million

Discontinued
operations
€million

(23.9)

Loss for the purposes of basic and diluted earnings
per share being proﬁt attributable to equity holders
of the parent
Unwinding of discount associated with the Group’s
Non-Prosecution Agreement

2011

Total
€million

Continuing
operations
€million

Discontinued
operations
€million

Total
€million

(39.8)

(63.7)

(412.6)

(16.3)

(428.9)

–

0.2

0.2

–

0.6

0.6

Reorganisation expenses

5.6

–

5.6

6.3

–

6.3

Merger and acquisition costs

0.1

0.5

0.6

12.0

0.3

12.3

Exchange losses (gains)

5.3

(0.2)

5.1

4.5

(0.4)

4.1

Share-based payments

20.1

0.2

20.3

12.0

0.1

12.1
–

–

17.3

17.3

–

–

Retroactive taxes and associated charges

31.5

–

31.5

–

–

–

Amortisation on acquired intangible assets

91.5

–

91.5

121.0

–

121.0

(11.6)

–

(11.6)

(15.1)

–

(15.1)

2.0

–

2.0

408.7

–

408.7

–

–

–

(4.5)

–

(4.5)

120.6

(21.8)

98.8

132.3

(15.7)

116.6

2012
Number
million

2011
Number
million

837.2

413.1

Loss on disposal of assets held for sale

– Tax thereon
Impairments on acquired intangible assets and
goodwill
– Tax thereon
Clean net earnings

Year ended 31 December

Weighted average number of shares
Number of shares in issue as at 1 January
Number of shares in issue as at 1 January held by the Employee Trust
Weighted average number of shares issued during the year
Weighted average number of shares purchased during the year
Effect of vested share options
Weighted average number of ordinary shares for the purposes of basic earnings per share
Effect of potential dilutive unvested share options and contingently issuable shares
Weighted average number of ordinary shares for the purposes of diluted earnings per share

(3.9)

(4.0)

1.1

331.4

(19.9)

(4.3)

3.2

1.0

817.7

737.2

20.7

19.3

838.4

756.5

In accordance with IAS 33, the weighted average number of shares for diluted earnings per share takes into account all potentially dilutive equity
instruments granted which are not included in the number of shares for basic earnings per share above. Although the unvested, potentially dilutive
equity instruments are contingently issuable, in accordance with IAS 33, the period end is treated as the end of the performance period. Those option
holders who were employees at that date are deemed to have satisﬁed the performance requirements and their related potentially dilutive equity
instruments have been included for the purpose of diluted EPS.
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11. Intangible assets
Acquired
intangibles
€million

Other
intangibles
€million

As at 1 January 2011

218.3

175.5

16.0

409.8

Acquired through business combinations

473.3

608.7

–

1,082.0

–

–

11.0

11.0

6.3

5.0

0.5

11.8

Total
€million

Overview

Goodwill
€million

Cost or valuation

Exchange movements

–

(5.9)

(5.9)

–

(37.8)

(1.2)

(39.0)

697.9

751.4

20.4

1,469.7

19.3

4.0

–

23.3

–

–

10.4

10.4

1.0

0.8

0.1

1.9

718.2

756.2

30.9

1,505.3

As at 31 December 2011
Acquired through business combinations (see note 27)
Additions
Exchange movements
As at 31 December 2012
Amortisation

56.8

131.0

10.1

197.9

Charge for the year

–

121.0

5.9

126.9

1.9

3.9

0.3

6.1

391.7

15.3

–

407.0

Exchange movements
Impairment
Disposals

–

–

(5.9)

(5.9)

Reclassiﬁed as assets held for sale

–

(0.9)

–

(0.9)

270.3

10.4

731.1

–

91.5

4.0

95.5

Exchange movements

–

(1.1)

0.2

(0.9)

450.4

360.7

14.6

825.7

As at 31 December 2012
As at 31 December 2011

247.5

481.1

10.0

738.6

As at 31 December 2012

267.8

395.5

16.3

679.6

The €391.7m impairment of goodwill in 2011 related to uncertainty created by certain proposed regulatory changes in Europe, particularly those in
Germany. The Directors applied probability weighted forecasts to determine the cashﬂow projections for this CGU which had an adverse impact on
the projected value in use of this operation and consequently resulted in this impairment.

Notice of Annual
General Meeting

The €15.3m impairment of acquired intangibles in 2011 relates to software acquired as part of the Merger that will not be used for its normal
economic life.

Share
Information

Other intangibles primarily include development expenditure, long-term gaming and intellectual property licences and purchased domain names.
Development expenditure represents software infrastructure assets that have been developed and generated internally. Licences are amortised
over the life of the licences and other intangibles are being amortised over their estimated useful economic lives of between three and ﬁve years.

Financial
statements

Acquired intangible assets are those intangible assets purchased as part of an acquisition and primarily include customer lists, brands, software
and broadcast libraries. The value of acquired intangibles is based on cashﬂow projections at the time of acquisition. Customer lists from existing
customers take into account the expected impact of player attrition.

Governance

Carrying amounts

Board of
Directors

450.4

Charge for the year

As at 31 December 2011

Responsibility &
relationships

As at 1 January 2011

Markets
and risks

–

Reclassiﬁed as assets held for sale

Review
of 2012

Disposals

Strategy

Additions

Glossary
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11. Intangible assets (continued)
Goodwill
Goodwill is allocated to the following cash-generating units (CGUs). The CGUs have been changed to reﬂect the product verticals which management
uses to segment the business:
2012
€million

2011
€million

Sports

98.0

96.4

Casino & games

67.4

66.2

Poker

13.4

12.3

Bingo

74.8

72.6

Other

14.2

–

267.8

247.5

As at 31 December

At end of year

Impairment
In accordance with IAS 36, the Group regularly monitors the carrying value of its intangible assets. A detailed review was undertaken at 31 December
2012 to assess whether the carrying value of assets was supported by the net present value of future cashﬂows derived from those assets.
The recoverable amounts of all the above CGUs have been determined from value in use calculations based on cashﬂow projections from formally
approved budgets and long-range forecasts.
Casino & games, Poker, Bingo and Other
In respect of the Casino & games, Poker, Bingo and Other CGUs, the Directors have concluded that there are no reasonably possible changes in key
assumptions which would cause the carrying value of goodwill and other intangibles to exceed their value in use. The major assumptions used are
as follows:
Key assumptions used in the projections
Discount
rate

Operating
margin

Growth
rate

Casino & Games

8.9%

21.4%

2.0%

Poker

8.9%

21.4%

0.0%

Bingo

8.9%

21.4%

5.3%

Other

8.9%

21.4%

3.3%

CGU

Sports
The uncertainty created by the proposed regulatory changes in Europe, particularly those in Germany, have resulted in the Directors applying
probability weighted forecasts to determine the cashﬂow projections for this CGU.
The recoverable amount of the Sports CGU has been determined from value in use calculations based on cashﬂow projections covering the following
ten year period. The Group believes that going beyond ﬁve years’ cashﬂows in the value in use calculations is appropriate given the Group is an
established business and is a market leader in a growth industry.
Operating margins have been based on past experience and future expectations in light of anticipated economic and market conditions. Discount
rates are based on the Group’s weighted average cost of capital, adjusted to reﬂect management’s assessment of speciﬁc risks related to the CGU.
The table below shows the effect of changes in the key assumptions would have on the carrying value.
Key assumptions used in the projections

Sports

Discount
rate

Operating
margin

Growth
rate

8.9%

21.4%

0.6%

Effect of 1% increase in assumption

(€37.3m)

€13.0m

€20.0m

Effect of 1% decrease in assumption

€48.4m

(€13.1m)

(€18.5m)

Key assumptions used in the projections
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12. Property, plant and equipment
Plant,
machinery
and vehicles
€million

Fixtures,
ﬁttings,
tools and
equipment
€million

Total
€million

As at 1 January 2011

4.0

5.1

70.9

80.0

Acquired through business combinations

2.6

1.4

15.3

19.3

Additions

9.6

2.4

18.6

30.6

Disposals

(2.9)

(0.9)

(5.2)

(9.0)

Exchange movements

0.1

(0.3)

0.7

0.5

–

(0.4)

(7.8)

(8.2)

Overview

Land and
buildings
€million

Cost or valuation

30.6

Disposals

(0.4)

(2.3)

(2.1)

(4.8)

Exchange movements

0.1

(0.1)

0.3

0.3

Reclassiﬁed from assets held for sale

2.3

–

–

2.3

18.5

5.5

117.6

141.6

As at 1 January 2011

3.5

4.2

62.8

70.5

Charge for the year

1.4

1.2

17.0

19.6

Disposals

(2.6)

(0.6)

(4.4)

(7.6)

Exchange movements

0.1

(0.2)

1.0

0.9

–

(0.1)

(2.9)

(3.0)

As at 31 December 2012
Depreciation

Reclassiﬁed as assets held for sale
As at 31 December 2011

2.4

4.5

73.5

80.4

Charge for the year

1.4

0.5

19.4

21.3
(3.1)

(1.3)

(1.7)

0.1

–

0.3

0.4

As at 31 December 2012

3.8

3.7

91.5

99.0

Carrying amounts

2.8

19.0

32.8

14.7

1.8

26.1

42.6

2012
€million

2011
€million

6.5

4.9

13. Commitments for capital expenditure
As at 31 December

Contracted but not provided for

Share
Information

11.0

As at 31 December 2012

Financial
statements

As at 31 December 2011

Governance

(0.1)

Exchange movements

Disposals

Board of
Directors

113.2

26.9

Responsibility &
relationships

92.5

0.6

Markets
and risks

7.3

3.1

Review
of 2012

13.4

Additions

As at 31 December 2011

Strategy

Reclassiﬁed as assets held for sale
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14. Investments
Associates
€million

Joint
ventures
€million

Available-for-sale
ﬁnancial assets
€million

Total
€million

–

–

1.7

1.7

9.0

–

–

9.0

Additions

1.3

10.0

3.3

14.6

Share of (loss) proﬁt

(1.0)

0.5

–

(0.5)

Impairments

(1.7)

–

–

(1.7)

As at 31 December 2011

7.6

10.5

5.0

23.1

–

–

4.1

4.1

(3.6)

–

5.0

1.4

–

(2.3)

–

(2.3)

0.0

0.2

–

0.2

–

–

1.3

1.3

As at 1 January 2011
Acquired through business combinations

Additions
Reclassiﬁcation of investments
Repayment of loan
Share of proﬁt
Unrealised gains transferred to equity
Impairments
As at 31 December 2012

(2.0)

–

–

(2.0)

2.0

8.4

15.4

25.8

Investment in associates
The following entities meet the deﬁnition of an associate and have been equity accounted in the consolidated ﬁnancial statements:
Proportion of voting rights
held at 31 December

Name

Country of incorporation

Betbull Holding SE

Austria

bwin e.k.
Restaurante Coimbra II SL

2012

2011

–

40%

Germany

50%

50%

Spain

50%

50%

2012
€million

2011
€million

Total assets

5.1

32.5

Total liabilities

1.9

4.7

Revenues

5.3

14.7

Proﬁt

1.0

0.3

Aggregated amounts relating to associates are as follows:

There is no unrecognised share of losses arising during the year. Any excess of the cost of acquisition over the Group’s share of the net fair value of the
identiﬁable assets, liabilities and contingent liabilities of the associate recognised at the date of acquisition is recognised as goodwill. The goodwill is
included within the carrying amount of the investment.
The carrying value at the end of the reporting period related primarily to the investment in associate of bwin e.k. The investment in Betbull Holdings
SE was reclassiﬁed as an available-for-sale ﬁnancial asset on 5 December 2012 following a change in control when the shares were transferred into the
Aldorino Trust. The investment in Betbull Holdings SE was equity accounted until the transfer with the share of the loss and impairment for the period
to 5 December 2012 recognised in the Statement of comprehensive income.
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14. Investments (continued)
Overview

Investment in joint ventures
The following entities meet the deﬁnition of a joint venture and have been equity accounted in the consolidated ﬁnancial statements:
Proportion of voting rights
held at 31 December
Country of incorporation

2012

2011

Conspo Sportcontent GmbH

Germany

50%

50%

Nordeus WIN (Gibraltar) Limited

Gibraltar

50%

–

2012
€million

2011
€million

Total assets

7.3

18.9

Total liabilities

7.0

17.9

28.5

21.7

0.2

0.9

Strategy

Name

Aggregated amounts relating to joint ventures are as follows:

Markets
and risks

Proﬁt

Review
of 2012

Revenues

There is no unrecognised share of losses arising during the year.

Additional investments are held in a payment processing company Wave Crest Holdings Limited and the reclassiﬁed Axon Capital ICT Fund and
Aldorino Trust.

15. Trade and other receivables
Group

Company
As at
31 December 2012
€million

As at
31 December 2011
€million

Payment service providers

70.5

62.2

–

–

Less: chargeback provision

(1.9)

(2.9)

–

–

Payment service providers – net

68.6

59.3

–

–

Prepayments

27.5

33.0

0.6

0.8

2.0

–

–

–

41.3

37.4

1.0

–

–

–

106.2

113.4

Contingent consideration
Other receivables
Due from Group companies

129.7

107.8

114.2

6.8

–

–

–

Non-current assets

6.8

–

–

–

Current assets

Provisions are expected to be settled within the next year and relate to chargebacks which are recognised at the Directors’ best estimate of the
provision based on past experience of such expenses applied to the level of activity.

Glossary

The Directors consider that the carrying amount of trade and other receivables approximates to their fair values, which is based on estimates of
amounts recoverable. The recoverable amount is determined by calculating the present value of expected future cashﬂows.
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Contingent consideration

Share
Information

As at
31 December 2011
€million

Financial
statements

As at
31 December 2012
€million

Governance

The Directors consider that their carrying amount approximates to their fair values or estimates of the present value of expected future cashﬂows.

Board of
Directors

Available-for-sale investments
Available-for-sale investments primarily relate to the Group’s interests in several early stage digital entertainment investment funds called NewGame
Capital LP and Real Fun Holdings Srl. The Group’s investment in these funds increased by €4.1m in the period.

Responsibility &
relationships

On 9 August 2012 the Group entered into a joint venture agreement with Nordeus LLC to form Nordeus WIN (Gibraltar) Limited. The joint venture is
to develop, market, distribute and publish a social betting platform. The Group agreed to loan the joint venture company €1.0m to develop the software
platform and a further €1.0m working capital under certain performance conditions.
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15. Trade and other receivables (continued)
Movements on the provision are as follows:
€million

As at 1 January 2011

1.4

Acquired through business combinations

1.5

Charged to consolidated statement of comprehensive income

9.6

Credited to consolidated statement of comprehensive income

(9.6)

As at 31 December 2011

2.9

Charged to consolidated statement of comprehensive income

7.7

Credited to consolidated statement of comprehensive income

(8.7)

As at 31 December 2012

1.9

16. Short-term investments
As at 31 December

2012
€million

2011
€million

Restricted cash

31.5

38.6

Other short–term investments

–

1.1

31.5

39.7

Restricted cash represents cash held as guarantees for regulated markets licenses and signiﬁcant marketing contracts together with client funds
held for payment service provider transactions. In addition, at 31 December 2012 there are other guarantees in place that are not secured with cash
of €21.3m (2011: nil).
17. Cash and cash equivalents
Group
As at 31 December

Cash in hand and current accounts

Company

2012
€million

2011
€million

2012
€million

2011
€million

169.7

289.0

0.3

25.5

18. Trade and other payables
Group

Amounts due under Non-Prosecution Agreement
Deferred and contingent consideration
Other payables

Company

As at
31 December 2012
€million

As at
31 December 2011
€million

As at
31 December 2012
€million

As at
31 December 2011
€million

22.9

–

22.9

–

3.3

1.6

–

–

68.7

88.2

2.6

2.2

–

–

132.2

34.2

72.0

112.7

134.8

59.3

Deferred and contingent consideration

4.8

2.1

–

–

Later than one year but not later than ﬁve years

4.8

2.1

–

–

–

3.1

–

–

–

3.1

–

–

4.8

5.2

–

–

Due to Group companies
Current liabilities

Deferred and contingent consideration
More than ﬁve years
Non-current liabilities

On 6 April 2009 the Group entered into a Non-Prosecution Agreement with the USAO. Under the terms of the agreement the Group agreed to pay
US$105m, payable in semi-annual instalments over a period ending on 30 September 2012.
Deferred and contingent consideration relates to amounts payable for the acquisitions of Orneon and WPT (see note 27).
Other payables comprise amounts outstanding for trade purchases and other ongoing costs. The carrying amount of other payables approximates
to their fair value which is based on the net present value of expected future cashﬂows.
The amount due under the Non-Prosecution Agreement is recognised at fair value and carried at amortised cost using an effective interest rate of 2%.
The amount due for deferred and contingent consideration is recognised at fair value and carried at amortised cost using an effective interest rate
of 15%.
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Amounts due under
Non-Prosecution Agreement

Deferred and
contingent consideration
As at
31 December 2012
€million

As at
31 December 2011
€million

Within one year

–

23.1

3.5

1.8

Later than one year but not later than ﬁve years

–

–

5.7

3.1

More than ﬁve years

–

–

–

10.2

–

23.1

9.2

15.1

As at
31 December 2012
€million

As at
31 December 2011
€million

122.4

141.4

Review
of 2012

As at
31 December 2011
€million

19. Client liabilities and progressive prize pools

Progressive prize pools

14.3

14.8

136.7

156.2
Responsibility &
relationships

Client liabilities and progressive prize pools represent amounts due to customers including net deposits received, undrawn winnings, progressive
jackpots and tournament prize pools and certain promotional bonuses. The carrying amount of client liabilities and progressive prize pools
approximates to their fair value which is based on the net present value of expected future cashﬂows.
20. Provisions
Onerous
contracts
€million

Total
€million

–

–

–

Acquired through business combinations

–

9.3

9.3

Unwinding of discount

0.1

0.7

0.8

Reclassiﬁcation due to date of maturity

2.0

6.0

8.0

–

(7.3)

(7.3)
10.8

2.1

8.7

Unwinding of discount

0.1

0.7

0.8

–

3.8

3.8

Credited to consolidated statement of comprehensive income

(2.2)

(9.1)

(11.3)

Charged to consolidated statement of comprehensive income

11.9

–

11.9

Current liabilities at 31 December 2012

11.9

4.1

16.0

Reclassiﬁcation due to date of maturity

Acquired through business combinations

–

–

–

71.4

9.4

80.8

4.5

0.4

4.9

Reclassiﬁcation due to date of maturity

(2.0)

(6.0)

(8.0)

As at 31 December 2011

73.9

3.8

77.7

Unwinding of discount

6.6

–

6.6

–

(3.8)

(3.8)

Reclassiﬁcation due to date of maturity

(1.6)

–

(1.6)

Later than one year but not later than ﬁve years

78.9

–

78.9

Non-current liabilities at 31 December 2012

78.9

–

78.9

Litigation refers to provisions made in respect of certain outstanding legal and regulatory disputes and are an estimate of what the Directors believe
to be the fair value based on probability-weighted expected values. In light of the uncertainty associated with legal and regulatory disputes, there
can be no guarantee that the assumptions used to estimate the provision will be an accurate prediction of the actual costs that may or may not be
incurred. No further details have been provided as the Directors consider that this would be prejudicial to the interests of the Group.

Glossary

Credited to consolidated statement of comprehensive income
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As at 1 January 2011
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Litigation
€million

Markets
and risks

Client liabilities

Credited to consolidated statement of comprehensive income

Strategy

As at
31 December 2012
€million

Overview

18. Trade and other payables (continued)
The non-discounted book values for these amounts are as follows:
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20. Provisions (continued)
Onerous contracts relate to provisions made against the future costs of contracts where subsequent changes in legislation in certain countries have
meant that the future economic beneﬁts received by the Group are less than the costs involved with fulﬁlling the remaining terms and conditions of
the contracts and is recognised at the Directors’ best estimate based on their knowledge of the markets of the countries involved.
The amounts due for provisions are recognised at fair value based on the above and carried at best estimate of provision discounted for the time value
of money.
The non-discounted book values for these amounts are as follows:
Litigation
As at
31 December 2012
€million

Onerous contracts

As at
31 December 2011
€million

As at
31 December 2012
€million

As at
31 December 2011
€million

Within one year

11.9

2.2

4.2

9.0

Later than one year but not later than ﬁve years

93.2

94.8

–

4.2

105.1

97.0

4.2

13.2

21. Loans and borrowings
Book value

Fair value

2012
€million

2011
€million

2012
€million

2011
€million

Secured bank loan

6.2

32.9

6.9

33.2

Current liabilities

6.2

32.9

6.9

33.2

Secured bank loan

30.8

–

29.5

–

Later than one year but not later than ﬁve years

30.8

–

29.5

–

Non-current liabilities

30.8

–

29.5

–

As at 31 December

Bank borrowings are recognised at fair value and subsequently carried at amortised cost based on their internal rates of return. The discount rate
applied was 3.82%.
Principal terms and the debt repayment schedule of loans and borrowings before amortisation are as follows:
As at 31 December 2012

Amount

Nominal rate

Year of maturity

Security

The Royal Bank of Scotland plc

£30.0m

3 months LIBOR plus 3.25%

2015

Floating charge over the assets of Cashcade
Limited and its subsidiary undertakings

£35.0m

6 months LIBOR plus 3.25%

2012

Floating charge over the assets of Cashcade
Limited and its subsidiary undertakings

As at December 2011
The Royal Bank of Scotland plc

The maturity analysis of loans and borrowings, including interest and fees, is as follows:
As at 31 December

Within one year
Later than one year and not later than ﬁve years

2012
€million

2011
€million

7.5

34.2

32.6

–

40.1

34.2

22. Deferred tax
€million

As at 1 January 2011
Acquired through business combinations
Exchange differences

7.4
71.2
0.6

Credited to consolidated statement of comprehensive income

(20.1)

As at 31 December 2011

59.1

Disposed through disposal of a business unit

(3.0)

Exchange differences
Credited to consolidated statement of comprehensive income
As at 31 December 2012

(0.4)
(11.6)
44.1
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Deferred tax relates primarily to temporary differences arising from fair value adjustments of acquired intangibles.
Overview

23. Operating lease commitments
The total future minimum lease payments due under non-cancellable operating lease payments are analysed below:
As at 31 December

Later than one year but not later than ﬁve years
More than ﬁve years

2011
€million

8.2

8.8

15.0

15.3

3.8

6.6

27.0

30.7

As part of the Board’s ongoing regulatory compliance process, the Board continues to monitor legal and regulatory developments and their potential
impact on the business and takes appropriate advice in respect of these developments.
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In July 2012, the Spanish gaming operator Codere ﬁled an unfair competition complaint against various bwin.party group companies. Prior to
this complaint the Spanish Court rejected Codere’s request for a preliminary injunction. Very similar to the complaint ﬁled by Santa Casa in
Portugal (which has been dismissed in July 2012), the complaint ﬁled by Codere seeks damages and prejudicial consequences in the amount of
approximately €25m.
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In September 2011, the Court of First Instance, amongst others, (i) declared the (already terminated) sponsorship agreement between bwin.party and
the LPFP as illegal, (ii) declared bwin.party’s gaming offer and advertising measures as illegal in Portugal, (iii) prohibited bwin.party to explore mutual
bets and lottery games in Portugal and to carry out any form of publicity or promotion of the website bwin.com, (iv) imposed on the defendants
pecuniary sanctions of (A) €50,000 for each day the infraction lasts to APC and (B) €50,000 for each infraction to SCML, and (v) ordered the publishing of
the ruling and the notiﬁcation of Portuguese media organs. bwin.party ﬁled an appeal against the decision of the Court of First Instance, which was
rejected by the Court of Appeals with decision dated 7 February 2013. bwin.party will ﬁle an appeal against this decision to the Portuguese Supreme
Court of Justice in due course. In June 2012, APC ﬁled enforcement motions against LPFP and bwin.party for alleged non-compliance with the decision
of September 2011 requesting the payment of penalties. These motions were rejected by the Court of First Instance and are currently pending before
the Appellate Court. bwin.party is of the view that it has taken the necessary steps to comply with the judgement of the Court of First Instance.
It cannot be excluded, however, that such steps are held to be insufﬁcient by a competent court while bwin.party’s and LPFP’s appeal is pending.
The Company continues to dispute its liability under the relevant statutes and intends to continue vigorously with its defence.
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In 2006, the Portuguese monopoly operator Santa Casa de Misericórdia da Lisboa (‘SCML’) and the Portuguese Casino Association (‘APC’) initiated
proceedings for damages in the amount of approximately €27m against the former bwin Interactive Entertainment AG, bwin International Ltd and the
Portuguese Soccer League (‘LPFP’). On 13 July 2012, the Oporto Court of First Instance rejected SCML’s claim for damages. SCML did not ﬁle an appeal
and the decision on SCML’s claim for damages is thus ﬁnal and the case has therefore closed.

Governance

In 2010, a former bwin subsidiary was assessed by Austrian tax authorities to have value-added tax arrears of €6.4m for the years 2002 to 2004. The
assessments were appealed and overruled by a decision of the Independent Finance Senate in 2012. Subsequent periods are still under audit. Although
it is now likely that the arguments used in the overruled assessments will be dropped, the value of the worst case scenario amounts to €187.4 million.

Board of
Directors

Litigation
As a consequence of the as yet non-harmonised regulatory environment for online gaming in Europe, a number of civil and administrative proceedings
are pending against the Group and/or its Board members in several countries (including but not limited to Germany, Portugal, Slovenia and Spain)
aimed at preventing bwin.party from offering its services in these countries. Further, there are criminal proceedings pending against the Group and/or
certain Board members for the alleged violation of local gaming laws (such as in France and Belgium).

Responsibility &
relationships

Group companies may be subject to VAT on transactions which have been treated as exempt supplies of gambling, or on supplies which have been zero
rated for export to Gibraltar where legislation provides that the services are received or used and enjoyed in the country where the services provider
is located. No such amounts have been recognised as liabilities at the end of the reporting period. In the view of the Directors no valid claims are
outstanding in respect of these contingent liabilities. Revenues earned from customers located in a particular jurisdiction may give rise to further
taxes in that jurisdiction. If such taxes are levied, either on the basis of current law or the current practice of any tax authority, or by reason of a change
in the law or practice, then this may have a material adverse effect on the amount of tax payable by the Group.

Markets
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24. Contingent liabilities
From time to time the Group is subject to legal claims and actions against it. The Group takes legal advice as to the likelihood of success of such claims
and actions.

Review
of 2012

All operating lease commitments relate to land and buildings. Rental costs under operating leases are charged to the consolidated statement of
comprehensive income in equal annual amounts over the period of the leases.

Strategy

Within one year

2012
€million
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24. Contingent liabilities (continued)
In 2010, the Justice and Public Safety Cabinet of the Commonwealth of Kentucky ﬁled a civil suit against the former PartyGaming Plc and other
defendants in Franklin Circuit Court, a state court in Kentucky in the US. The suit seeks a claim for damages related to the sums lost by Kentucky
residents on PartyGaming’s sites during the period of 5 August 2005 until PartyGaming’s termination of US-facing activities on 13 October 2006.
On 22 February 2013, the Court issued an order against the former PartyGaming Plc granting summary judgment on liability. The order has the effect
of establishing liability and leaving open solely an assessment on quantum of damages. The method of calculation of damages is entirely uncertain
given the plaintiffs attempts to apply ofﬂine wagering legislation to online poker and casino games. Nonetheless, the Company’s best estimation
of the total net amount lost by Kentucky residents during the period in question is between US$2m and US$16m with the applicable legislation
purportedly permitting the award of up to three times such sum. The Company continues to dispute its liability and the quantum under the relevant
statutes and intends to continue vigorously with its defence both before the circuit court and, if necessary, through any appellate channels.
In 2011, Ante 5 (which has since changed its name to Blackridge Oil & Gas, Inc) ﬁled a complaint and a request for arbitration with Judicial Arbitration
and Mediation Service Inc. against the Company for the alleged breach of its obligations under the Asset Purchase Agreement for the purchase of
the World Poker Tour. Under the Asset Purchase Agreement Ante 5 was entitled to a 5% share of WPT’s revenues since the acquisition in 2009. Ante 5
claimed that the Company had not invested sufﬁcient effort to market the WPT assets and had thus suffered loss in its revenue share. Ante 5 sought
recovery of the revenue that it believed it would have received were the Company to have acted diligently in the promotion of the WPT assets.
The matter was settled further to mediation and the parties entered into a settlement agreement on 27 September 2012. Under the settlement
agreement Ante 5 agreed to drop all claims against the Company. As a separate part of the agreement Ante 5 sold its right to the 5% revenue
participation (see note 27). There are therefore no further liabilities stemming from this claim.
bwin.party digital entertainment plc and a subsidiary, PartyGaming IA Ltd., were named as defendants in an action now pending in the U.S. District
Court for the Southern District of Florida, entitled Yessenia Sofﬁn, et al. v. bwin.party digital entertainment plc, et al., Case No. 9:12-cv-81278-DTKH.
The plaintiffs have alleged tortious interference with business relationship, civil conspiracy, violations of Fl. Stat. § 501.204(1) (FDUPTA), and violations
of the Lanham Act, 15 U.S.C. § 1125, related to the defendants’ efforts to prevent infringement of the ‘PartyPoker’ trademark by plaintiffs’ ‘Party Star
Poker’ gaming brand. The plaintiffs allege that they have sustained damages in excess of US$25m. The Company continues to dispute its liability under
the relevant statutes and intends to continue vigorously with its defence.
In respect of the above matters relating to former bwin companies, IFRS 3 requires that a probability-weighted estimate is used for fair-valuing
acquired contingent liabilities and a provision made accordingly, even though had the same contingent liability arisen in a former PartyGaming
company no provision would be made under IAS 37.
Details of amounts provided for litigation and regulatory disputes can be found in note 20. No further details have been provided as the Directors
consider that this would be prejudicial to the interests of the Group.
25. Share capital
Ordinary shares
Issued and
fully paid
€

Number
million

As at 1 January 2011

77,687

413.1

Issued as consideration for the Merger

75,070

439.2

Employee share options exercised during the year
Redeemed as part of share buy-back scheme
As at 31 December 2011
Employee share options exercised during the year
Redeemed as part of share buy-back scheme
As at 31 December 2012

114

0.6

(2,757)

(15.7)

150,114

837.2

577

3.1

(5,047)

(27.3)

145,644

813.0

The issued and fully paid share capital of the Group amounts to €145,644.18 and is split into 813,038,478 ordinary shares. The share capital in UK sterling
is £121,817.18 and translates at an average exchange rate of 1.1956 euros to £1 sterling.
Authorised share capital and significant terms and conditions
On 28 January 2011 the Company’s authorised share capital was increased from £105,000 divided into 700 million ordinary shares with a par value
of 0.015p each to £225,000 divided into 1,500 million ordinary shares of 0.015p each. All issued shares are fully paid. The holders of ordinary shares are
entitled to receive dividends when declared and are entitled to one vote per share at meetings of the Company. The Trustee of the Employee Trust has
waived all voting and dividend rights in respect of shares held by the Employee Trust.
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25. Share capital (continued)

Number
million

As at 1 January 2011

(2.8)

4.0

Purchase of own shares for the Employee Trust

(4.3)

3.0

–

(3.1)

Employee share options exercised during the year

(7.1)

3.9

Purchase of own shares for the Employee Trust

(7.6)

4.4

4.8

(2.6)

(9.9)

5.7

Employee share options exercised during the year
As at 31 December 2012

Markets
and risks

As at 31 December 2012 5,691,683 (2011: 3,929,502) ordinary shares were held as own shares by the Employee Trust. During the year the
Company donated £6.1m (2011: £3.5m) to the Employee Trust, which the Employee Trust then used to purchase 4,350,296 (2011: 3,010,977)
ordinary shares in the market.
26. Related parties

Directors and key management
Key management are those individuals who the Directors believe have signiﬁcant authority and responsibility for planning, directing and controlling
the activities of the Group. The aggregate short-term and long-term beneﬁts, as well as share-based payments of the Directors and key management
of the Group are set out below:

Short-term beneﬁts

17.6

12.1

Share-based payments

10.0

5.4

27.6

17.5

Certain Directors and certain key management were granted share options under service contracts which were granted under a Group share
option plan.

The Group purchased certain communication services of €2.0m (2011: €2.1m) from a company on an arm’s length basis for whom a Board member
is a director, with amounts owed at 31 December 2012 of €0.2m (2011: €0.3m).

The Group purchased certain consultancy services of €0.2m (2011: €0.2m) from a company on an arm’s length basis for whom a Board member
was a director during the period with amounts owed at 31 December 2012 of less than €0.1m (2011: €0.1m).

In 2012 furnished property was leased to a member of key management at an annual lease rental of €44,300 (2011: €45,000) which the Directors believe
is the fair value rental of the property. There were no amounts owed at 31 December 2012 (2011: €nil).
Associates and joint ventures

The Group purchased on an arm’s length basis certain customer services of €5.0m (2011: €3.7m) from an associate, with amounts owed at 31 December
2012 of €0.3m (2011: €0.9m).
The Group purchased on an arm’s length basis certain rights to broadcast licensed media of €5.0m (2011: €nil) to a joint venture partner, with amounts
owed at 31 December 2012 of €nil (2011: €nil) and sold rights to broadcast licensed media of €3.6m (2011: €0.8m) to a joint venture partner, with amounts
owed at 31 December 2012 of €0.8m (2011: €0.8m).

Glossary

The Group purchased on an arm’s length basis certain advertising services of €1.2m (2011: €2.3m) from a company that has a non-controlling interest
in a Group subsidiary with amounts owed at 31 December 2012 of €0.2m (2011: €nil).

Notice of Annual
General Meeting

Two Directors each have a loan with the Group of €3.1m (2011: €3.0m) with an interest rate on an arm’s length basis. The Group holds certain guarantees
against these loans and believes the amounts to be fully recoverable.

Share
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The Group purchased certain payment services of €14.1m (2011: €8.6m) from a company on an arm’s length basis for whom a Board member is a
director, with amounts owed at 31 December 2012 of less than €0.1m (2011: less than €0.1m).
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At 31 December 2012 an aggregate balance of €4.4m (2011: €3.9m) was due to Directors and key management.

Governance

2011
€million

Board of
Directors

2012
€million

Responsibility &
relationships

Group
Transactions between the Group companies have been eliminated on consolidation and are not disclosed in this note.

Year ended 31 December

Review
of 2012

As at 31 December 2011

Strategy

Own shares
reserve
€million

Overview

Own shares
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26. Related parties (continued)
Company
Where the cash obligations of bwin.party digital entertainment plc (the ‘Company’) for operating expenditure are discharged by its operating
subsidiaries, amounts paid by the subsidiaries are accounted for through an adjustment to the related intercompany balances. During the year,
costs of €1.4m were incurred by subsidiaries on behalf of the Company (2011: €21.5m).
In 2012 the Company received no dividends from subsidiaries (2011: €100.0m), and declared a dividend to shareholders of €33.0m (2011: €15.0m).
At year end, the Company did not have any other borrowing facilities.
The Directors and certain key management of the Company were remunerated through cash payments made by other entities within the Group
of €6.9m (2011: €6.2m) and share options issued by the Company with a share-based payment expense of €10.0m (2011: €2.0m). Additionally the
Company has granted options over its shares to employees of certain subsidiaries. The share-based payment expense for the year in respect of
these shares options of €17.2m (2011: €10.0m) has been added to the Company’s cost of investment in those subsidiaries.
Details of amounts owed to and from subsidiaries are included in notes 15 and 18.
27. Acquisitions during the year
Orneon
On 30 May 2012 the Group acquired a number of assets from Velasco Services Inc. and Orneon Limited in order to accelerate the Group’s entry into
the social gaming market. The assets acquired included a number of existing B2B social gaming contracts and software engineering resources.
Cash consideration of $17.25m (€13.7m) was paid with contingent consideration of up to $2.6m (€2.3m) payable subject to certain performance
conditions being met. The Group has determined the fair value of contingent consideration taking into account the probability of expected outcomes
and appropriate discount rates.
Details of the provisional fair values of identiﬁable assets and liabilities acquired, purchase consideration and goodwill are as follows:
€million

Non-current assets

4.3

Intangible assets other than goodwill
Goodwill

11.7

Net assets acquired

16.0

Cash paid

13.7
2.3

Contingent consideration
Consideration

16.0

The intangible assets other than goodwill are being amortised over their estimated useful economic lives of up to three years. The main factor leading
to the recognition of goodwill (none of which is deductible for tax purposes) is the expertise of the workforce. The amount included above for
contingent consideration represents the Directors’ current best estimate of the amount payable which they consider is likely to be paid, after the
effects of discounting.
World Poker Tour
On 9 November 2009, the Group purchased the business and substantially all of the assets of WPT Enterprises Inc. Cash consideration was $12.3m
plus a contingent element derived from an ongoing 5% revenue share agreement.
As described in note 24, on 27 September 2012 the Group entered into an agreement with Black Ridge Oil & Gas, Inc (formerly Ante 5) to settle the
original contingent 5% revenue share element.
Cash consideration of $11.0m (€8.3m) was paid during the year with a deferred cash payment of $2.5m payable on 31 December 2013 and further
contingent consideration of up to $6.5m payable subject to the US real money online gaming market opening. The excess of the fair value of
consideration of €14.2m over the contingent consideration liability previously recognised of €7.2m, amounting to €7.0m, has been treated as an
adjustment to goodwill on the original WPT acquisition in accordance with IFRS 3 (2004) that was applicable to that acquisition.
The amount included above for contingent consideration represents the Directors’ current best estimate of the amount payable which they consider
is likely to be paid, after the effects of discounting.
Merger and acquisition costs in the year in respect of these acquisitions can be found in note 3.
Had these acquisitions been made on 1 January 2012, total revenue would have been €814.8m (€10.4m of which relates to Discontinued operations)
and the loss after tax €63.8m (of which €39.8m relates to Discontinued operations).
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28. Disposals during the year

€million

Strategy

The value of identiﬁable assets and liabilities sold, the sale consideration and the loss on disposal were as follows:

Overview

Ongame
On the 31 October 2012, the Group sold the Ongame B2B business it acquired as part of the Merger to Amaya Gaming Group Inc. (‘Amaya’) for an initial
consideration of €15m before any adjustments for net debt with contingent consideration of up to €10m receivable subject to a certain proportion
of the US real money online gaming market opening within ﬁve years of the sale date.

Non-current assets

37.6

Intangible assets
Current assets
Trade and other receivables

3.5

Cash and cash equivalents

3.8

Trade and other payables

(16.6)
34.3

Net assets disposed of

8.2

Net cash received

17.0

Fair value receivable

(17.3)

Board of
Directors

The amount included above for contingent consideration represents the Directors’ current best estimate of the amount receivable which they
consider is likely to be received, after the effects of discounting.

Responsibility &
relationships

8.8

Fair value of contingent consideration
Loss on disposal

Markets
and risks

Current liabilities

Review
of 2012

6.0

Property, Plant and equipment

Please refer to note 9 for details of the discontinued operations in the year.
29. Investments in subsidiaries

Acquisitions in the year

988.6
1,030.1
10.0

Options issued to employees of subsidiary undertakings
As at 31 December 2011

(391.7)
1,637.0
17.2

Options issued to employees of subsidiary undertakings

(0.2)

Disposals in the year
Impairment

(551.2)
1,102.8

During the year ended 31 December 2012 the Company issued share options with a fair value of €17.2m (2011: €10.0m) in respect of employees
of subsidiary undertakings.

Notice of Annual
General Meeting

Investments in subsidiaries carried by the Company are carried at cost less any impairment in value. The impairments that were recognised for the
years ending 31 December 2011 and 2012 of €391.7m and €551.2m respectively are measured as the difference between the market capitalisation
of the Company and the carrying value of the Company’s investments in subsidiaries as at the respective year ends.
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As at 31 December 2012
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Impairment

Governance

€million

As at 1 January 2011

Glossary

bwin.party Annual report & accounts 2012

130

Notes to the consolidated financial statements
29. Investments in subsidiaries (continued)
The Company is the holding company of the Group. The following table shows details of the Company’s principal subsidiary undertakings. Each of
these companies is wholly-owned by a member of the Group, the issued share capital of each is fully-paid and each are included in the consolidated
accounts of the Group:
Name of subsidiary undertaking

Country of incorporation

Principal business

BES SAS

France

Online gaming

bwin Argentina SA

Argentina

Online gaming

bwin Italia S.r.l.

Italy

Online gaming

bwin.party Games AB

Sweden

IT and customer support services

bwin.party Management (Gibraltar) Limited

Gibraltar

Management and IT services

bwin.party Marketing (Gibraltar) Limited

Gibraltar

Marketing services

bwin.party Marketing (Israel) Limited

Israel

Marketing support services

bwin.party Marketing (UK) Limited

United Kingdom

Marketing support services

bwin.party services (Austria) GmbH

Austria

IT, customer support and marketing support services

Cashcade Limited

United Kingdom

Marketing services

CQR Payment Solutions GmbH

Austria

Transaction support services

CQR UK Payment Solutions Limited

United Kingdom

Transaction services

ElectraGames Limited

Gibraltar

IT services

ElectraWorks (Alderney) Limited

Channel Islands

IT services

ElectraWorks (Espana) Plc

Malta

Online gaming

ElectraWorks (France) Ltd

Malta

Online gaming

ElectraWorks Limited

Gibraltar

Online gaming

EZE International Limited

Gibraltar

Transaction services

GB Services Eood

Bulgaria

IT and customer support services

iGlobalMedia Entertainment Limited

Gibraltar

Online gaming

IVY Comptech Private Limited

India

IT and customer support services

Kaiane Services SAS

France

IT services

PartyGaming IA Limited

Bermuda

Intangible asset management

Paytech International Limited

Gibraltar

Transaction services

PB (Italia) Srl

Italy

Online gaming

PGB Limited

Gibraltar

Customer services

PKR Services Limited

Gibraltar

Transaction services

Vincento Payment Solutions Limited

United Kingdom

Transaction services

Websports Entertainment Marketing Services GmbH

Austria

Marketing support services

WIN (Gibraltar) Limited

Gibraltar

Social gaming

WIN Interactive (Israel) Limited

Israel

IT services

WIN Interactive LLC

Ukraine

IT services

Winners Apuestas S.A.

Spain

Land-based betting

WPT Enterprises Inc

US

Land-based poker events

30. Financial instruments and risk management
The Group is exposed through its operations to the following ﬁnancial risks:
• Liquidity risk
• Capital risk
• Credit risk
• Market risk
• Interest rate risk
• Currency risk
In common with all other businesses, the Group is exposed to risks that arise from its use of ﬁnancial instruments. This note describes the Group’s
objectives, policies and processes for managing these risks and the methods used to measure them. Further quantitative information in respect
of these risks is presented throughout these ﬁnancial statements.
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30. Financial instruments and risk management (continued)
There have been no substantive changes in the Group’s exposure to ﬁnancial instrument risks, its objectives, policies and processes for managing
these risks or the methods used to measure them from previous periods, unless otherwise stated in this note.
Principal financial instruments
The principal ﬁnancial instruments used by the Group, from which ﬁnancial instrument risk arises, are as follows:
• short-term investments;

Strategy

• investments;
• trade and other receivables;
• cash and cash equivalents;
• trade and other payables;

Review
of 2012

• loans and borrowings;
• client liabilities and progressive prize pools; and

The Group Treasury Committee is advised of cash balances, investments, foreign currency exposures, interest income, interest expense, amounts
due from PSPs, Client Liability Cover and counterparty exposures on a monthly basis, or more frequently if required.

Management monitors liquidity to ensure that sufﬁcient liquid resources are available to the Group. The Group’s principal ﬁnancial assets are cash,
bank deposits and trade and other receivables.
In December 2012 the Group entered into a €37m term loan as a means of managing liquidity risk. The term loan was fully drawn as at 31 December
2012 and is repayable by December 2015.

Glossary

The Group imposes a maximum debt limit of €200m (2011: €300m) that may mature in any one year to ensure that there is no signiﬁcant concentration
of reﬁnancing risk. This limit was reduced in 2012 to reﬂect greater uncertainties in regulatory markets.

Notice of Annual
General Meeting

The Group’s treasury department ensures that the Group’s cash and cash equivalents, and amounts due from payment service providers (‘PSPs’)
exceed its combined client liabilities at all times. This excess is deﬁned as the Client Liability Cover. Client liabilities principally represent customer
deposits and progressive prize pools.
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Liquidity risk
Liquidity risk arises from the Group’s management of its working capital as well as the ﬁnance charges and principal repayments on its debt
instruments. In essence, it is the risk that the Group will encounter difﬁculty in meeting its ﬁnancial obligations as they fall due.

Financial
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The overall objective of the Board is to set policies that seek to reduce risk as far as possible, without unduly affecting the Group’s competitiveness
and ﬂexibility. Further details regarding these policies are set out below:

Governance

Treasury operations are conducted within a framework of policies and guidelines reviewed and approved by the Board on an annual basis which
are recommended and subsequently monitored by the Group Treasury Committee. The Group Treasury Committee is chaired by the Group Finance
Director. These polices include benchmark exposures and hedge cover levels for key areas of treasury risk. The Group risk management policies
would also be reviewed by the Board following, for example, signiﬁcant changes to the Group’s business. Exposures are monitored and reported
to management on a monthly basis, together with required actions when tolerance limits are exceeded. The internal control procedures and risk
management processes of the treasury department are also reviewed periodically by the internal audit function. The last internal control review
was undertaken during 2011 and the procedures and processes were deemed satisfactory.

Board of
Directors

Management controls and procedures
The Board has overall responsibility for the determination of the Group’s risk management objectives and policies and, whilst retaining ultimate
responsibility for them, it has delegated the authority for designing and operating the required processes that ensure the effective implementation
of the objectives and policies to the Group’s treasury department under the auspices of the Group Treasury Committee (see below). As such, the
Group’s funding, liquidity and exposure to interest rate and foreign exchange rate risks are managed by the Group’s treasury department. The treasury
department is mandated to execute conventional forward foreign exchange contracts and swaps in order to manage these underlying risks.
No other derivatives may be executed without written authority from the Board at which point an explanation of the accounting implications would
also be given.

Responsibility &
relationships

Foreign exchange contracts are regularly used in the normal course of business but none were outstanding as at 31 December 2012 or at the prior year
end. The Group operates a sports betting business and always has open bets. As at 31 December 2012 and at the prior year end the fair market value
of open bets was not material. Other ﬁnancial derivative instruments are permitted to be used by the Group, but none were used in the period ended
31 December 2012 or in the prior year.

Markets
and risks

• foreign exchange contracts.
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30. Financial instruments and risk management (continued)
Capital risk
In common with many internet companies that have few physical assets, the Group has no policy as to the level of equity capital and reserves other
than to address statutory requirements. The primary capital risk to the Group is the level of debt relative to the Group’s net income. Accordingly, the
Group’s policy is that gross debt should not exceed €400m (2011: €500m) and that the leverage ratio of gross debt/clean EBITDA should be less than 1.5x.
The gross debt limit was reduced in 2012 to reﬂect greater uncertainties in regulatory markets. An analysis of gross debt is as follows:
As at 31 December

2012
€million

2011
€million

37.0

33.2

Clean EBITDA (€million)

164.9

155.2

Headroom (€million)

210.4

232.8

0.2

0.1

Gross debt (€million)

Ratio

Details of the Group’s dividend policy is disclosed in the Chairman’s statement and also on page 43 of this Annual report under the heading
‘Review of 2012’.
Credit risk
Operational: The Group’s operational credit risk is primarily attributable to receivables from PSPs and from customers who dispute their deposits
made after playing on the Group’s websites. Prior to accepting new PSPs and wherever practicable, credit checks are performed using a reputable
external source. Senior management monitors PSP balances on a weekly basis and promptly takes corrective action if pre-agreed limits are exceeded.
For PSPs that do not have a formal credit rating, an internal rating system is used, based on such factors as industry knowledge, their statement of
ﬁnancial position, proﬁtability, customer diversiﬁcation, geographic diversiﬁcation, long-term stability, management credibility, potential regulatory
risk and historic payment track record.
These internal ratings are monitored and reviewed on a quarterly basis. An internal rating of one is assessed as very strong whilst a rating
of ﬁve is assessed as weak.
2012
€million

2011
€million

1 (Very Strong)

39.7

42.5

2 (Strong)

22.1

12.3

3 (Good)

5.3

4.7

4 (Satisfactory)

3.4

2.7

70.5

62.2

As at 31 December

PSPs amounts due

Management consider the maximum credit exposure on amounts due from PSPs to be the carrying amount.
As at 31 December 2012 and 31 December 2011 there were no overdue amounts due from PSPs which had not been impaired, nor were there any
partially impaired amounts or any impairment expense for the period. There is an inherent concentration of risk with PSPs, which are not investment
grade banks, in that the majority derive most of their income from the online gaming sector. To this end, where practicable and economic, the Group
seeks to substitute non-investment grade PSPs with investment grade, or, at least, better quality PSPs.
Note 15 details the movement and level of provisions for PSPs.
Cash investments: As a result of the deteriorating European ﬁnancial situation, in October 2011 the Group decided to only invest cash with banks on
overnight basis with a small number of very strong German and English ﬁnancial institutions. The Group also invests cash in instant access pooled
money market funds with a minimum long-term credit rating of AAA on the principal, as deﬁned by Moody’s rating agency. The Group can also
purchase commercial paper provided the issuer is not a ﬁnancial institution and has a one-year credit default swap, as quoted by Bloomberg,
of no more than 1%.
Investments are allowed only in highly liquid securities. The Group maintains monthly operational balances with strong local banks in Israel, Bulgaria,
Austria, USA and India to meet local salaries, expenses and legal requirements. In Italy, Spain and France the Group maintains domestic segregated
player funds accounts as required by the respective regulatory authorities. Cash is also held as security in Austria, Italy and UK primarily to support
bank guarantees and as reserves for credit and debit card chargebacks. Other than this, non-central cash balances are kept to a minimum.
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30. Financial instruments and risk management (continued)

As at 31 December

AAA money market funds
Cash with banks

2011
€million

Short-term investments
2012
€million

2011
€million

0.0

84.7

0.0

0.0

169.7

165.6

31.5

39.7

0.0

38.7

0.0

0.0

169.7

289.0

31.5

39.7

Strategy

Commercial paper

2012
€million

Overview

Cash and cash equivalents

The treasury department may only make the following cash investments, without prior written authority by the Board:
• pooled money market funds;

Review
of 2012

• overnight cash deposits;
• certiﬁcates of deposit; and
• commercial paper.

Interest rate risk
The Group’s current net cash position is maintained primarily on a ﬂoating basis. In the event of a strategic change in the debt position of the Group,
the interest rate management policy would be reviewed.

The Group is exposed to interest rate movements since it holds signiﬁcant amounts of cash at ﬂoating rates as well as cash equivalents to meet client
liability obligations that are non-interest bearing. The Group is exposed to currency movements in the euro, arising out of changes in the fair value
of ﬁnancial instruments which are held in non-euro currencies. This analysis is for illustrative purposes only, as in practice, market rates rarely
change in isolation.

Glossary

The amounts generated from the sensitivity analysis are estimates of the possible impact of market risk, assuming that speciﬁed changes occur.
Actual results in the future may differ materially from these results due to other developments in ﬁnancial markets that may cause ﬂuctuations
in interest and exchange rates to vary from the hypothetical amounts disclosed in the following table, which therefore should not be considered
as a projection of likely future events and losses.

Notice of Annual
General Meeting

• a 10% strengthening or weakening in the reporting currency against all other currencies from the rates applicable at 31 December.

Share
Information

• an instantaneous increase or decrease of 1% in market interest rates (including the annualised interest income impact of variable rate
interest-bearing ﬁnancial instruments), or

Financial
statements

Sensitivity analysis to currency and interest rate risk
The Group has adopted a sensitivity analysis that measures the change to the fair value of the Group’s ﬁnancial instruments and any resultant impact
on the Group’s earnings of either:

Governance

Net investment exposures: The Group has the ﬂexibility to hold debt in currencies other than euros in order to hedge non-Euro investments up to
50% of the net investment value. In managing the mix of ongoing debt exposure the Group takes into account prevailing interest rates in particular
currencies and the potential impact on Group earnings ratios.

Board of
Directors

Currency risk
Transaction and currency liability exposures: The Group’s policy is that all material transaction and currency liability exposures are economically and
fully hedged using foreign exchange contracts and/or by holding cash in the relevant currency. Additionally, the Group has discretion to hedge some
or all of its forecast sterling operational costs in Gibraltar and the UK for up to 12 months. No other forecast cashﬂows are hedged. The Group may also
economically hedge material committed exposures such as capital expenditure unless the period between commitment and payment is short (less
than one month). Currency exposures are monitored by the Group Treasury Committee on a monthly basis. A €5m currency tolerance limit between
euros and US dollar, sterling and Canadian dollar (reduced to €3m between euro and any other currency) is permitted in order to avoid executing low
value and uneconomic foreign exchange contracts.

Responsibility &
relationships

Market risk
Market risk arises from the Group’s use of interest-bearing, tradable and foreign currency ﬁnancial instruments. It is the risk that the fair value of future
cash ﬂows on its long-term debt ﬁnance and cash investments through the use of a ﬁnancial instrument will ﬂuctuate because of changes in interest
rates, foreign exchange rates or other market factors.

Markets
and risks

The maximum exposure to credit risk is represented by the carrying amount of each ﬁnancial asset in the statement of ﬁnancial position.

bwin.party Annual report & accounts 2012

134

Notes to the consolidated financial statements
30. Financial instruments and risk management (continued)
(Decrease) increase
in fair value of ﬁnancial instruments

Impact on earnings gain (loss)

2012
€million

2011
€million

2012
€million

2011
€million

1% decrease in interest rates

0.0

0.0

(0.8)

(0.6)

1% increase in interest rates

0.0

0.0

2.0

2.9

10% weakening in the reporting currency

1.8

1.3

(1.0)

(0.2)

(1.6)

(1.2)

0.1

0.7

As at 31 December

10% strengthening in the reporting currency

Insurance
The Group purchases insurance for commercial or, where required, for legal or contractual reasons. The Group also retains certain insurable risk
where external insurance is not considered an economic means of mitigating these risks.
Total ﬁnancial assets and liabilities and effective interest rate and re-pricing analysis
In respect of income-earning ﬁnancial assets and interest-bearing ﬁnancial liabilities, the following tables indicate their effective interest rates
at the end of the reporting years and the periods in which they re-price, as well as setting out the Group’s accounting classiﬁcation of each class
of ﬁnancial assets and liabilities and their fair values at 31 December 2012 and 31 December 2011.
Of which interest-bearing
Carrying value
€million

Fair value
€million

Total
€million

Effective
interest
rate

25.8

25.8

–

–

–

–

–

0.0

0.0

–

–

–

–

–

118.7

118.7

6.0

0.78%

6.0

–

–

31.5

31.5

28.5

0.52%

28.5

–

–

Cash and cash equivalents

169.7

169.7

125.1

0.38%

125.1

–

–

Financial assets

345.7

345.7

159.6

0.42%

159.6

–

–

77.9

76.8

–

–

–

–

–

136.7

136.7

–

–

–

–

–

37.0

36.4

36.4

4.59%

0.0

6.9

29.5

251.6

249.9

36.4

4.59%

0.0

6.9

29.5

Total
€million

Effective
interest
rate

6 months
or less
€million

As at 31 December 2012

Investments
Assets held for sale
Trade and other receivables
Short-term investments

Trade and other payables
Client liabilities and progressive prize pools
Loans and borrowings
Financial liabilities at amortised cost

6 months
or less
€million

6–12 months
€million

1–5 years
€million

Of which interest-bearing
Carrying value
€million

Fair value
€million

Investments

23.1

23.1

–

–

–

–

–

Assets held for sale

23.6

23.6

–

–

–

–

–

Trade and other receivables

99.7

99.7

6.0

1.38%

6.0

–

–

Short-term investments

39.7

39.7

25.4

0.75%

25.4

–

–

Cash and cash equivalents

289.0

289.0

254.1

0.71%

254.1

–

–

Financial assets

475.1

475.1

285.5

0.72%

285.5

–

–

Trade and other payables

126.4

117.9

–

–

–

–

–

Client liabilities and progressive prize pools

156.2

156.2

–

–

–

–

–

32.9

33.2

33.2

4.34%

4.5

28.7

–

315.5

307.3

33.2

4.34%

4.5

28.7

–

As at 31 December 2011

Loans and borrowings
Financial liabilities at amortised cost

6–12 months
€million

1–5 years
€million

The fair values of borrowings and other ﬁnancial instruments are estimated at 31 December each year by discounting the future contractual cashﬂows
to the net present values using appropriate yield curves.
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31. Share-based payments

Total Shareholder Return based

5.5

Clean EBITDA/Clean EBITDA growth based

3.6

Year ended 31 December

Other
Orneon acquisition
Total charge

2011

Total
€million

Continuing
operations
€million

Discontinued
operations
€million

Total
€million

–

5.5

4.2

–

4.2

–

3.6

0.6

–

0.6

10.2

0.2

10.4

7.2

0.1

7.3

0.8

–

0.8

–

–

–

20.1

0.2

20.3

12.0

0.1

12.1
Review
of 2012

The Group has adopted and granted awards as a reward and retention incentive for employees of the Group, including the Executive Directors.
The Group has used the Black-Scholes option pricing model to value these options unless the Monte Carlo option pricing model is deemed more
appropriate. An appropriate discount has been applied to reﬂect the fact that dividends are not paid on options that have not vested or have vested
and have not been exercised.

Year ended 31 December

Number
million

2012

2011

1.4

3.4

–

–

Shares in respect of options lapsed during the year

(1.0)

(1.6)

Exercised during the year

(0.1)

(0.4)

Outstanding at end of year

0.3

1.4

Exercisable at the end of year

0.3

1.3

Shares over which options granted during the period (number)
Percentage of total issued share capital

–

n/a

n/a

2,192

2,530

Glossary

As at 31 December 2012 the liability associated with the VCP was €nil (2011: €nil).

Notice of Annual
General Meeting

Value creation plan (‘VCP’)
Participants are granted VCP points, being a right to receive shares (in the form of a nil-cost option or a conditional share award) with a value equal
to their allocated percentage of the VCP pool. The size of the VCP pool will be linked to the value created for shareholders, taking into account the
increase in share price, dividends paid and share buy-backs, over three one-year performance periods, in excess of a hurdle amount (10% annual
growth). The VCP pool will be calculated as being equal to 4% of the increase in the Company’s share price during the relevant year. After each year end
the VCP pool will be converted into awards over a speciﬁc number of shares using the market value of a share at the relevant measurement date and in
accordance with the participant’s allocated share of the VCP pool. The awards will be structured as nil-cost share options, with half of the shares under
each option vesting at the end of the third performance period and the remaining half vesting one year later. As nil-cost options, they will remain
exercisable for ten years from the date of grant.

Share
Information

As part of the Merger, the Remuneration Committee measured the TSR performance condition up to the date of the EGM and determined the number
of shares capable of vesting. Vesting will still occur on the original vesting dates subject to continued employment. No new awards are to be granted
under this plan.

Financial
statements

PSP Plan
These options were to vest subject to the achievement of a total shareholder return (‘TSR’) performance target over the three-year period commencing
on 1 January or 1 July of each year from 2007 compared to the median TSR of a comparator group. The threshold for vesting at which 25% will vest,
would have been TSR equalling the median of the comparator group, rising on a straight-line basis to 100% vesting if the Company’s TSR exceeded the
median by 10% per annum calculated over the three-year period. It is estimated that outperformance of the median by 10% per annum over that
period is performance in excess of the upper quartile.

Governance

Weighted average remaining contractual life of options outstanding upon satisfaction of performance conditions
where relevant (days)

–

Board of
Directors

Shares over which options granted during the year

Responsibility &
relationships

Outstanding at beginning of year

Number
million

Markets
and risks

Total shareholder return based
PSP Plan

Strategy

Discontinued
operations
€million

Overview

2012
Continuing
operations
€million
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31. Share-based payments (continued)
Clean EBITDA/Clean EBITDA growth-based
Executive FMV Plan
Year ended 31 December

Number
million

Number
million

2012

2011

Outstanding at beginning of year

–

1.8

Shares over which options granted during the year

–

–

Shares in respect of options lapsed during the year

–

(1.8)

Exercised during the year

–

–

Outstanding at end of year

–

–

Exercisable at the end of year

–

–

Shares over which options granted during the period (number)

–

–

n/a

n/a

–

–

Percentage of total issued share capital
Weighted average remaining contractual life of options outstanding upon satisfaction of performance conditions
where relevant (days)

Executive FMV Plan
These options vested subject to the growth in the Company’s Clean Earnings per share equalling or exceeding 15% per annum in the three-year
period from 1 January of each year from 2007. No new awards are to be granted under this plan.
Bonus Banking Plan (‘BBP’)
The BBP plan covers a three-year period with annual performance targets set at the beginning of each year. Depending on the extent to which the
performance targets have been met in any year, an amount may be credited (or debited) to the participant’s bonus account on the measurement date.
50% will be credited in the form of shares (through a nil-cost option) and 50% in cash. Shortly after each measurement date an amount equal to half
of the balance of the bonus account will be paid in cash to the participant. After the initial three years half the nil-cost option vests, with the balance
vesting in year four, together with the balance of any cash. If the performance in any year does not satisfy the performance target then a participant’s
bonus account is debited 50% of its current value.
As at 31 December 2012 the liability associated with the share-based element of the BBP was €3.8m (2011: €1.7m).
Bonus and Share Plan
Year ended 31 December

Outstanding at beginning of year
Shares over which options granted during the year

Number
million

Number
million

2012

2011

–

–

1.7

–

–

–

Exercised during the year

(0.3)

–

Outstanding at end of year

1.4

–

Exercisable at the end of year

0.3

–

1,733,629

–

0.21%

n/a

3,379

–

Shares in respect of options lapsed during the year

Shares over which options granted during the period (number)
Percentage of total issued share capital
Weighted average remaining contractual life of options outstanding upon satisfaction of performance conditions
where relevant (days)
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31. Share-based payments (continued)
Overview

Bonus and Share Plan (‘BSP’)
The BSP plan also covers a three-year period with annual performance targets set at the beginning of each year. If the targets are met the participant
will receive nil-cost share-options which vest in equal instalments over the next three years.
Other

1.7

18.9

2.7

–

10.1

–

–

Exchange

(7.0)

5.1

(14.8)

–

Shares in respect of options lapsed during the year

(1.1)

(0.5)

(0.6)

(0.2)

Exercised during the year

(1.3)

(1.5)

(0.1)

(1.1)

Outstanding at end of year

23.7

14.9

3.4

1.4

Exercisable at the end of year

21.0

3.7

3.1

0.5

–

10,127,567

–

–

n/a

1.25%

n/a

n/a

1,567

3,391

2,030

2,329

bwin.party
Rollover Plan
Number
million

GSP Plan
Number
million

FMV Plan
Number
million

Nil-Cost Plan
Number
million

4.8

Shares over which options granted during the year

Shares over which options granted during the period (number)
Percentage of total issued share capital
Weighted average remaining contractual life of options outstanding upon satisfaction
of performance conditions where relevant (days)

Year ended 31 December 2011

22.6

1.8

–

–

Shares in respect of options lapsed during the year

(1.3)

–

(3.4)

(0.5)

Exercised during the year

(0.3)

(0.1)

(0.3)

(1.6)

Outstanding at end of year

33.1

1.7

18.9

2.7

1.3

0.1

12.7

1.3

34,722,933

1,835,009

–

–

4.17%

0.22%

n/a

n/a

2,023

3,563

2,480

2,637

Exercisable at the end of year
Shares over which options granted during the period (number)
Percentage of total issued share capital
Weighted average remaining contractual life of options outstanding upon satisfaction
of performance conditions where relevant (days)

Additionally, where employees buy shares up to a maximum of £1,500 each, they may be awarded additional free shares on a matching basis, up
to a maximum of two matching shares for each purchased share. Purchased shares must be held for a minimum of three years for the matching shares
to vest.
Directors are not eligible to receive any awards under this plan.

Glossary

Global Share Plan (‘GSP’)
Awards of free shares worth up to a maximum of £25,000 (or equivalent) may be made to each eligible employee each year. The award may be subject
to performance conditions. There is ﬂexibility to grant different types of free share award including nil-cost options, conditional awards of shares
and restricted shares where the employee is the owner of the shares from the date of award.

Notice of Annual
General Meeting

bwin.party Rollover Plan
These options were granted as a result of the Merger to replace the existing bwin options at the time using the same exchange ratio as for Shares.
They are subject to the original vesting conditions and have no performance conditions. No new awards are to be granted under this plan.

Share
Information

Option exchange programme
During the year the Group offered the participants of the bwin.party Rollover Plan and the FMV Plan the option to exchange their existing options in
return for nil-cost options. The exchange was done on a like-for-like basis using the Black-Scholes valuation model. New options received as part of the
exchange are subject to the original vesting schedule.

Financial
statements

–

34.7

Governance

–

Shares over which options granted during the year

Outstanding at beginning of year

Board of
Directors

33.1

Outstanding at beginning of year

Responsibility &
relationships

Nil-Cost Plan
Number
million

Markets
and risks

FMV Plan
Number
million

Review
of 2012

GSP Plan
Number
million

Year ended 31 December 2012

Strategy

bwin.party
Rollover Plan
Number
million
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31. Share-based payments (continued)
FMV Plan
Options granted under this plan during the period generally vest in instalments over a three-year period. There are no performance conditions
attached to options issued by the Group under the terms of the FMV Plan. Directors are not eligible to receive any awards under this plan.
No new awards are to be granted under this plan.
Nil-Cost Plan
These options are not generally subject to performance conditions as this is regarded as detracting from their attraction and retention capabilities
and instead usually vest on a phased basis over a four- to ﬁve-year period. No new awards are to be granted under this plan.
Orneon acquisition
As part of the Orneon acquisition the Group granted share options to key management of the acquired entities. These options are not subject
to performance conditions but require continued employment for a period of two years from the date of acquisition.
32. Dividend
The Board is recommending a ﬁnal dividend to 1.72p per share which together with the interim dividend of 1.72p per share makes a total dividend
of 3.44p per share for the year ended 31 December 2012 (2011: 3.12p). The ﬁnal dividend, if approved at the Annual General Meeting, will be payable
to shareholders on the register of shareholder interests on 24 May 2013 (the ‘Record Date’). It is expected that dividends will be paid on 24 June 2013.
Shareholders wishing to receive dividends in euros rather than pounds sterling will need to ﬁle a currency election and return it to the Group’s
registrars on or before 31 May 2013. A separate announcement regarding the dividend payment has been issued today.
33. Share premium
On 19 July 2012 the Company cancelled its share premium account by the amount of €1,018,951,463 in order to create sufﬁcient distributable reserves
to support the Company’s distribution policy.
34. Non-controlling interests
Non-controlling interests primarily consist of a 28% holding in BES S.A.S, a company incorporated in France. The loss attributable to the non-controlling
interest was €1.0m (2011: €2.1m).
A release of €2.0m from non-controlling interest on the statement of ﬁnancial position was made following the disposal of bwin Mexico SA in the year.

Company statement of financial position

Notes

2012
€million

2011
€million

29

1,102.8

1,637.0

Non-current assets
Investment in subsidiaries
Investments

–

1,107.3

1,637.0
114.2

Current assets

107.8

17

0.3

25.5

108.1

139.7

1,215.4

1,776.7

(137.4)

(59.3)

(137.4)

(59.3)

–

–

(137.4)

(59.3)

1,078.0

1,717.4

Total assets
Current liabilities
Trade and other payables

18

Non-current liabilities
Trade and other payables

18

Markets
and risks

15

Cash and cash equivalents

Review
of 2012

Trade and other receivables

Strategy

4.5

Overview

Year ended 31 December
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–
Total net assets
Equity
Share capital

24

Share premium account

0.1

0.2

0.6

1,018.4
(7.1)

1,087.2

705.9

Equity attributable to equity holders of the parent

1,078.0

1,717.4

24

Board of
Directors

(9.9)

Retained earnings

Own shares

Responsibility &
relationships

Total liabilities

Governance
Financial
statements
Share
Information
Notice of Annual
General Meeting
Glossary
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Company statement of changes in equity

Year ended 31 December 2012

Share capital
Share premium account

Acquisition of
subsidiaries
As at
and
1 January
businesses
€million
€million

Other
issue of
shares
€million

Dividends
paid
€million

Purchase
of shares
€million

Total
comprehensive
expense for the
period
€million

Transfer of
reserves
€million

Other
share-based
payments
€million

As at
31 December
€million

0.2

–

–

–

(0.1)

–

–

–

0.1

1,018.4

–

1.1

–

–

–

(1,018.9)

–

0.6

(7.1)

–

4.8

–

(7.6)

–

–

–

(9.9)

705.9

–

–

(33.0)

(48.7)

(576.2)

1,018.9

20.3

1,087.2

Capital reserve

–

–

–

–

–

–

–

–

–

Currency reserve

–

–

–

–

–

–

–

–

–

1,717.4

–

5.9

(33.0)

(56.4)

(576.2)

–

20.3

1,078.0

As at
1 January
€million

Acquisition of
subsidiaries
and
businesses
€million

Other
issue of
shares
€million

Dividends
paid
€million

Purchase
of shares
€million

Total
comprehensive
expense for the
period
€million

Transfer of
reserves
€million

Other
share-based
payments
€million

As at
31 December
€million

Own shares
Retained earnings

Total equity

Year ended 31 December 2011

Share capital
Share premium account

0.1

0.1

–

–

–

–

–

–

0.2

49.5

967.9

1.0

–

–

–

–

–

1,018.4

(2.8)

–

–

–

(4.3)

–

–

–

(7.1)

Retained earnings

155.8

62.1

–

(15.0)

(23.2)

(318.3)

832.4

12.1

705.9

Capital reserve

829.9

–

–

–

–

–

(829.9)

–

–

2.5

–

–

–

–

–

(2.5)

–

–

1,035.0

1,030.1

1.0

(15.0)

(27.5)

(318.3)

–

12.1

1,717.4

Own shares

Currency reserve
Total equity

Company statement of cashflows

Loss for the year

2012
€million

2011
€million

(576.2)

(318.3)

551.2

391.7

Adjustments for:
Impairment of investments in subsidiaries

2.7

–

Increase in reserves due to share-based payments

3.1

2.1

–

(100.0)

Dividend income
Net interest expense (income)
Operating cashﬂows before movements in working capital and provisions

0.2

0.6

(19.0)

(23.9)
66.5

78.1

(20.4)

Net cash inﬂow from operating activities

65.5

22.2

Purchase of investments

(7.2)

–

Net cash used in investing activities

(7.2)

–

Review
of 2012

6.4

Decrease in trade and other payables

Decrease in trade and other receivables

Strategy

Impairment of investments

Overview

Year ended 31 December
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Investing activities
Markets
and risks

Financing activities

5.9

1.0

Purchase of own shares

(56.4)

(27.5)

Dividends paid

(33.0)

(15.0)

Net cash generated by ﬁnancing activities

(83.5)

(41.5)

Net increase in cash and cash equivalents

(25.2)

(19.3)

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

–

–

25.5

44.8

0.3

25.5

Board of
Directors

Exchange differences

Responsibility &
relationships

Issue of ordinary shares

Governance
Financial
statements
Share
Information
Notice of Annual
General Meeting
Glossary
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Share information
Depositary interests
bwin.party has entered into depositary interest arrangements to enable investors to settle and pay for interests in the Company’s shares through
the CREST system. CREST is a paperless settlement system allowing securities to be transferred from one person’s CREST account to another without
the need to use share certiﬁcates or written instruments of transfer. Securities issued by non-UK companies, such as bwin.party, cannot be held or
transferred in the CREST system. Under arrangements put in place by the Company, a depositary holds the shares and has issued dematerialised
depositary interests representing the underlying shares which are held on trust for the holders of the depositary interests.
Capita IRG Trustees Limited (the ‘Depositary’), is part of the same group of companies as bwin.party’s registrars, Capita Registrars (Jersey) Limited (the
‘Registrar’), and has issued the dematerialised depositary interests. The depositary interests are independent securities constituted under English law
which may be held and transferred through the CREST system.
The depositary interests have been created pursuant to and issued on the terms of a deed poll executed by the Depositary in favour of the holders
of the depositary interests from time to time (the ‘Deed Poll’).
As at 31 December 2012, 695,149,755 shares were held by the Depositary in respect of a total 695,149,755 depositary interests. There were 961
depositary interest holders on the depositary interest register as at that date.
Each depositary interest is treated as one share. The Depositary will pass on to holders of depositary interests any stock or cash beneﬁts received
by it as the holder of shares on trust. Depositary interest holders will also be able to receive notices of shareholder meetings and other documents
issued by bwin.party to shareholders.
The Depositary must pass on to depositary interest holders and, so far as they are reasonably able, exercise on behalf of depositary interest holders all
rights and entitlements received, or to which they are entitled in respect of the underlying shares which are capable of being passed on or exercised.
Rights and entitlements to cash distributions, to information, to make choices and elections and to call for, attend and vote at meetings shall, subject
to the Deed Poll, be passed on in the form in which they are received together with amendments and additional documentation necessary to effect
such passing-on, or, as the case may be, exercised in accordance with the Deed Poll. The depositary interests have the same ISIN and SEDOL numbers
as the underlying shares and do not have a separate listing on the Ofﬁcial List.
Registrar

UK Transfer Agents

Depositary

Capita Registrars (Jersey) Limited
12 Castle Street
St. Helier
Jersey JE2 3RT
Channel Islands

Capita Registrars
The Registry
34 Beckenham Road
Beckenham
Kent BR3 4TU
United Kingdom

Capita IRG Trustees Limited
The Registry
34 Beckenham Road
Beckenham
Kent BR3 4TU
United Kingdom

Email: ssd@capitaregistrars.com
Telephone: +44 (0)1534 847000
Fax: +44 (0)1534 847001

Website: www.capitaregistrars.com
Email: ssd@capitaregistrars.com
Telephone: 0871 664 0300* (from UK)
+ 44 (0)208 639 3399 (from overseas)
Fax: + 44 (0)208 639 2342

Email: ssd@capitaregistrars.com
Telephone: 0871 664 0300* (from UK)
+ 44 (0)208 639 3399 (from overseas)
Fax: + 44 (0)208 639 2342

* Calls cost 10p per minute plus network extras

Dividends
Following the announcement on 31 August 2012 in respect of the Company’s distribution policy and the disclosure in the Company’s half-year results,
the Board declared an interim dividend for the period ended 30 June 2012 of 1.72 pence per share which was distributed to shareholders on 9 October
2012. The Company intends paying a ﬁnal dividend of 1.72 pence per share, subject to shareholder approval at the AGM on 19 June 2013. This ﬁnal
dividend will be paid to shareholders and depositary interest holders on 24 June 2013. The record date for the ﬁnal dividend is 24 May 2013 and the
shares start trading ex-dividend on 22 May 2013.
In order to assist shareholders and depositary interest holders, the cash dividend may be paid either in pound sterling or euros and should you wish to
receive the dividend, and all future dividends, in euros you can elect to do so by following the instructions below. Dividends paid in euros will be paid at
the euro to pound sterling exchange rate prevailing shortly prior to payment, subject to receipt of a currency election card or electronic notiﬁcation via
CREST. If you make no election you will continue to receive your dividend in pound sterling.
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Account I.D. – If you have more than one member account, you must indicate the member account I.D. to which the election relates: the
relevant account must be enabled (a) at the time your Dividend Election Input Message is entered into CREST, and (b) on the relevant dividend
payment date:

(iii)

ISIN – This is GI000A0MV757

(iv)

Evergreen – This ﬁeld must be entered with its ﬂag set to ‘yes’. This requests the Company to apply your election to the current dividend and to
all future dividends in respect of your entire depositary interest holding in CREST at each relevant record date until (a) you delete your Dividend
Election Input Message and that deletion is accepted in accordance with the CREST procedures on behalf of the Company, (b) you transfer your
depositary interest holding in CREST, or (c) the facility is withdrawn by the Directors;
Corporate Action Number – This is not to be input;

(vi)

Distribution type – You must enter ‘currency’ here;

(vii)

Currency code – This is GBP;

(viii)

Number of shares – This ﬁeld should be left blank. If this ﬁeld is completed, the message will be rejected;

(ix)

Contact details – this ﬁeld is optional, although you are asked to include details of whom to contact in the event of a query relating to
your election.

If you have any problems making an election through CREST then ﬁle a bwin.party currency election card and send it back to Capita Registrars,
to be received no later than 31 May 2013.

Share
Information

Any attempts to send a new Dividend Election Input Message, where an existing Dividend Election Message is present and has not been deleted,
will be rejected.
Dividend payments will be paid electronically into CREST accounts where possible. Otherwise where not paid electronically into CREST they
will be paid by cheque, if dividend payments are being paid in pound sterling the enclosed bank mandate form will need to be completed.

Financial
statements

There is no facility to amend an election which has been made by Dividend Election Input Message. If you wish to change your election details,
you must ﬁrst delete the existing election as described above and then input a Dividend Election Input Message with the required new details.

Governance

You may only revoke an election which has been made by Dividend Election Input Message by utilising the CREST procedures for deletions described
in the CREST manual. The deletion will be valid in relation to the then current dividend only if the deletion is accepted, in accordance with the CREST
procedures, by or on behalf of the Company prior to close of business on the euro election deadline (31 May 2013 for the ﬁnal dividend payable on
24 June 2013). With respect to subsequent dividend payments, the valid revocation must be received by the record date for the relevant dividend
payment. It is recommended that you input any deletion message 48 hours in advance of this deadline (31 May 2013) to give the Company or its
agent sufﬁcient time to accept the deletion.

Board of
Directors

A valid election made by means of Dividend Election Input Message will, to the extent it relates to shares held in depositary interests at the relevant
record date, supersede all previous written elections made in respect of holdings in the same member account.

Responsibility &
relationships

(v)

Markets
and risks

Dividend Election Reference – you must indicate here a reference for the dividend election which is unique to your CREST participant I.D.;

(ii)

Review
of 2012

(i)

Strategy

The CREST procedures require the use of the Dividend Election Input Message in accordance with the CREST manual. The message includes the
following ﬁelds which, for a valid election to be made, must be correctly input as indicated below by close of business on the euro election deadline:

Overview

(i) Procedure for depositary interest holders
If you hold your shares in depositary interest form in CREST and will continue to do so at 5.00 p.m. on the dividend record date and whether or not you
have validly elected to receive your dividends in CREST, you may elect to receive your dividend in euro by means of the CREST procedures to effect such
an election referred to below. If you are a CREST Personal Member, or other CREST Sponsored Member, you should consult your CREST sponsor, who will
be able to take the appropriate action on your behalf.

These documents are also posted on bwin.party’s corporate website, www.bwinparty.com.
Notice of Annual
General Meeting
Glossary
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Share information
(ii) Procedure for registered shareholders
Shareholders wishing to make a euro election should complete and submit a currency election card to the Registrar no later than 31 May 2013.
(iii) General notes
Shareholders or depositary interest holders who submit their currency elections after the deadline (31 May 2013) for submission will receive their
dividends in pound sterling.
Incorrectly completed currency election cards will be rejected.
Elections may not be split in respect of one share or depositary interest holding and elections are enduring for future dividends unless a subsequent
election is submitted to the Registrar or Depositary.
Depositary interest holders who hold their depositary interests through CREST will receive their dividend payments through CREST irrespective
of whether they elect to have the dividend paid in euro.
Shareholders receiving the dividend in pound sterling are advised to complete a BACS instruction so that their dividend can be paid electronically
directly into their bank account. For the ﬁnal dividend payable on 24 June 2013 a BACS instruction form should be submitted to the registrar no later
than 28 May 2013. If a BACS instruction is not validly submitted then dividends will be paid by cheque.
(iv) Final Dividend calendar
Final Dividend

Ex-dividend date

22 May 2013

Record date

24 May 2013

Euro election deadline

31 May 2013
4 June 2013

£/€ foreign exchange

24 June 2013

Payable

Annual General Meeting
Date and time: Wednesday, 19 June 2013 at 11.00 a.m. (Central European Time).
Venue: The Caleta Hotel, Catalan Bay, Gibraltar.
The Notice of AGM is contained within the Annual Report, setting out the resolutions to be considered at the meeting.
Corporate calendar

31 December 2012

Year-end

15 March 2013

Announcement of 2012 annual results

21 May 2013

Annual Report posted/available on the www.bwinparty.com website

16 June 2013

Deadline for submitting AGM forms of direction or submitting voting instructions
via CREST (Depositary interest holders only)

17 June 2013

Deadline for submitting AGM proxy forms (shareholders only)

19 June 2013

Annual General Meeting

30 June 2013

Half year-end

31 December 2013

Year-end
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Company announcements
Copies of announcements made by the Company are available on the Company’s website, www.bwinparty.com.
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No UK stamp duty or stamp duty reserve tax is expected to be payable on an agreement to transfer bwin.party depositary interests within CREST
provided that relevant conditions are met including in particular that (a) no register of shares is kept in the UK by or on behalf of the Company; and
(b) the central management and control of the Company is not exercised in the UK. It is intended that these conditions will be met. It is not expected
that an instrument subject to UK stamp duty or stamp duty reserve tax would be created in respect of such a transfer.

Governance

Provided that bwin.party’s shares are not registered in any register kept in the UK by or on behalf of the Company, an agreement to transfer the shares
would not be expected to be subject to UK stamp duty or stamp duty reserve tax. The bwin.party share register is not kept in the UK and it is not
intended that any such register will be kept in the UK. A transfer on sale of bwin.party shares would not be expected to be subject to UK stamp duty or
stamp duty reserve tax provided that the instrument of transfer is not executed in the UK and does not relate to any property situated or to any matter
or thing to be done in the UK.

Board of
Directors

(ii) Stamp duty
No stamp duty is chargeable in Gibraltar on the transfer of shares and there is no stamp duty reserve tax in Gibraltar.

Responsibility &
relationships

(i) Taxation of capital gains
There is no capital gains tax in Gibraltar on a disposal of shares, but shareholders may be liable to pay tax in the country of their nationality or the
country where they live.

Markets
and risks

Taxation
The following statements are intended to apply only as a general guide to current tax law for an individual shareholder who holds shares as an
investment and who is the beneﬁcial owner of the shares. Shareholders should consult their own tax advisers in connection with their potential
liability to pay tax in the country of their nationality or the country where they live on disposal, gift or bequest of their shares or on the receipt
of dividends.

Review
of 2012

If you are currently receiving hard copies of bwin.party’s documents through the post and would like to be kinder to the environment and help
reduce bwin.party’s costs, you are encouraged to register to receive Company documents via the Company’s website. You can do this by going to the
registrar’s website, www.bwinparty.com and registering for electronic communications. You will be notiﬁed that Company documents are on the
corporate website by written notiﬁcation which will be mailed to you unless when registering to receive documents electronically you request to be
notiﬁed by email rather than post.

Strategy

bwin.party’s articles of association allow the Company to provide all shareholder and depositary interest holder documents via its website, except
where shareholders and depositary interest holders have requested to receive a hard copy of such documents. This allows bwin.party to limit the
environmental impact of our business and to manage our costs more effectively.

Overview

Receiving Company documents electronically
All shareholder documents can be found on the Company’s website, www.bwinparty.com, together with previous announcements to the London
Stock Exchange, share price information and general information about bwin.party and its business.

Share
Information
Notice of Annual
General Meeting
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Notice of 2013
Annual General Meeting
Notice is hereby given that the 2013 Annual General Meeting of bwin.party digital entertainment plc (the ‘Company’) will be held at The Caleta Hotel,
Catalan Bay, Gibraltar on Wednesday, 19 June 2013 at 11.00 a.m., to consider the following business (with the exception of Resolutions 19 and 20 which
are special resolutions, all resolutions are proposed as ordinary resolutions, and all resolutions will be decided on a poll):
1. To receive the Company’s annual report and accounts together with the reports of the Directors and auditor for the year ended 31 December 2012.
2. To approve the Directors’ remuneration report for the year ended 31 December 2012.
3. To re-appoint BDO LLP and BDO Limited as auditors of the Company with BDO Limited acting as auditor for the purposes of section 10
of the Gibraltar Companies (Accounts) Act 1999.
4. To authorise the Directors to set the auditors’ remuneration.
5. To declare a ﬁnal dividend of 1.72 pence per ordinary share payable on 24 June 2013 to those shareholders on the register of members
on 24 May 2013.
6. To re-appoint Per Afrell as a Director of the Company.
7. To re-appoint Geoff Baldwin as a Director of the Company.
8. To re-appoint Manfred Bodner as a Director of the Company.
9. To re-appoint Tim Bristow as a Director of the Company.
10. To appoint Sylvia Coleman as a Director of the Company.
11. To re-appoint Simon Duffy as a Director of the Company.
12. To re-appoint Helmut Kern as a Director of the Company.
13. To re-appoint Lewis Moonie as a Director of the Company.
14. To re-appoint Rod Perry as a Director of the Company.
15. To re-appoint Georg Riedl as a Director of the Company.
16. To re-appoint Norbert Teufelberger as a Director of the Company.
17. To re-appoint Martin Weigold as a Director of the Company.
18. That in place of any existing authority;
(i)

the Board of Directors be and it is hereby generally and unconditionally authorised for the purposes of section 66 of the Companies Act 1930
(as amended) to exercise all the powers of the Company to allot Relevant Securities (as deﬁned in article 6 of the Company’s Articles
of Association (the ‘Articles’)) up to an aggregate nominal amount of £40,734 and further,

(ii)

the Board of Directors be and it is hereby generally and unconditionally authorised for the purposes of section 66 of the Companies Act 1930
(as amended) to exercise all powers of the Company to allot Relevant Securities comprising Equity Securities ( as deﬁned by article 20 of the
Articles) up to a nominal amount of £81,468 (including within such limit any Relevant Securities allotted under sub-paragraph (i) above) in
connection with an offer by way of a rights issue:

(A)

to ordinary shareholders in proportion (as nearly as practicable) to their existing holdings; and

(B)

to people who are holders of other Equity Securities if this is required by the rights of those securities or, if the Board of Directors considers it
necessary, as permitted by the rights of those securities,

and so that the Board may impose any limits or restrictions and make any arrangements which it considers necessary or appropriate to deal with
fractional entitlements, record dates, legal, regulatory or practical problems in, or under the laws of, any territory or any other matter, provided that
these authorities shall expire at the end of the Company’s Annual General Meeting in the year 2014 or, if earlier, at close of business on 19 September
2014, save that the Company may before such expiry make an offer or enter into an agreement which would or might require Relevant Securities to
be allotted after such expiry and the Board of Directors may allot Relevant Securities in pursuance of such an offer or agreement as if the authorities
conferred hereby had not expired.
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(i)

To the allotment of Equity Securities in connection with an offer of Equity Securities (but in the case of the authority granted under
Resolution 18(ii) by way of a rights issue only):
to ordinary shareholders in proportion (as nearly as practicable ) to their existing holdings; and

(B)

to people who are holders of other Equity Securities if this is required by the rights of those securities or, if the Board of Directors considers
it necessary, as permitted by the rights of those securities,

In the case of the authority granted under Resolution 18(i), to the allotment (otherwise than under sub-paragraph (i) above) of Equity
Securities up to an aggregate nominal value of £6,110,

(i)

The maximum number of shares hereby authorised to be acquired is 81,469,580;
The minimum price that may be paid for any share is £0.00015, being the nominal value of a Share;

(iii)

The maximum price that may be paid for any share is an amount equal to 105% of the average of the middle market quotations for a share
as derived from the Ofﬁcial List for the ﬁve business days immediately preceding the day on which the share is contracted to be purchased;
and

(iv)

The authority hereby conferred shall expire on the date of the Annual General Meeting of the Company in the year 2014 or, if earlier,
at close of business on 19 September 2014; but a contract for purchase may be made before such expiry, that will or may be completed
wholly or partly thereafter, and a purchase of shares may be made in pursuance of any such contract.

30 April 2013

Financial
statements

Robert Hoskin
Company Secretary
bwin.party digital entertainment plc
Suite 6, Atlantic Suites
Europort Avenue
Gibraltar

Governance

By order of the Board of Directors

Board of
Directors

(ii)

Responsibility &
relationships

20. That the Company be generally and unconditionally authorised to make market purchases within the meaning of section 79 of the Gibraltar
Companies Act 1930 (as amended) of ordinary shares of £0.00015 each of the Company provided that:

Markets
and risks

and shall expire at the end of the Company’s Annual General Meeting in 2014 or, if earlier, at close of business on 19 September 2014, save that
the Company may before such an expiry make an offer or enter into an agreement which would or might require Equity Securities to be allotted after
such expiry and the Board of Directors may allot Equity Securities in pursuance of such an offer or agreement as if the power conferred hereby had
not expired.

Review
of 2012

and so that the Board may impose any limits or restrictions and make any arrangements which it considers necessary or appropriate to deal with
fractional entitlements, record dates, legal, regulatory or practical problems in, or under the laws of, any territory or any other matter; and

Strategy

(A)

(ii)

Overview

19. That subject to the passing of the previous resolution and in place of the existing authority, the Board of Directors be and it is hereby empowered
pursuant to Articles 22 to 25 of the Articles to allot Equity Securities (as deﬁned by Article 20 of the Articles) for cash pursuant to the authority
conferred by the previous resolution as though Articles 14 to 21 of the Articles did not apply to any such allotment provided that this power shall
be limited:

Share
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Notice of 2013
Annual General Meeting
Notes:
1. General
The Notice of AGM is an important document. If there is anything you do not understand then you should consult with the appropriate professional
adviser. If you have any questions regarding how to attend and/or vote at the AGM then please contact Capita Registrars. Capita provides registrar, UK
transfer agent services and depositary services to the Company. Capita’s contact information appears below:
Registrar
Capita Registrars (Jersey) Limited
12 Castle Street
St. Helier
Jersey JE2 3RT
Channel Islands

UK Transfer Agent
Capita Registrars
The Registry
34 Beckenham Road
Beckenham
Kent BR3 4TU
United Kingdom

Depositary
Capita IRG Trustees Limited
The Registry
34 Beckenham Road
Beckenham
Kent BR3 4TU

Email: ssd@capitaregistrars.com
Telephone: +44 (0)1534 847000
Fax: +44 (0)1534 847001

Website: www.capitaregistrars.com
Email: ssd@capitaregistrars.com
Telephone: 0871 664 0300* (from UK)
+44 (0)208 639 3399 (from outside UK)
Fax: +44 (0)208 639 2342

Email: ssd@capitaregistrars.com
Telephone: 0871 664 0300* (from UK)
+44 (0)208 639 3399 (from outside UK)
Fax: +44 (0)208 639 2342

*Calls cost 10p per minute plus network extras.

If you have recently sold all of your bwin.party shares and/or depositary interests then please send this document and the enclosed forms
to the person who sold the shares/depositary interests for you. They can then send them to the new owner of the shares/depositary Interests.
References to times in the AGM notice are to the time in Gibraltar (Central European Time), which is one hour ahead of British Summer Time (‘BST’).
The business of the meeting is set out in the Notice of AGM and a summary of and rationale for each resolution is set out on pages 92 and 93. A summary
of the biographies of the Directors recommended for re-appointment are set out on pages 66 and 67.
2. Right of attendance
2.1 Shareholders
To have the right to come and vote at the AGM, you must be a shareholder of bwin.party digital entertainment plc, holding shares entered
on the Company’s register of members by 6.00 p.m. (5.00 p.m. BST) on 17 June 2013.
2.2 Depositary interest holders
To have the right to come and vote at the AGM, you must be entered on bwin.party digital entertainment plc’s register of depositary interests
by 6.00 p.m. (5.00 p.m. BST) on 17 June 2013 and bring to the AGM a letter of corporate representation validly executed on behalf of the Depositary
(the letter of corporate representation can be obtained from the Depositary).
3. Voting
3.1 Shareholders
Shareholders may attend the AGM in person and vote on a show of hands or on a poll. A shareholder entitled to attend and vote at the AGM may also
appoint a proxy to attend and, on a poll, vote in his/her place. A proxy need not be a shareholder. A proxy may demand or join in demanding a poll
and has the right to speak at the meeting.
A proxy form may be submitted in hard copy form by post or courier or electronically via the www.bwinparty-registrar.com website.
Hard copy proxy forms must be completed by or on behalf of the Shareholder. If the Shareholder is a corporation then the proxy form must be executed
by a duly authorised person or under its common seal or in a manner authorised by its constitution. A proxy form is enclosed with this Notice of AGM.
To be valid, completed proxy forms must be returned to Capita Registrars, PXS, 34 Beckenham Road, Beckenham, Kent BR3 4TU to be received no later
than 11.00 a.m. (10.00 a.m. BST) on 17 June 2013.
Shareholders wishing to submit proxy forms electronically should visit the www.bwinparty-registrar.com website and select the Annual General
Meeting tab on the left hand side of the page. To be valid, electronic proxy instructions must be received by the registrar no later than 11.00 a.m.
(10.00 a.m. BST) on 17 June 2013.
A corporation which is a shareholder may, by resolution of its directors (or other relevant governing body), authorise a person or persons to act as
its representative or representatives at the AGM. The representative or representatives should produce to the registrar and/or bwin.party’s Company
Secretary a certiﬁed copy of the resolution of authorisation when attending the AGM.
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3.2 Depositary interest holders

4. bwin.party employees

• Memorandum and Articles of Association;
• Executive Directors’ Service Agreements;

Share
Information

Copies of the following documents are available for inspection during normal business hours at the Company’s registered ofﬁce at Suite 6, Atlantic
Suites Europort, Gibraltar. These documents will also be available for inspection at the The Caleta Hotel, Catalan Bay, Gibraltar on the day of the
meeting from 10.30 a.m. until the conclusion of the AGM:
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5. Documents for inspection

Governance

bwin.party employees who have exercised their bwin.party share awards and have retained all/some of the resultant Shares and hold these Shares
through the bwin.party nominee account service, Capita IRG Trustees (Nominees) Limited and wish to attend the AGM, should request Capita IRG
Trustees (Nominees) Limited to appoint them as a corporate representative. This is done by completing the nominee account instruction form enclosed
with this AGM notice. Irrespective of whether an eligible employee wishes to attend the AGM or not, they are recommended to complete the nominee
account instruction form and send it to Capita Registrars, PXS, 34 Beckenham Road, Beckenham, Kent BR3 4TU, United Kingdom, to be received no later
than 11.00 a.m. (10.00 a.m. BST) on 16 June 2013.

Board of
Directors

(iii) Depositary interest holders who cannot give voting instructions via CREST can also submit a form of direction electronically by visiting
www.bwinparty-registrar.com website and selecting the Annual General Meeting tab on the left hand side of the page. To be valid, the
electronic form of direction must be received by the Depositary no later than 11.00 a.m. (10.00 a.m. BST) on 16 June 2013.

Responsibility &
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(ii) Depositary interest holders who cannot give voting instructions via CREST should complete the enclosed form of direction and submit it to the
depositary. If the depositary interest holder is a corporation then the form of direction must be executed by a duly authorised person or under
its common seal or in a manner authorised by its constitution. To be valid, forms of direction must be received by the depositary no later than
11.00 a.m. (10.00 a.m. BST) on 16 June 2013.

Markets
and risks

CREST members and, where applicable, their CREST sponsors or voting service providers, should note that CRESTCo does not make available special
procedures in CREST for any particular messages. Normal system timings and limitations will therefore apply in relation to the input of CREST proxy
instructions. It is the responsibility of the CREST member concerned to take (or to procure that his or her CREST sponsor or voting service provider
takes) such action as shall be necessary to ensure that a message is transmitted by means of the CREST system by any particular time. Please refer
to the CREST Manual for further guidance.

Review
of 2012

In order for an instruction made by CREST to be valid, the appropriate CREST message (‘a CREST proxy instruction’) must be properly authenticated
in accordance with CRESTCo’s requirements and must contain information required for such instructions, as described in the CREST Manual. The
message, in order to be valid, must be transmitted so as to be received by the depositary’s agent, ID RA10 by 11.00 a.m. (10.00 a.m. BST) on 16 June
2013. The time of receipt will be taken to be the time (as determined by the timestamp applied to the message by the CREST applications host) from
which the depositary’s agent is able to retrieve the message by enquiry to CREST in the manner prescribed by CREST. The depositary may treat as
invalid a CREST voting instruction in the circumstances set out in Regulation 35(5) (a) of the Uncertiﬁcated Securities Regulations 2001.

Strategy

(i) Depositary interest holders who are CREST members may give such an instruction utilising the CREST electronic voting service in accordance with
the procedures described in the CREST Manual. CREST personal depositary interest holders or other CREST sponsored members, and those CREST
members who have appointed a voting service provider, should refer to their CREST sponsor or voting service provider, who will be able to take the
appropriate action on their behalf.

Overview

Depositary interest holders may attend in person and vote on a show of hands or on a poll if the depositary has appointed them a corporate
representative (see section 2.2 above). Depositary interest holders not wishing to attend the AGM but wishing to vote in respect of the resolutions
to be considered at the AGM can do so by instructing the depositary. This may be done in one of two ways:

• Non-Executive Directors’ Letters of Appointment;
• Register of Members; and
• Register of Depositary Interest Holders.

Notice of Annual
General Meeting

• The Company’s signed Annual Report for the year ended 31 December 2012;

Glossary
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Glossary
‘Active player days’

aggregate number of days in the given period in which active players have contributed to rake and/ or placed
a wager. This can be calculated by multiplying average active players by the number of days in the period

‘active player’ or ‘active real money’

in relation to the Group’s products, a player who has contributed to rake and/or placed a wager

‘Annual Report’

the Company’s ﬁnancial statements and accompanying reports for the year ended 31 December 2012

‘average active players’ or
‘Daily average players’

the daily average number of players who contributed to rake and/or placed a wager in the given period.
This can be calculated by dividing active player days in the given period, by the number of days in that period

‘B2B’

business-to-business

‘B2C’

business-to-consumer

‘Board’ or ‘Directors’

the Directors listed on the Company’s website, www.bwinparty.com

‘bwin’

bwin Interactive Entertainment AG, its subsidiaries and its associated companies

‘bwin.party’

bwin.party digital entertainment plc, the name of the Group formed by the Merger of PartyGaming Plc and
bwin Interactive Entertainment AG

‘bwin.party Shares’

the Company’s existing Shares and the new shares issued to the bwin shareholders in conjunction with the
completion of the merger

‘Cashcade’

Cashcade Limited and its subsidiaries

‘Clean EBITDA and ‘Clean EPS’

EBITDA/EPS before the provision for costs associated with the Group’s Non-Prosecution Agreement,
reorganisation expenses, merger and acquisition costs, share-based payments, exchange differences,
retroactive tax charges, loss on disposal of assets held for sale and amortisation and impairments
on acquisitions

‘Company’ or ‘PartyGaming’
or ‘bwin.party’

PartyGaming Plc prior to completion of the Merger and bwin.party digital entertainment plc (‘bwin. party’)
after the merger

‘Discontinued operations’

Ongame’s B2B business as well as operations located physically outside of the US but which relate to
customers in the US and were terminated following the enactment of the UIGEA on 13 October 2006

‘EBITDA’

earnings before interest, tax, depreciation and amortisation

‘Employee Trust’

the bwin.party Shares Trust, a discretionary share ownership trust established by the Company in which
the potential beneﬁciaries include all of the current and former employees and self-employed consultants
of the Group

‘Foxy Bingo’

www.foxybingo.com, one of Europe’s largest active bingo sites that was acquired as part of the purchase
of Cashcade

‘FTSE4good Index Series’

a benchmark of tradeable indices for responsible investors. The index is derived from the globally recognised
FTSE Global Equity Index Series

‘Gioco Digitale’

www.giocodigitale.it, one of the Group’s principal bingo websites

‘gross win margin’

gross win as a percentage of the amount wagered

‘gross win’

customer stakes less customer winning

‘Group’ or ‘bwin.party Group’

the Company and its consolidated subsidiaries and subsidiary undertakings

‘IAS’

International Accounting Standards

‘IASB’

International Accounting Standards Board

‘IFRS’

International Financial Reporting Standards

‘InterTrader’

our ﬁnancial markets service, formerly known as PartyMarkets.com

‘KPIs’

Key Performance Indicators such as active player days and yield per active player day

‘Merger’

the merger of bwin Interactive Entertainment AG and PartyGaming Plc that was completed on 31 March
2011, accounted for under IFRS 3 as an acquisition of bwin

‘new player sign-ups’

new players who register on the Group’s real money sites

‘NPA’

the Non-Prosecution Agreement entered into by the Group and the US Attorney’s Ofﬁce for the Southern
District of New York (the ‘USAO’) on 6 April 2009. Under the terms of the agreement, the USAO will not
prosecute the Group for providing internet gambling services to customers in the US prior to the enactment
of the UIGEA
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www.partycasino.com, the Group’s principal casino website
www.partypoker.com, the Group’s principal poker website

‘player’ or ‘unique active player’

customers who placed a wager or generated rake in the period

‘rake’

the money charged by the Group for each qualifying poker hand played on its websites in accordance with
the prevailing and applicable rake structure

‘real money sign-ups’ or ‘sign-ups’

new players who have registered and deposited funds into an account with ‘real money’ gambling where
money is wagered, as opposed to play money where no money is wagered

Regulatory Process Agreement

the Regulatory Process Agreement dated 29 July 2010, as amended, the primary purpose of which
is to facilitate the exploitation of certain newly by licensed business opportunities for bwin.party
placing bets on sporting events

‘UIGEA’

the Unlawful Internet Gambling Enforcement Act that was enacted in the US on 13 October 2006
a bet on a game or sporting event

‘WIN’

the Group’s Social Gaming business unit established in May 2012

‘WPT’

the business and substantially all of the assets of The World Poker Tour acquired by the Group
on 9 November 2009

‘yield per active player day’

net revenue in the period divided by the number of active player days in that period
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