THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt about the contents of this
document or as to what action you should take, you are recommended to seek your own financial advice immediately from your stockbroker,
bank manager, solicitor, accountant, fund manager or other appropriate independent financial adviser duly authorised under the Financial
Services and Markets Act 2000 (as amended) (“FSMA”) if you are resident in the United Kingdom, or, if not, from another appropriately
authorised independent financial adviser.
This document, which comprises a prospectus for the purposes of Article 3 of the European Union Directive 2003/71/EC (as amended) (the “Prospectus
Directive”), is being sent to the shareholders of both GVC Holdings PLC (“GVC” or “Company”) and bwin.party digital entertainment plc
(“bwin.party”). If you have sold or otherwise transferred all of your GVC Shares or bwin.party Shares you should send this document and, if relevant,
the enclosed Form of Proxy (and reply-paid envelope) at once to the purchaser or transferee or to the bank, stockbroker or other agent through whom
the sale or transfer was effected for delivery to the purchaser or transferee. If you have sold or transferred any part of your registered holding of GVC
Shares or bwin.party Shares, please contact your bank, stockbroker or other agent through whom the sale or transfer was effected immediately. The
distribution of this document and the accompanying documents in or into jurisdictions other than the UK, including in or into the United States or any
Restricted Jurisdictions, may be restricted by law and may constitute a violation of local securities laws. Please refer to the section entitled “Important
Information” on pages 60 to 65 of this document if you propose to send this document and the accompanying documents into jurisdictions other than
the United Kingdom. Persons into whose possession this document and any accompanying documents come should inform themselves about, and
observe, any such restrictions. This document and the accompanying documents should not be treated as an offer or invitation to subscribe for any GVC
Shares by any person resident or located in a Restricted Jurisdiction.
This document, which comprises a prospectus relating to GVC Holdings PLC prepared in accordance with the Prospectus Rules of the Financial
Conduct Authority (“FCA”) made under section 73A of FSMA, has been approved by the FCA in accordance with section 87A of FSMA and will be
made available to the public free of charge and during normal business hours on any day (Saturdays, Sundays and public holidays excepted) at the
Company’s registered office, on the Company’s website, www.gvc-plc.com, and at the offices of Addleshaw Goddard LLP, details of which are set out
on page 55 of this document, in accordance with paragraph 3.2.2 of the Prospectus Rules and Rule 27 of the AIM Rules for Companies. No regulatory
authority in the Isle of Man has passed comment upon or approved the accuracy of this document. A copy of this document has been filed with the FCA
in accordance with paragraph 3.2.1 of the Prospectus Rules.
GVC and each of the GVC Directors, whose names, business address and functions appear on page 55 of this document, and the Proposed Director,
whose name and function appears on page 55 of this document, accept responsibility for the information contained in this document. To the best of the
knowledge and belief of GVC, the GVC Directors and the Proposed Director (who have taken all reasonable care to ensure that such is the case), the
information contained in this document is in accordance with the facts and contains no omissions likely to affect the import of such information and
reflects the information fairly and accurately. The GVC Directors further confirm that, in accordance with section 4.5 of the Companies Act 2006 of
the Isle of Man, this document contains all material information relating to the offer or invitation that the intended recipients would expect to be included
to make an informed decision and of which the GVC Directors are aware (or of which they should have been aware after enquiry).

AI 1.1
AI 1.2
AIII 1.1
AIII 1.2

Investors are advised to examine all the risks that might be relevant in connection with the value of an investment in GVC Shares. This document should
be read as a whole. In particular, your attention is drawn to the sections entitled “Risk Factors” on pages 21 to 54 of this document and the “Letter from
the Chairman of GVC Holdings PLC” on pages 66 to 82 of this document which recommends that you vote in favour of the GVC Shareholder
Resolutions to be proposed at the GVC General Meeting.

GVC HOLDINGS PLC
(incorporated and registered in the Isle of Man under the Isle of Man Companies Act 2006
with registered number 4685V)

Proposed issue of up to 195,205,603 GVC Shares to bwin.party Shareholders
in connection with the proposed acquisition of bwin.party digital entertainment plc
by means of a scheme of arrangement under Part VIII of
the Companies Act of Gibraltar 2014
Placing and Subscription for 35,545,024 GVC Shares at 422 pence per share
Admission to the Standard Segment of the Official List and to trading on the
London Stock Exchange’s Main Market for listed securities
and
Notice of Extraordinary General Meeting
Financial Adviser
HOULIHAN LOKEY (EUROPE) LIMITED

Nominated Adviser and Broker
CENKOS SECURITIES PLC

The existing GVC Shares are currently admitted to trading on the AIM market of the London Stock Exchange plc (“London Stock Exchange”).
Applications will be made (i) to the FCA for all of the existing GVC Shares, the Placing Shares, the Subscription Shares and the Consideration Shares
(“Enlarged Issued Share Capital”) to be admitted to the Standard Segment of the Official List of the FCA (“Official List”), (ii) to the London Stock
Exchange for the Enlarged Issued Share Capital to be admitted to trading on its Main Market for listed securities (together, “Admission”) and (iii) to
the London Stock Exchange to cancel the admission of the Company’s entire issued share capital on AIM as soon as Admission has occurred. It is
expected that Admission will become effective on 2 February 2016 and that dealings in GVC Shares on the Main Market of the London Stock Exchange
will commence on that date. Trading of the GVC Shares on AIM will be cancelled by no later than Admission.
None of the existing GVC Shares, the Placing Shares, the Subscription Shares or the Consideration Shares are being made generally available to the
public in conjunction with the proposed acquisition of the entire issued and to be issued share capital of bwin.party (“Acquisition”).
Notice of the General Meeting of GVC Holdings PLC, to be held at 10.30 a.m. on 15 December 2015 at the offices of DQ Advocates Ltd,
The Chambers, 5 Mount Pleasant, Douglas, Isle of Man IM1 2PU, is set out at the end of this document. A Form of Proxy is enclosed for use
by GVC Shareholders in connection with the meeting. To be valid, Forms of Proxy, completed in accordance with the instructions thereon, must
be received at GVC Holdings PLC’s registrars, Capita Asset Services at PXS1, 34 Beckenham Road, Beckenham, Kent BR3 4TU as soon as
possible but in any event by no later than 10.30 a.m. on 11 December 2015. Completion and return of a Form of Proxy will not preclude GVC
Shareholders from attending and voting at the GVC General Meeting should they so wish.
Houlihan Lokey (Europe) Limited (“Houlihan Lokey”) is authorised and regulated in the United Kingdom by the FCA and is acting exclusively for
GVC in connection with the Acquisition and Admission and not for any other person. Houlihan Lokey will not regard any other person, whether or not
a recipient of this document or any accompanying documents, as a client in relation to the Acquisition and Admission and will not be responsible to
anyone other than GVC for providing the protections afforded to clients of Houlihan Lokey or for advising any other person in respect of the matters

AI 5.1.1
AI 5.1.2
AI 5.1.4
AIII 4.1

described in this document. Apart from the responsibilities and liabilities, if any, which may be imposed by FSMA or the regulatory regime established
thereunder, neither Houlihan Lokey nor any of its affiliates accepts any responsibility or liability whatsoever nor makes any representation or warranty,
express or implied, for or in respect of the contents of this document, including its accuracy, completeness or verification, or for any other statement
made or purported to be made by it, or on its behalf, in connection with GVC, the Enlarged Group, the Acquisition or Admission, and nothing in this
document is or shall be relied upon as a promise or representation in this respect, whether as to the future or past. Houlihan Lokey and its affiliates
accordingly disclaim to the fullest extent permitted by law all and any responsibility or liability whether arising in contract, tort or otherwise (save as
referred to above) which it might otherwise have in respect of this document or any such statement.
Cenkos Securities plc (“Cenkos”) is authorised and regulated in the United Kingdom by the FCA and is acting exclusively for GVC in connection with
the Acquisition and Admission and not for any other person. Cenkos will not regard any other person, whether or not a recipient of this document or
any accompanying documents, as a client in relation to the Acquisition and Admission and will not be responsible to anyone other than GVC for
providing the protections afforded to clients of Cenkos or for advising any other person in respect of the matters described in this document. Apart from
the responsibilities and liabilities, if any, which may be imposed by FSMA or the regulatory regime established thereunder, neither Cenkos nor any of
its affiliates accepts any responsibility or liability whatsoever nor makes any representation or warranty, express or implied, for or in respect of the
contents of this document, including its accuracy, completeness or verification, or for any other statement made or purported to be made by it, or on its
behalf, in connection with GVC, the Enlarged Group, the Acquisition or Admission, and nothing in this document is or shall be relied upon as a promise
or representation in this respect, whether as to the future or past. Cenkos and its affiliates accordingly disclaim to the fullest extent permitted by law all
and any responsibility or liability whether arising in contract, tort or otherwise (save as referred to above) which it might otherwise have in respect of
this document or any such statement.
NONE OF THE COMPANY, HOULIHAN LOKEY, CENKOS OR ANY OF THEIR RESPECTIVE REPRESENTATIVES, IS MAKING ANY
REPRESENTATION TO ANY PROSPECTIVE INVESTOR IN THE GVC SHARES REGARDING THE LEGALITY OF ANY
INVESTMENT BY A PROSPECTIVE INVESTOR UNDER THE LAWS APPLICABLE TO SUCH PROSPECTIVE INVESTOR.
Recipients of this document are authorised to use it solely for the purpose of considering the terms of the Acquisition and may not reproduce or distribute
this document, in whole or in part, and may not disclose any of the contents of this document or use any information herein for any purpose other than
considering the terms of the Acquisition or an investment in the GVC Shares. Such recipients of this document agree to the foregoing by accepting
delivery of this document.

NOTICE TO US AND OTHER OVERSEAS SHAREHOLDERS AND INVESTORS
None of the existing GVC Shares, the Placing Shares, the Subscription Shares or the Consideration Shares have been, nor will be registered under the
US Securities Act 1933, (“US Securities Act”), or with any securities regulatory authority or under any securities laws of any state or other jurisdiction
of the United States. Accordingly, the Placing Shares, the Subscription Shares or the Consideration Shares may not be subscribed, offered or sold in the
United States except pursuant to an exemption from, or a transaction not subject to, the registration requirements of the US Securities Act. The
Consideration Shares are being offered in reliance upon the exemption from the registration requirements of the US Securities Act provided by section
3(a)(10) of the US Securities Act and exemptions from registration and qualification under applicable state securities laws. Under the US Securities Act,
persons (whether or not US persons) who are or will be “affiliates” (within the meaning of the US Securities Act) of GVC will be subject to certain
transfer restrictions relating to GVC Shares. The Placing Shares are being offered and sold only outside the United States pursuant to Regulation S under
the US Securities Act. The Subscription Shares are being separately offered and sold inside the United States pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the US Securities Act and applicable state or local securities laws. We urge investors resident
in the United States to read the “Notice to Scheme Shareholders and potential investors,” under subheading “United States” in the section entitled
Important Information on pages 60 to 65 of this document.
Neither the SEC nor any other US federal or state securities commission or regulatory authority has approved or disapproved the existing GVC
Shares, the Placing Shares, the Subscription Shares or the Consideration Shares or passed upon the fairness or merits of such securities or
upon the accuracy or adequacy of the information contained in this document. Any representation to the contrary is a criminal offence in the
United States.
None of the existing GVC Shares, the Placing Shares, the Subscription Shares or the Consideration Shares have been, nor will they be, registered under
the applicable securities laws of any Restricted Jurisdiction, and this document is not being made available to bwin.party Shareholders with registered
addresses in a Restricted Jurisdiction and may not be treated as an offer or invitation to subscribe for any GVC Shares by any person resident or located
in any such jurisdiction. None of the existing GVC Shares, the Placing Shares, the Subscription Shares or the Consideration Shares may be offered in
or into any Restricted Jurisdiction or to or for the account or benefit of any national, resident or citizen of a Restricted Jurisdiction. Any persons
(including, without limitation, custodians, nominees and trustees) who have a contractual or other legal obligation to forward this document or any
accompanying document into a Restricted Jurisdiction should seek appropriate advice before taking any such action. Accordingly, neither this document
nor any advertisement nor any other offering material may be distributed or published in any Restricted Jurisdiction except under circumstances that
will result in compliance with any applicable laws and regulations. Persons into whose possession this document comes should inform themselves about
and observe any such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws of any such jurisdiction.
To the fullest extent permitted by applicable law, the companies and persons involved in the Acquisition disclaim any responsibility or liability for the
violation of such requirements by any person.
Investors should only rely on the information contained in this document and the documents (or parts thereof) incorporated herein by reference. No
person has been authorised to give any information or make any representations other than those contained in this document and the documents (or parts
thereof) incorporated herein by reference, and if given or made, such information or representations must not be relied on as having been so authorised
by or on behalf of GVC, the Directors, the Proposed Director, Houlihan Lokey or Cenkos. None of the above persons take any responsibility or liability
for, and can provide no assurance as to the reliability of, other information that investors may have been given. In particular, the contents of GVC’s and
bwin.party’s websites do not form part of this document and investors should not rely on them.
Without prejudice to any legal or regulatory obligation on the Company to publish a supplementary prospectus pursuant to section 87G of FSMA and
Prospectus Rule 3.4, neither the delivery of this document nor Admission shall, under any circumstances, create any implication that there has been no
change in the business or affairs of the Company, the GVC Group, the bwin.party Group or the Enlarged Group since the date of this document or that
the information in it is correct as of any time subsequent to its date. The Company will comply with its obligation to publish a supplementary prospectus
containing further updated information if so required by law or by any regulatory authority but assumes no further obligation to publish additional
information.
THE CONTENTS OF THIS DOCUMENT ARE NOT TO BE CONSTRUED AS LEGAL, FINANCIAL, BUSINESS OR TAX ADVICE. EACH
SHAREHOLDER OR POTENTIAL INVESTOR SHOULD CONSULT HIS, HER OR ITS OWN LEGAL ADVISER, FINANCIAL ADVISER
OR TAX ADVISER FOR LEGAL, FINANCIAL OR TAX ADVICE.
The date of this document is 13 November 2015.
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SUMMARY
Summaries are made up of disclosure requirements known as “Elements”. These elements are numbered in
Sections A-E (A.1—E.7).
This summary contains all the Elements required to be included in a summary for this type of security and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering
sequence of the Elements.
Even though an Element may be required to be inserted in the summary because of the type of security and
issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of “not applicable”.
Section A – Introduction and warnings
A1

Introduction and Warning

This summary should be read as an introduction to this prospectus.
Any decision to invest in GVC Shares should be based on
consideration of the prospectus as a whole by the investor.
Where a claim relating to the information contained in this
prospectus is brought before a court, the plaintiff investor might,
under the national legislation of the Member States, have to bear the
costs of translating this prospectus before the legal proceedings are
initiated.
Civil liability attaches only to those persons who have tabled the
summary, including any translation thereof, but only if the summary
is misleading, inaccurate or inconsistent when read together with
the other parts of the prospectus or if it does not provide, when read
together with the other parts of the prospectus, key information in
order to aid investors when considering whether to invest in such
securities.

A2

Not applicable. GVC has not given consent to the use of this
document for subsequent resale or any final placement of securities
by financial intermediaries.

Subsequent resale of
securities or final
placement of securities
through financial
intermediaries

Section B – Issuer and any guarantor
B1

Legal and commercial
name of issuer

GVC Holdings PLC

B2

Domicile/Legal
Form/Legislation/Country
of incorporation

GVC was incorporated and registered in the Isle of Man on
5 January 2010 as a company limited by shares and with registered
number 4685V. GVC operates under the Isle of Man Companies Act
2006.

B3

Current operations and
principal activities and
markets

GVC is a leading provider of B2C and B2B services to the online
gaming and sports betting markets. GVC’s B2C offerings target a
number of European and Latin American markets and include the
Sportingbet business which it acquired in March 2013 pursuant to a
joint takeover offer with William Hill plc. GVC’s B2B businesses
include the third party support contract for East Pioneer
Corporation B.V., which acquired the Superbahis brand from
Sportingbet in November 2011.
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The GVC Group’s B2C operations comprise two main business
lines:
•

Sportsbooks under the brands “Sportingbet” and “Betboo”
(which run on a common platform), both of which are
providers of sports betting, casino, games and poker online
and on mobile; and

•

CasinoClub – an online casino focused on German-speaking
markets. CasinoClub runs on software provided by Boss
Media.

The GVC Group runs its operations as separate businesses/brands,
each with their own management and back office functions. There
is a central function, broadly comprising the GVC Executive
Directors, a chief operating officer, a chief technology officer, a
chief marketing officer and finance and legal departments.
B4a

Significant recent trends

Average daily revenue of the GVC Group has increased from
€165,000 in the twelve months ended 31 December 2012 to
€465,000 in the 12 months ended 31 December 2013 and €616,000
in the 12 months ended 31 December 2014. The increase is
attributable to both growth and the acquisition of Sportingbet in
March 2013.
In the six months to 30 June 2015 average daily revenue increased
further to €668,000, which was higher than the €580,000 average in
the six months to 30 June 2014 which included the revenues from
the football World Cup.
Contribution Margin decreased from 60 per cent. in the twelve
months ended 31 December 2012 to 55 per cent. in the twelve
months ended 31 December 2014 as a result of the increased cost of
marketing and television advertising in the run up to the football
World Cup in 2014.
The GVC Board announced record trading for the six months to 30
June 2015. Sports wagers increased by 19 per cent. to €823 million
(H1-2014: €694 million) and the aggregate sports margin was 8.9 per
cent. (H1-2014: 9.9 per cent.), reflecting well publicised “punterfriendly” results in the year to date. Net Gaming Revenue performed
strongly, reaching €120 million in the period, up 14 per cent. on the
same period last year despite the benefit, in June 2014, of 54
additional football fixtures in the World Cup as well as the
introduction of VAT in a number of EU markets. Customer deposits
also rose significantly reaching €1.7 million per day in H1-2015, 18
per cent. higher than H1-2014 (€1.5 million).
The second quarter of 2015 showed sports wagers averaging
€4.5 million per day (Q2-2014: €3.9 million), and NGR averaging
€661,000 per day (Q2-2014: €602,000). This strength in trading
continued into June with NGR higher than that for June 2014 when
the World Cup was being played.
For the six months ended 30 June 2015 the Contribution Margin
was 54 per cent. and was impacted by the point of consumption tax
in the United Kingdom introduced in December 2014 and VAT on
gaming revenues in Germany.
Clean EBITDA for the same period increased from €15,452,000
(Clean EBITDA margin of 26 per cent.) in 2012 to €49,162,000
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(Clean EBITDA margin of 22 per cent.), and in the six months to 30
June 2015 Clean EBITDA was approximately €25.5 million (Clean
EBITDA margin of 21.1 per cent.).
The GVC Board has recently announced a trading update for the
nine months to 30 September 2015. Strong trading continued during
the period and resulted in Net Gaming Revenue for the nine months
to 30 September 2015 being 11 per cent. higher than the same
period in 2014 averaging €670,000 per day; wagers in the nine
months to 30 September 2015 growing to an average of €4.5 million
per day representing an increase of 15 per cent. on the comparable
period of 2014 (€3.9 million per day); a gross win margin of 9.2 per
cent. being achieved in sports during the period which compares to
10.1 per cent. achieved in 2014; net revenue from gaming growing
by 18 per cent. to an average of €356,000 per day (2014: €302,000
per day); and customer deposits rising by 14 per cent. compared
with the same period in 2014, standing at €1.70 million per day
(2014: €1.48 million).
There are a number of factors impacting the markets in which the
GVC Group and the bwin.party Group operate:

B5 Description of the issuer’s
group

•

Increased penetration of high-speed internet, proliferation of
smart phones and mobile gambling and the increasing
popularity of e-commerce;

•

Strong growth in penetration of increasingly sophisticated
mobile devices with increased speed and capacity to process
data has had a significant impact on the volume of mobile
commerce;

•

Investment in product development to improve mobile
product offerings;

•

Gaming and betting have become culturally more acceptable
leisure activities;

•

Increased advertising has been attributed to the growing
popularity of online gaming and betting and social media has
allowed operators to perform more targeted marketing; and

•

Several governments have adopted internet-specific gaming
regulatory frameworks with the aim of protecting customers,
promoting choice and raising taxes. Such changes provide
operators with opportunities for expansion; although
increased product complexity, costs of compliance and
gaming taxes can also make it more difficult for new
entrants.

GVC is the ultimate holding company of the GVC Group. The table
below contains a list of principal subsidiaries of GVC.
Name

Country of
Business
incorporation activity

GVC Services B.V.

Curaçao

Bluebell B.V.

Curaçao

Martingale Malta 2
Limited
GVC Administration
Services Limited

Malta

Administration
company
Owner of the Betboo
brand
Licensed operator

England and
Wales

Administration
company
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Percentage
ownership
100 per cent.
100 per cent.
100 per cent.
100 per cent.

Country of
Business
incorporation activity

Name
Interactive Sports
(C.I.) Limited
Sporting Odds
Limited
Headlong Limited
Scandic Bookmakers
Limited
Green Sand
Limited
Luther Properties
B.V.
Gomifer S.A.
Fort Anne
Limited
MLB Limited

Percentage
ownership

Alderney

Licensed operator

100 per cent.

England and
Wales
Malta
Malta

Licensed
operator
Licensed operator
Licensed operator

100 per cent.

Antigua &
Barbuda
Curaçao

Owner of
Sportingbet brand
Owner of
CasinoClub brand
Administration company
Administration
company
Administration
company

Uruguay
Republic of
Ireland
Republic of
Ireland

100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.

On the Scheme becoming Effective, the Company will become the
ultimate holding company of bwin.party and its subsidiaries.
B6

Notifiable interests in the
Company and voting
rights

As at 31 October 2015 (being the latest practicable date prior to
publication of this document), in so far as is known to GVC, the
following persons are interested, directly or indirectly, in three per
cent. or more of the voting rights in respect of the issued share
capital of the Company:
No. of
GVC Shares
held as at
31 October
2015

Name

Richard Griffiths and
controlled undertakings
8,238,450*
DBS Advisors Ltd
6,621,118
Marathon Asset Management 3,681,347
Henderson Volantis Capital
3,147,629
Mark Blandford
2,641,848
M&G Investment Management 2,325,000
Hargreaves Lansdown
2,106,211
Commerzbank (as principal)
2,073,494
Capital Research &
Management
2,038,442
Rockridge Investments
2,000,000
TD Waterhouse
1,989,982

Percentage of
GVC Shares
held as at
31 October
2015

No. of GVC
Shares held
immediately
following
Admission

Percentage
of GVC
Shares held
immediately
following
Admission

13.44 per cent.
10.81 per cent.
6.01 per cent.
5.14 per cent.
4.31 per cent.
3.79 per cent.
3.44 per cent.
3.38 per cent.

8,948,450
6,621,118
9,381,347
3,147,629
2,641,848
3,725,000
2,106,211
2,073,494

3.06 per cent.
2.27 per cent.
3.21 per cent.
1.08 per cent.
0.90 per cent.
1.28 per cent.
0.72 per cent.
0.71 per cent.

3.33 per cent.
3.26 per cent.
3.25 per cent.

9,088,442 3.11 per cent.
2,474,000 0.85 per cent.
1,989,982 0.68 per cent.

*As at 6 November 2015

None of the Company’s major shareholders has different voting
rights attached to the shares they hold in the Company.
As at 31 October 2015 (being the latest practicable date prior to
publication of this document), the Company was not aware of any
person or persons who, directly or indirectly, jointly or severally,
exercise(s) or could exercise, control over the Company.
B7

Selected historical key
financial information

THE GVC GROUP
The summary financial information set out below has been
extracted without material adjustment from the audited financial
statements of GVC for the three financial years ended 31 December
2014 and the unaudited interim results of GVC for the six months
ended 30 June 2014 and 30 June 2015. The financial information
has been prepared in accordance with IFRS.
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Six months
Year ended
Year ended
Year ended
ended
31 December 31 December 31 December
30 June
2012
2013
2014
2014
(£000’s)
(£000’s)
(£000’s)
(£000’s)
(audited)
(audited)
(audited) (unaudited)
Revenue
64,825
Contribution
36,530
Clean EBITDA
15,452
Exceptional items
208
Operating Profit
9,650
Net finance income/
(expense)
3
Profit before tax
9,653
Profit after tax
9,236
Dividends paid in period
8,214
Net assets
58,471
Number of shares in
issue at the balance
sheet date
31,592,172

Six months
ended
30 June
2015
(£000’s)
(unaudited)

169,959
102,631
38,299
(19,711)
12,441

224,801
123,288
49,162
–
42,211

105,066
56,722
22,355
–
18,474

120,916
65,401
25,485
(4,708)
18,346

(573)
13,014
12,303
14,979
141,096

920
41,291
40,563
33,607
149,458

455
18,019
17,572
16,755
142,078

1,279
17,067
16,745
17,160
137,121

61,276,480 60,933,427

61,276,480

60,906,760

DETAIL OF REVENUE
Six months Six months
Year ended
Year ended
Year ended
ended
ended
31 December 31 December 31 December
30 June
30 June
2012
2013
2014
2014
2015
(£000’s)
(£000’s)
(£000’s)
(£000’s)
(£000’s)
(audited)
(audited)
(audited) (unaudited) (unaudited)
Continuing
operations
Discontinued
operations
Total revenues

60,325

169,959

224,801

105,066

120,916

4,500
–––––––
64,825

–
–––––––
169,959

–
–––––––
224,801

–
–––––––
105,066

–
–––––––
120,916

–––––––

–––––––

––––––– ––––––– –––––––

DETAIL OF CONTRIBUTION
Six months Six months
Year ended
Year ended
Year ended
ended
ended
31 December 31 December 31 December
30 June
30 June
2012
2013
2014
2014
2015
(£000’s)
(£000’s)
(£000’s)
(£000’s)
(£000’s)
(audited)
(audited)
(audited) (unaudited) (unaudited)
Continuing
operations
Discontinued
operations
Total contribution

36,476

102,631

123,288

56,722

65,401

54
–––––––
36,530

–
–––––––
102,631

–
–––––––
123,288

–
–––––––
56,722

–
–––––––
65,401

–––––––

–––––––

––––––– ––––––– –––––––

DETAIL OF CLEAN EBITDA
Six months Six months
Year ended
Year ended
Year ended
ended
ended
31 December 31 December 31 December
30 June
30 June
2012
2013
2014
2014
2015
(£000’s)
(£000’s)
(£000’s)
(£000’s)
(£000’s)
(audited)
(audited)
(audited) (unaudited) (unaudited)
Continuing
operations
Total Clean EBITDA
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15,452
–––––––
15,452

–––––––

38,299
–––––––
38,299

–––––––

49,162
–––––––
49,162

22,355
–––––––
22,355

25,485
–––––––
25,485

––––––– ––––––– –––––––

KEY EVENTS AFFECTING THE ACCOUNTING
INFORMATION
21 November 2011 – GVC enters into a B2B contract with Curaçao
based East Pioneer Corporation B.V. (“EPC”) to provide back-end
support to the Superbahis business, acquired by EPC from
Sportingbet plc.
4 May 2012 – GVC disposes of its Italian language “Betaland”
business for nil consideration.
19 March 2013 – GVC acquired Sportingbet plc, excluding its
Australian business, which was acquired by William Hill plc
contemporaneously. William Hill plc also acquired the Sportingbet
Spanish business on 16 September 2013 from GVC. In 2013 the
Sportingbet Spanish business’ Contribution for the period between
19 March 2013 and 16 September 2013 is treated as a credit to
exceptional items in GVC’s income statement.
29 May 2014 – GVC acquires a 15 per cent. stake in Betit Holdings
Limited, a Scandinavian-focused online casino and sportsbook
company.
27 March 2015 – GVC announces the cancellation of the
“in-the-money” share options awarded to directors and, in their
place, implements a retention scheme of an equivalent value which
has a two year duration in order to “lock-in” the directors.
In terms of external events, the sporting calendars are crucial, thus
within the timeframe covered by this review two very important
football competitions took place, being the UEFA 2012 European
Championship and the FIFA 2014 World Cup.
On 4 September 2015 GVC made a drawing of €20,000,000 under
the Cerberus Loan in order to settle (i) €5,300,000 in relation to the
Hedging Instrument and (ii) one per cent. of the fees associated with
the Cerberus Loan, which, when aggregated with the fee associated
with the draw-down itself and the maintenance fee associated with
the Cerberus Loan, amounted to €4,429,000.
Save as set out above, there has been no significant change in the
financial condition and operating results during or subsequent to the
period covered by the historical key financial information on the
GVC Group set out in this section.
THE BWIN.PARTY GROUP
The tables below set out the bwin.party Group’s summary financial
information for the periods indicated, reported in accordance with
IFRS as adopted by the EU. The consolidated financial information
for bwin.party Group has been extracted without material
adjustment from the audited financial statements of bwin.party for
the three financial years ended 31 December 2014 and the
unaudited interim results of bwin.party for the six months ended
30 June 2014 and 30 June 2015. The financial information has been
prepared in accordance with IFRS.
The 2012 balances included as comparatives in the 2013
consolidated financial statements included the restatement of
certain balances which arose as a result of the merger of
PartyGaming plc with bwin Interactive Entertainment AG. The
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2012 data contained within the tables below is shown using the
restated balances included as comparatives in bwin.party Group’s
2013 financial statements.
SUMMARISED CONSOLIDATED STATEMENT OF COMPREHENSIVE
INCOME
Year
Year
Year
ended
ended
ended
31 December 31 December 31 December
2012
2013
2014

Six months
ended
30 June
2014
(unaudited)

(€ millions)
Total Revenue
Clean EBITDA
Profit/(loss) from
operating activities
Profit/(loss) before tax
Profit/(loss) after tax
Other comprehensive
income (expense)
Total comprehensive
income (expense)
Non-controlling
interests
Total comprehensive
income (expense)
for the year
attributable to equity
holders of the parent

Six months
ended
30 June
2015
(unaudited)

801.6
164.9

652.4
108.0

611.9
101.2

317.1
46.4

296.5
47.3

(16.5)
(23.5)
(64.7)

51.9
44.9
41.1

(97.9)
(97.9)
(94.3)

(100.4)
(100.5)
(94.0)

1.3

(1.7)

10.5

8.1

3.6

(63.4)

39.4

(83.8)

(85.9)

6.5

1.0

2.8

2.2

1.2

0.7

(62.4)

42.2

(81.6)

(84.7)

7.2

5.3
3.1
2.9

SUMMARISED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(€ millions)
Non-current assets
Current assets
Total assets
Current liabilities
Non-current liabilities
Total liabilities
Total net assets
Equity attributable to
equity holders
of the parent
Non-controlling interests
Total equity

As at
31 December
2012
(audited)

As at
31 December
2013
(audited)

As at
31 December
2014
(audited)

As at
30 June
2015
(unaudited)

754.8
340.6
––––––
1,095.4
––––––
270.9
165.9
––––––
436.8
––––––
658.6

689.9
312.9
––––––
1,002.8
––––––
251.6
73.6
––––––
325.2
––––––
677.6

622.6
291.4
––––––
914.0
––––––
279.3
69.7
––––––
349.0
––––––
565.0

623.0
299.4
––––––
922.4
––––––
263.8
104.1
––––––
367.9
––––––
554.5

661.4

682.4

572.0

562.2

(2.8)
––––––
658.6

(4.8)
––––––
677.6

(7.0)
––––––
565.0

(7.7)
––––––
554.5

––––––
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––––––

––––––

––––––

SUMMARISED CONSOLIDATED STATEMENT OF CASH FLOWS

(€ millions)
Net cash generated
from operating
activities
Net cash generated
by (used in) investing
activities
Net cash used in
financing activities
Net (decrease) increase
in cash and cash
equivalents
Net foreign exchange
differences
Cash and cash
equivalents at the
beginning of the period
Cash and cash
equivalents at
the end of the period

Year
ended 31
December
2012
(audited)

Year
ended 31
December
2013
(audited)

Year Six months Six months
ended 31
ended
ended
December
30 June
30 June
2014
2014
2015
(audited) (unaudited) (unaudited)

7.9

49.8

92.8

47.1

53.5

(44.9)

(21.4)

(69.0)

(38.5)

4.6

(82.7)

(29.1)

(34.2)

(18.2)

(23.0)

(119.7)

(0.7)

(10.4)

(9.6)

35.1

0.4

4.3

1.5

2.2

(4.8)

289.0

169.7

173.3

173.3

162.9

169.7

173.3

164.4

165.9

193.2

In the six months ended 30 June 2015, bwin.party’s Clean EBITDA
increased by 2 per cent. year on-year despite the introduction of
VAT in a number of EU Member States, a lower than expected
sports margin and the UK point of consumption tax that was
introduced on 1 December 2014. However, bwin.party’s progress
on non-core asset disposals and other cost saving initiatives is
running ahead of plan. Excluding the impact of EU VAT and UK
point of consumption tax, Clean EBITDA would have increased by
24 per cent.
In 2014, bwin.party’s total revenue fell 6 per cent. to €611.9 million
(2013: €652.4 million) primarily reflecting the full year impact of
internet-service provider (“ISP”) blocking in Greece and a decline
in poker partially offset by the FIFA World Cup. The drop in
revenue, together with start-up losses from New Jersey of
€9.8 million (2013: €4.9 million) and €6.7 million of losses from
the bwin.party Group’s social gaming activities (2013:
€6.5 million), meant that total Clean EBITDA declined to
€101.2 million (2013: €108.0 million).
While amortisation fell by 26 per cent. to €51.0 million (2013:
€68.9 million), depreciation charges increased to €26.3 million
(2013: €24.4 million) reflecting increased capital expenditure.
A non-cash impairment charge of €104.4 million relating to the
write-down of poker was the primary driver behind the reported loss
after tax of €94.3 million (2013: profit after tax of €41.1 million).
Basic loss per ordinary share was €0.113 (2013: earnings per share
€0.054). Clean EPS fell to €0.048 (2013: €0.073).
In 2013, total revenue decreased by 19 per cent. to €652.4 million
(2012: €801.6 million) reflecting the shift from ‘volume to value’ (a
strategy to increase focus on nationally regulated and/or taxed
markets, improve return on marketing spend and remove lossmaking territories), the impact of reduced cross-sell volumes
following the dotcom platform migration in December 2012, as
well as market declines in certain regulated markets and ISP
blocking in Greece. The introduction of a 5 per cent. turnover tax on
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sports betting in Germany and the securing of a licence in Belgium
contributed to higher gaming taxes in these two countries. However,
market declines in other regulated markets meant that total gaming
taxes (excluding retroactive taxes) fell by €2.7 million to
€80.1 million. Increased TV production costs at World Poker Tour
meant that total cost of sales, excluding retroactive taxes and
associated charges, increased by €0.2 million to €88.9 million
(2012: €88.7 million). Taken together with lower revenue and startup costs in New Jersey, Clean EBITDA declined to €108.0 million
(2012: €164.9 million).
The 2012 results were the first full year results published following
the merger of bwin Interactive AG and PartyGaming Plc in March
2011. Pro forma total revenue was down 2 per cent. to
€801.6 million whilst pro forma Clean EBITDA from continuing
operations was down 17 per cent. to €164.9 million. This was
primarily due to the introduction of gaming taxes in Germany with
effect from 1 July 2012, ISP blocking in Belgium, the closure of
Spanish slots as the market moved to national regulation and the
closure of the bwin brand in Denmark. These were partially offset
by synergies generated from the merger.
Save as set out above, there has been no significant change in the
financial condition and operating results during or subsequent to the
period covered by the historical key financial information on the
bwin.party Group set out in this section.
B8

Selected pro forma
financial information

The following unaudited pro forma income statement for the twelve
months ended 31 December 2015 and pro forma statement of net
assets as at 30 June 2015 have been prepared to illustrate the effect of
the Acquisition and the related financing on the income statement of
the GVC Group as if it had taken place on 1 January 2014 and on the
net assets of the GVC Group as if it had taken place on 30 June 2015
in accordance with Annex II of the Prospectus Directive Regulation.
This information is prepared for illustrative purposes only and,
because of its nature, addresses a hypothetical situation and does
not represent the actual financial position or results of either GVC,
bwin.party or the Enlarged Group, nor does it purport to represent
the results of operations for any future period or financial position
at any future date.

GVC
€m
Revenue
Contribution
Clean EBITDA
Operating profit/(loss)
Profit after tax
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224.8
123.3
49.2
43.0
40.7

bwin.party*
€m
614.2
322.6
96.7
(109.2)
(94.3)

Pro Forma
Income
Statement
for Enlarged
Adjustments**
Group
€m
€m
–
–
–
47.9
(8.6)

839.0
445.9
145.9
(18.3)
(62.2)

GVC
€m
Non-current assets
Current assets
Current liabilities
Net current assets/
(liabilities)
Non-current liabilities
Net assets

bwin.party
€m

160.6
49.8
(68.7)

623.0
300.8
(265.2)

(18.8)
(4.7)
––––––––
137.0

35.6
(104.1)
––––––––
554.5

––––––––

––––––––

Adjustments
€m
824.0
240.6
–
240.6
(361.2)
––––––––
703.4

Pro Forma
Net Assets
of Enlarged
Group
€m
1,607.6
591.2
(333.9)
257.4
(470.0)
––––––––
1,394.9

–––––––– ––––––––

*

A number of reclassifications have been undertaken to align the presentation
of the bwin results with that of GVC

**

Acquisition and financing adjustments have been aggregated in the above table

B9

Profit forecast/estimate

Not applicable. No profit forecast or estimate is included in this
document.

B10

Audit report –
qualifications

Not applicable. No qualifications are included in any audit report on
the historical financial information included in this document.

B11

Explanation in respect
of insufficient working
capital

Not applicable. The Company is of the opinion that the working
capital available to the GVC Group is sufficient for its present
requirements, that is, for at least 12 months from the date of this
document.
Section C – Securities

C1

Type and class of the
securities being
admitted to trading,
including any security
identification number

The Company will issue 27,978,812 new GVC Shares of €0.01 each
in the capital of the Company pursuant to the Placing. The
Company will also issue 7,566,212 new GVC Shares of €0.01 each
in the capital of the Company pursuant to the Subscription.
The Company will issue up to 195,205,603 new GVC Shares of
€0.01 each in the capital of the Company as consideration under the
Scheme and pursuant to the terms of the Acquisition.
The existing and New GVC Shares will, upon Admission, have the
ISIN number IM00B5VQMV65 and SEDOL number B5VQMV6
and will be traded on the London Stock Exchange under the ticker
symbol “GVC-LN”.

C2

Currency of the
securities issue

Sterling.

C3

Number of issued and
fully paid securities

The issued and fully paid up share capital of GVC as at
11 November 2015, being the latest practicable date prior to the
publication of this document, was €612,764.80 divided into
61,276,480 shares of €0.01 each.

C4

Rights attached to the
securities

GVC Shares rank pari passu in all respects with each other and rank
in full for all dividends and other distributions thereafter declared,
made or paid in respect of the GVC Shares.
All GVC Shares rank equally for voting purposes. On a show of
hands and on a poll each shareholder shall have one vote for each
share of which he is the holder.
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GVC Shares rank equally in the distribution of surplus assets of
GVC remaining after the payment of all creditors in the winding up
of GVC.
C5

C6

Restrictions on free
transferability of
securities

GVC Shares will be freely transferable with no restrictions on
transfer.

Admission to trading
on a regulated market

Application will be made (i) to the FCA for all of the GVC Shares,
issued and to be issued, to be admitted to the standard segment of
the Official List of the FCA; (ii) to the UKLA and the London Stock
Exchange for all of the GVC Shares, issued and to be issued, to be
admitted to trading on its Main Market for listed securities; and
(iii) to the London Stock Exchange to cancel the admission of the
Company’s entire issued share capital on AIM as soon as Admission
has occurred.

However, the receipt of the GVC Shares by persons located or
resident in, or who are citizens of, or who have a registered office in
countries other than the UK, may be affected by the law or
regulatory requirements of the relevant jurisdiction, which may
include restrictions on the free transferability of such GVC Shares.

No application has been made or is currently intended to be made
for the GVC Shares to be admitted to listing or trading on any other
exchange.
C7

Dividend policy

GVC’s stated dividend policy is that it aims to pay out not less than
75 per cent. of its Clean Net Operating Cashflow to shareholders.
GVC paid an interim dividend of €0.14 per GVC Share on
2 November 2015, bringing total dividends paid in the year to date
to €0.56 per GVC Share.
However, as a result of the combination of debt covenants under the
Cerberus Loan Agreement and the intended restructuring of the
Enlarged Group, GVC proposes to suspend dividend payments in
2016 and to resume payment of dividends for the Enlarged
Company in 2017 once most of the costs of achieving the expected
synergies from the Acquisition will have been incurred.
Section D – Risks

D1

Key risks that are
specific to the
Company or its
industry

Risks relating to the online gaming and betting industry
•

Current or future legislation or regulation may prohibit or
restrict (or may be interpreted or amended in such a way as
to prohibit or restrict) certain activities of the GVC Group,
the bwin.party Group and, following the Effective Date, the
Enlarged Group and this may present a higher risk in certain
Material Territories, or legislation may be implemented
which deregulates online gaming with commercially
undesirable consequences such as punitive tax regimes, large
bonds, limited product offerings or caps on the number of
licensees such that it is not commercially viable to obtain a
licence for the Enlarged Group, with the consequential
financial loss arising from the need to block access by
customers from the relevant market.
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•

The supply of online gaming is not unequivocally legal in all
jurisdictions in which customers of the GVC Group and,
following the Effective Date, the Enlarged Group, may elect
to play. The GVC Group is and, following the Effective Date,
the Enlarged Group will be, licensed to supply gaming
services from jurisdictions where they are (and will be) based
but not in every jurisdiction where the customer is located.
There are risks of criminal, civil and administrative
enforcement action in jurisdictions where the GVC Group,
the bwin.party Group and, following the Effective Date, the
Enlarged Group generates business, including Turkey (where
the authorities are of the view that the activity is prohibited),
Germany and Greece (where new licensing regimes are
being implemented). Enforcement action may manifest in
arrests, fines or the seizure or freezing of assets, which would
impact profitability and reputation, or in third party service
providers implementing payment and ISP blocking, such that
the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group may need to shut down
certain of those markets, with the consequential financial
loss to the business.

•

Various GVC Group and bwin.party Group members are
(and following the Effective Date, the Enlarged Group will
be) dependent upon licences in relation to their respective
gaming-related activities, some of which may require
approvals from the relevant regulator as a consequence of the
Acquisition. Changes in the status of such licences, including
but not limited to the imposition of onerous conditions, could
materially affect the GVC Group, the bwin.party Group and
the Enlarged Group’s business and profitability.

•

The GVC Group and bwin.party Group are (and following
the Effective Date, the Enlarged Group will be) reliant on the
ongoing support of payment processors, the quality and cost
of which may be variable in certain jurisdictions, which may
lead to default, delays in money transfers, or the alienation of
customers due to poor support, all of which may impact on
the financial performance of the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged
Group.

•

Although both the GVC Group and the bwin.party Group
have implemented detection and prevention controls to
minimise the opportunity for fraudulent play, there remains a
need to continually monitor and develop such protections.
Should such fraud or collusion go undetected, certain
customers may experience increased losses, which may in
turn lead to a loss of confidence from the customer base and
which could then result in adverse effects on the business,
financial position and results of operations of the GVC
Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group.
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Risks relating to the operations of the Enlarged Group
•

Completion is conditional upon the satisfaction of a number
of conditions on or before the Long Stop Date. Although the
Directors believe that clearances from the relevant
competition authorities should be forthcoming, it is possible
that GVC or bwin.party may not obtain these clearances, or
that they may not be obtainable within a timescale acceptable
to GVC or bwin.party, or that they may only be obtained
subject to certain conditions or undertakings, such as the
disposal of parts of the GVC or bwin.party businesses, which
may not be acceptable to GVC or bwin.party. Furthermore, it
is possible that the authorities may attach conditions to their
approval of the Acquisition, which might delay or prevent the
realisation of certain synergies identified by GVC or
bwin.party. In addition, in some jurisdictions, notifications
are voluntary and GVC or bwin.party may decide not to
notify, bearing the risk that the authorities may later open an
investigation on their own initiative.

•

There is a risk that the Enlarged Group may not realise the
anticipated benefits from the Acquisition and the Fundraising
or that they may be materially lower than has been estimated,
particularly given the extensive restructuring required in
order to make the significant improvements required to
generate improved EBITDA performance. In addition, some
of the costs associated with the restructuring could be higher
than GVC anticipates, which could reduce the net benefits of
the Acquisition and/or the Fundraising and impact GVC’s
financial results.

•

The operations of the GVC Group and the bwin.party Group
are highly dependent on technology and there is a risk that
such technology could fail or be subject to damage or
interruption caused by human error, unauthorised access,
increase in volume of usage of online services or other
similarly disruptive events. Any such failure or disruption of,
or damage to, the technology or systems used by the GVC
Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group in its businesses could have a
material adverse effect on those businesses and their
financial conditions or results of operations; in particular,
any damage to, or failure of, their online systems could result
in interruptions to their financial controls and customer
service systems, which could in turn result in adverse effects
on the business, financial position and results of operations
of the Enlarged Group.

•

If the technology and systems currently used by, and being
developed by the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group are not
successful, or are rendered obsolete by new technologies and
more advanced systems introduced in the industry or adopted
by competitors, this may result in a loss of confidence in their
products and services by their customers, which in turn could
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have a material adverse effect on their business, financial
condition and results of operations.
D3

Key risks that are
specific to the securities

•

Any fluctuation in the market price of the GVC Shares
between the date of publication of this document and the
Effective Date will increase or decrease the value of the
consideration received. In addition, any successful election
made under the Mix and Match Facility to receive additional
Consideration Shares may have the effect of increasing or
decreasing (as the case may be) the impact which any such
fluctuation in the value of a Consideration Share may
otherwise have on the value of consideration received for
each bwin.party Share.

•

The GVC Directors intend to seek a Premium Listing for the
Enlarged Company, subject to meeting the eligibility criteria
contained in Chapter 6 of the Listing Rules. There can be no
assurance that the Enlarged Company will meet the
eligibility criteria for a Premium Listing or that a transition
to a Premium Listing will be achieved. In addition, there may
be a delay between the date of listing on the standard
segment and GVC’s current intended date by which it wishes
to achieve a Premium Listing, being as soon as practicable
following publication of the GVC Report and Accounts for
the financial year ending 31 December 2015.

•

The Company’s ability to pay dividends and effect returns of
capital in the future is uncertain.

•

After Completion, GVC Shareholders will own a
significantly smaller percentage of the Enlarged Issued Share
Capital than they currently own of GVC.
Section E – Offer

E1

Net proceeds/expenses

The Company is proposing to raise net proceeds of approximately
£145.1 million from the Fundraising.
In addition, GVC Shares are being issued as part consideration
under the Scheme to bwin.party Shareholders pursuant to the terms
of the Acquisition, and as such GVC will not receive any
subscription proceeds from the recipients of those GVC Shares.
The expenses of or incidental to the Transaction are payable by
GVC and are estimated to amount to approximately €47 million
(excluding value added tax).
No expenses will be charged to any investor by GVC.

E2a

Reasons for the offer,
use of proceeds

The Offer represents a compelling opportunity for shareholders of
both GVC and bwin.party to benefit from cost savings and
synergies of at least €125 million per annum that are predicted as a
result of the acquisition and consequent restructuring and
refocusing of the Enlarged Group.
The acquisition of Sportingbet clearly demonstrates GVC’s ability
to successfully acquire, integrate and turn-around a Sportsbook
business. With bwin labels Sportsbook business generating
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approximately 60 per cent. of bwin.party’s 2014 NGR and more
EBITDA than any other business unit, GVC’s experienced
Sportsbook management team is well-positioned to achieve the best
results from a combination with bwin.party.
There are opportunities to improve the financial performance of
bwin.party’s casino and poker operations by restructuring and
refocusing those business activities, as well as potential benefits
from integrating other operations of GVC and bwin.party, including
accounting, finance, legal, IT, human resources and external
communications.
The proposed issue of new GVC Shares by the Company is being
made in connection with the proposed recommended offer by GVC
for the entire issued and to be issued ordinary share capital of
bwin.party, to be effected by way of a Court-sanctioned scheme of
arrangement of bwin.party under Part VIII of the Gibraltar
Companies Act.
The Company intends to issue new GVC Shares as consideration to
bwin.party Shareholders. The Company is also proposing to raise
net proceeds of approximately £145.1 million through the
Fundraising which will be used by the Company to, amongst other
things, fund reorganisation costs within the Enlarged Group, repay
existing debt facilities of bwin.party and for generally working
capital purposes, divided approximately as follows:

E3

Terms and conditions
of the offer

Reorganisation costs

£44 million

Debt repayment

£45 million

Working capital

£56.1 million

It is intended that the Acquisition will be effected by way of a
Court-sanctioned Scheme under Part VIII of the Gibraltar
Companies Act.
The purpose of the Scheme is to provide for GVC to become the
holder of the entire issued and to be issued share capital of
bwin.party.
Pursuant to the Acquisition, if the Scheme becomes Effective,
Scheme Shareholders will be entitled to receive:
for each Scheme Share:

25 pence in cash; and
0.231 Consideration Shares

Scheme Shareholders may elect to vary the proportions in which
they receive cash and Consideration Shares in respect of their
holding of Scheme Shares under the terms of a Mix and Match
Facility, although the total number of GVC Shares to be issued to
Scheme Shareholders will not be increased as a result of elections
under the Mix and Match Facility. To the extent that elections for
Consideration Shares cannot be satisfied in full they will be scaled
down on a pro rata basis.
The Acquisition will result in the allotment and issue of
approximately 195,205,603 new GVC Shares to bwin.party
Shareholders, which would result in former bwin.party
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Shareholders holding approximately 66.8 per cent. of the Enlarged
Issued Share Capital (assuming the Fundraising completes in
accordance with its terms).
The Acquisition will be on the terms and subject to the Conditions
set out in the Scheme Document and will only become effective if,
among other things, the following conditions are satisfied or, where
applicable, waived on or before 31 March 2016:
•

a resolution to approve the Scheme is passed at the
bwin.party Shareholder Court Meeting by a majority in
number of the bwin.party Shareholders present and voting,
either in person or by proxy, representing three-quarters or
more in value of the bwin.party Shares held by those
bwin.party Shareholders;

•

the bwin.party Shareholder Resolution necessary to
implement the Scheme is passed by the requisite majority of
bwin.party Shareholders at the bwin.party General Meeting;

•

the Scheme is sanctioned by the Court;

•

an office copy of the Scheme Court Order is delivered to the
Registrar of Companies within seven days after it is made;

•

approvals of the Offer from, amongst others: the UK
Financial Conduct Authority (in respect of the change of
control of the Kalixa payments business); the Gibraltarian
Financial Services Commission (in respect of the change
of control of InterTrader Limited); the Licensing Authority
of Gibraltar (Gaming Division) in respect of the change of
control of bwin.party’s Gibraltar business; the Malta Gaming
Authority in respect of the change of control of bwin.party’s
Malta Gaming Authority licensed entity; the French Ministry
of Economy in respect of the change of control of
bwin.party’s French business; and the German Federal Cartel
Office are obtained;

•

each of the GVC Shareholder Resolutions is passed by the
requisite majority of GVC Shareholders at the GVC General
Meeting; and

•

the GVC Shares (including the New GVC Shares to be
issued pursuant to the Offer and the Fundraising) are
admitted to trading.

E4

Interests material to
the offer including
conflicting interests

Not applicable. There is no interest, including any conflicting
interest, that is material to the issue/offer.

E5

Selling
shareholder/lock-up
arrangements

Not applicable. There is no security being sold and no lock-up
arrangements in place.

E6

Dilution

The Fundraising will result in the issue of 35,545,024 new GVC
Shares to new and existing institutional investors. Furthermore, if
the Scheme becomes Effective, it will result (assuming no options
or awards under the bwin.party Share Plans are exercised prior to
the Court’s sanction of the Scheme), in the issue to bwin.party
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Shareholders of approximately 195,205,603 Consideration Shares,
being the maximum number of new GVC Shares to be issued to
bwin.party Shareholders pursuant to the Offer and the related Mix
and Match Facility.
In aggregate, therefore, the Consideration Shares together with the
Placing Shares and the Subscription Shares (assuming that the
Fundraising completes in accordance with its terms) will represent
approximately 79.02 per cent. of the Enlarged Issued Share Capital.
Accordingly, the existing GVC Shares will represent 20.98 per cent.
of the Enlarged Issued Share Capital.
E7

Estimated expenses
charged to the investor

Not applicable. No expenses will be charged to any investor by
GVC in respect of the Transaction.
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RISK FACTORS
Any investment in ordinary shares carries a number of risks. Prospective investors should review this
document carefully and in its entirety and consult with their professional advisers before acquiring any GVC
Shares. Prospective investors should also consider the risks and uncertainties described below, together with
all other information in this document, before making any investment decision.
A number of factors can affect the operating results, financial condition and prospects of the GVC Group,
the bwin.party Group and, following the Effective Date, will affect the Enlarged Group. This section
describes risk factors considered by the GVC Directors to be material in relation to the GVC Group and the
bwin.party Group as discrete groups. These risks will, following the Effective Date, be equally relevant to
the Enlarged Group.
However, the risk factors described below should not be regarded as a complete and comprehensive
statement of all potential risks and uncertainties and should be used as guidance only. Additional risks and
uncertainties that are not presently known to the GVC Directors, or which they currently deem immaterial,
may also have an adverse effect on the operating results, financial condition or prospects of the GVC Group
and the bwin.party Group and, following the Effective Date, the Enlarged Group. If any such risks were to
materialise the price of GVC Shares could decline as a consequence and investors could lose all or part of
their investment.
1.

RISKS RELATING TO THE TRANSACTION

1.1

Completion is subject to certain conditions which may not be satisfied or waived
Completion is conditional upon the satisfaction or, where applicable, waiver of a number of conditions
on or before 31 March 2016 (the “Long Stop Date”) including, among other things, the approval of
the Scheme by a majority in number of the Scheme Shareholders present and voting, either in person
or by proxy, representing three-quarters or more in value of the Scheme Shares held by those Scheme
Shareholders, all resolutions necessary to: (i) approve and implement the Scheme; and (ii) approve
certain related matters being duly passed by the requisite majority or majorities at any general meeting
of GVC and bwin.party or at any adjournment of that meeting, and the sanction of the Scheme with
or without modification (but subject to any such modification being acceptable to bwin.party) by the
Court. These Conditions are summarised in more detail in paragraph 5.1 of Part 1 of this document
and in the Scheme Document.
The Acquisition is also subject to approvals (or, where applicable, waiver) from various gaming
authorities and financial services authorities and from the German Federal Cartel Office. Certain
approvals have already been obtained including: approval in principle from the Gibraltar Gambling
Commissioner and the Malta Gaming Authority; approvals from the UK Financial Conduct Authority
and the Gibraltarian Financial Services Commission; and merger clearance from the German Federal
Cartel Office. Although the Directors believe that remaining clearances from other such authorities
should be forthcoming, it is possible that GVC or bwin.party may not obtain these clearances, or that
they may not be obtainable within a timescale acceptable to GVC or bwin.party, or that they may only
be obtained subject to certain conditions or undertakings, such as the disposal of parts of the GVC or
bwin.party businesses, which may not be acceptable to GVC or bwin.party. In the event that any
required clearance is not obtained or if any other condition is not fulfilled or waived, the Acquisition
may not be completed. Furthermore, it is possible that the relevant authorities may attach conditions
to their approval of the Acquisition which might delay or prevent the realisation of certain synergies
identified by GVC or bwin.party.
In addition, in some jurisdictions, notifications to gaming authorities are voluntary and GVC or
bwin.party may decide not to notify, bearing the risk that the authorities may later open an
investigation on their own initiative. Authorities in such jurisdictions may request that a notification
be filed and may require the Enlarged Group to give certain undertakings such as disposing parts of
its business, to satisfy regulatory or competition concerns. If this were to happen, it could have a
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material adverse effect on the business, results of operations, financial condition and prospects of the
Enlarged Group.
If the Conditions are not satisfied or, where applicable, not waived on or before the Long Stop Date,
neither the Acquisition nor Admission will proceed, the benefits expected to result from the
Acquisition will not be achieved, none of the Consideration Shares, the Placing Shares or the
Subscription Shares will be issued and the market price of the GVC Shares and the bwin.party Shares
may be adversely affected.
1.2

The City Code does not apply to the Acquisition
Notwithstanding that the City Code does not ordinarily apply to bwin.party as a company
incorporated in Gibraltar, bwin.party has incorporated certain takeover-related provisions into its
articles of association but these do not provide bwin.party Shareholders (or GVC Shareholders in the
context of the Offer) with the full protections offered by the City Code and enforcement of such
provisions are the responsibility of bwin.party, not the Takeover Panel.
The bwin.party Board has decided, in accordance with its articles of association, that the Acquisition
should be implemented as far as possible as if it were governed by the City Code. As such, GVC has
agreed in the Co-operation Agreement that the City Code shall apply to it and that it shall observe and
comply with the City Code in relation to the conduct and execution of the Offer (and to the exercise
of each party’s rights and performance of its obligations under the Co-operation Agreement and any
other agreements relating to the Offer) as though bwin.party were subject to the City Code and
otherwise on the terms set out in the Co-operation Agreement, which are described in paragraph 19.2
of Part 10 of this document. The bwin.party Board has reserved the right, in the bwin.party articles
and the Co-operation Agreement, to apply its discretion as to whether the City Code applies in any
particular circumstance and as such has taken on the role usually assumed by the Takeover Panel
(when the City Code applies as a matter of law).
Under the Co-operation Agreement, GVC and bwin.party have agreed to establish a committee (the
“Code Committee”) which shall be responsible for determining the application and interpretation of
the City Code to the satisfaction, waiver or invoking of any of the conditions to the Offer other than
where such matter is expressly provided for in the Co-operation Agreement. Where the Code
Committee is unable to come to a majority decision, such question may be referred to an independent
expert (“Code Expert”).
The bwin.party Board, Code Committee or Code Expert could therefore, in their discretion, decide to
impose conditions or place more onerous obligations on GVC in its implementation of the Acquisition
than those which might ordinarily be imposed by the Takeover Panel. This could result in the costs of
the Acquisition being greater than originally anticipated by GVC.

1.3

Even if a material adverse change to the GVC Group or the bwin.party Group’s business or
prospects were to occur, in certain circumstances neither the GVC Group nor the bwin.party Group
may be able to invoke the Conditions and terminate the Acquisition, which could reduce the value
of the Enlarged Issued Share Capital
The Conditions to the Acquisition include conditions that there is no material adverse change affecting
the GVC Group or the bwin.party Group before the Scheme is sanctioned by the Court. As GVC and
bwin.party have agreed in the Co-operation Agreement that the Acquisition should be implemented as
far as possible as if it were governed by the City Code, save for certain anti-trust, regulatory and
Scheme-related conditions, neither the GVC Group nor the bwin.party Group may invoke a Condition
to the Acquisition to cause the Acquisition not to proceed unless the Code Committee, or if applicable,
the Code Expert, is satisfied that the circumstances giving rise to that Condition not being satisfied
are of material significance to the GVC Group or bwin.party Group in the context of the Acquisition.
If a material adverse change affecting the GVC Group or the bwin.party Group were to occur and the
Code Committee, or if applicable, the Code Expert did not allow the GVC Group or the bwin.party
Group to invoke a condition to cause the Acquisition not to proceed, the market price of GVC Shares
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(or following the Effective Date, the Enlarged Company’s shares) may decline or the GVC Group’s
business or financial condition (or following the Effective Date, the Enlarged Group’s business or
financial condition) may be materially adversely affected. As a result, the value of GVC Shares may
be reduced.
1.4

In the event that the Acquisition does not proceed, GVC may not be able to realise shareholder
value
The GVC Directors believe that the Acquisition is in the best interests of GVC Shareholders and that
it currently provides the opportunity to deliver significant value to GVC Shareholders. If the
Acquisition and/or the Fundraising does not complete, the GVC Group’s ability to deliver value for
GVC Shareholders or to implement the GVC Group’s stated strategy may be prejudiced and the value
of the GVC Shares may be reduced.

1.5

If there are significant, unforeseen difficulties integrating certain of the business operations of the
GVC Group and the bwin.party Group they could adversely affect the business of the Enlarged
Group
GVC intends to integrate its own operations with those of the bwin.party Group, as set out in Part 1
of this document. GVC’s goal in integrating these operations is to increase revenues and cashflows
through enhanced growth opportunities and the delivery of significant financial synergies as a result
of integrating both businesses. To the extent that the Enlarged Group is unable to efficiently integrate
the operations, realise cost reductions and avoid unforeseen costs or delays in the integration process,
there may be a material adverse effect on the business, results of operations, financial condition and
prospects of the Enlarged Group.
The integration of the GVC Group and the bwin.party Group will be supported by a strong
management team; however, no assurance can be given that the integration process will deliver all or
substantially all of the expected benefits or realise such benefits in a timely manner. GVC may also
encounter difficulties integrating its operations with those of the bwin.party Group, resulting in a
delay or the failure to achieve the anticipated synergies and cost savings. Some of the key potential
difficulties relating to the integration of the businesses of the two groups include:
(a)

the unexpected loss of key personnel and customers;

(b)

difficulties in integrating the financial, technological and management standards, processes,
procedures and controls of the two groups;

(c)

challenges in managing the increased scope, geographic diversity and complexity of the
Enlarged Group’s operations;

(d)

attempts by third parties to terminate or alter their existing contracts with the GVC Group or
the bwin.party Group;

(e)

conflicts between the interests of the GVC Group and the bwin.party Group; and

(f)

failure to mitigate contingent and/or assumed liabilities.

Any such difficulties could lead to higher than anticipated integration costs, which would adversely
affect the anticipated benefits of integration. If such difficulties are significant, this could adversely
affect the operational and financial performance of the Enlarged Group.
1.6

The GVC Group may not realise the targeted level of synergies
The GVC Directors expect that, as a result of the Acquisition, the Enlarged Group will be able to
realise synergies and cost reductions of at least €125 million per annum (on a run rate basis, when
measured against GVC and bwin.party results for the financial year ended 31 December 2014) of
which 58 per cent. will be achieved in 2016 (assuming Completion occurs by 2 February 2016) and
the balance by the end of 2017. The estimate regarding the potential cost synergies resulting from the
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Acquisition included in this document are based on the GVC Directors’ assessment of information
currently available and may prove to be incorrect. The Enlarged Group may not realise the anticipated
benefits of the Acquisition and may not be successful in integrating the business and operations of the
GVC Group and the bwin.party Group. A failure to deliver all, or substantially all, of the expected
benefits or realise such benefits in a timely manner could have a material adverse effect on the
business, results of operations, financial condition and prospects of the Enlarged Group.
1.7

The GVC Group may incur higher than expected integration and Acquisition-related costs
GVC expects to incur significant one-off expenses associated with combining the operations of the
two groups, anticipated to be approximately €60 million, over 95 per cent. of which are expected to
be incurred by the end of 2016. GVC will incur legal, accounting and transaction fees and other costs
related to the Transaction of approximately €47 million (excluding value added tax). In addition, GVC
will acquire bwin.party together with its obligations to pay (i) transaction expenses totalling
approximately €15.9 million (excluding value added tax), and (ii) payment obligations associated
with the cash out of share options under the bwin.party Share Plans totalling €25,690,754. Some of
these costs are payable regardless of whether the Acquisition is completed and such costs may be higher
than anticipated. Although GVC believes that the elimination of certain costs, as well as the realisation
of other efficiencies related to the integration of the businesses, will offset these implementation and
acquisition costs over time, this net benefit may not be achieved within the expected timetable. In
addition, some of these costs could be higher than GVC anticipates, which could reduce the net benefits
of the Transaction and the operational and financial performance of the Enlarged Group.

1.8

Potentially disruptive effect of the Acquisition on the GVC Group and the bwin.party Group
Whether or not the Acquisition completes, the prospect of the Acquisition completing could cause
disruptions in the businesses of the GVC Group and/or the bwin.party Group. Specifically, if the
Acquisition completes, some current and prospective employees may experience uncertainty about
their future roles within the Enlarged Group, which may adversely affect the GVC Group’s and the
bwin.party Group’s abilities and, following the Effective Date, the Enlarged Group’s ability to retain
or recruit key managers and other employees. If the GVC Group and the bwin.party Group or,
following the Effective Date, the Enlarged Group fail to manage these risks effectively the business
and financial results of the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group could be adversely affected.

1.9

The Acquisition will materially increase the net indebtedness of the Enlarged Group and may
restrict operational flexibility
(a)

GVC has entered into a €400 million term loan credit facility with Cerberus Business Finance,
LLC (“Cerberus Loan Agreement”) which will be used to finance the Acquisition and pay
related costs. As a result, the Enlarged Group will be subject to restrictive covenants (normal
for a debt facility of this nature). Where the Enlarged Group wishes to enter into a transaction
or undertake corporate action which is not permitted under such covenants it will need to obtain
the prior consent of Cerberus (or any entity to which the Cerberus Loan is syndicated) and there
can be no guarantee that such consent would be obtained. This may restrict the operational and
financial flexibility of the Enlarged Group with respect to, among other things, paying
dividends (including its ability to pay such dividends as are envisaged under its present
dividend policy), making minority or joint venture investments, granting security, making
acquisitions, entering into mergers, making disposals or incurring financial indebtedness, in
each case unless such matter is expressly carved-out from the relevant restrictive covenant or
can be accommodated within the customary general baskets, materiality thresholds and, where
applicable, debt incurrence ratios provided for in the Cerberus Loan Agreement and associated
finance documents.

(b)

Although, in the GVC Directors’ opinion, the available working capital is sufficient for the
Enlarged Group’s current requirements, that is for at least the next 12 months following the
date of this document, like any company with borrowings, the Company is subject to the risk
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that, in the longer term, the Enlarged Group may be unable to generate sufficient cashflow, or
obtain sufficient funding, to satisfy its obligations to service or refinance the indebtedness
incurred as a consequence of the Acquisition. The GVC Board believes that the GVC Group’s
current financial condition, cash generation and capital reserves, coupled with that of the
bwin.party Group and, following the Effective Date, the Enlarged Group, are sufficient to
enable it to comply with the financial covenants under its loan facilities for at least the next
12 months from the date of this document. The GVC Directors also believe that there is a
prudent level of headroom in the Company’s covenants. However, any deterioration in any of
the Enlarged Group’s business operations or business generated in the Material Territories may
have a material adverse effect on earnings, which, in the long run, could affect the GVC Group,
the bwin.party Group and, following the Effective Date, the Enlarged Group’s ability to comply
with certain of the financial covenants under its loan facilities. There can be no assurance that
the Company can continue to comply with its financial covenants in the longer term.
1.10 If a bwin.party Shareholder makes an election under the Mix and Match Facility, such holder may
not receive the consideration in the proportion of Consideration Shares and cash requested
There is a Mix and Match Facility available to bwin.party Shareholders. Under the Mix and Match
Facility, bwin.party Shareholders (save for those bwin.party Shareholders in Restricted Jurisdictions)
may elect to vary the proportions in which they receive Consideration Shares and cash consideration,
subject to equal and opposite elections made by other bwin.party Shareholders. To the extent that
elections cannot be satisfied in full, they will be scaled down on a pro rata basis. As a result,
bwin.party Shareholders who make an election under the Mix and Match Facility may not have their
election under the Mix and Match Facility satisfied in full or at all, and they will not know the exact
number of Consideration Shares or the amount of cash that they will receive until the settlement of
consideration under the terms of the Acquisition.
1.11 Market fluctuations may reduce the overall value of the consideration in the Acquisition
Unless a successful Mix and Match Facility election is made, each bwin.party Share will be
exchanged for 25 pence in cash and 0.231 Consideration Shares. Any fluctuation in the market price
of the GVC Shares between the date of publication of this document and the Effective Date will
increase or decrease the value of the consideration received. In addition, any successful election made
under the Mix and Match Facility to receive additional Consideration Shares may have the effect of
increasing or decreasing (as the case may be) the impact which any such fluctuation in the value of a
Consideration Share may otherwise have on the value of consideration received for each bwin.party
Share.
1.12 GVC Shareholders will experience dilution as a result of the Fundraising and the Acquisition
Not all GVC Shareholders are taking part in the Fundraising. As a result of the number of new GVC
Shares to be issued under the terms of the Scheme and the Fundraising, most GVC shareholders will
experience dilution in their ownership and voting interests.
The GVC Shares to be issued pursuant to the Fundraising will result in the issue of 35,545,024 new
GVC Shares to new and existing institutional investors. Furthermore, if the Scheme becomes
Effective, it will result (assuming that the Fundraising completes in accordance with paragraph 7 of
Part 1 of this document and that no options or awards under the bwin.party Share Plans are exercised
prior to the Court’s sanction of the Scheme), in the issue to bwin.party Shareholders of approximately
195,205,603 Consideration Shares, being the maximum number of new GVC Shares to be issued to
bwin.party Shareholders pursuant to the Offer and the related Mix and Match Facility. Holders of
GVC Shares will therefore experience dilution in their ownership and voting interests in the Enlarged
Issued Share Capital at Admission.
In aggregate, therefore, the Consideration Shares together with the Placing Shares and the
Subscription Shares (assuming that the Fundraising completes in accordance with its terms) will
represent approximately 79.02 per cent. of the Enlarged Issued Share Capital. Accordingly, the
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existing GVC Shares will represent approximately 20.98 per cent. of the Enlarged Issued Share
Capital. These figures are based on the number of bwin.party Shares in issue as at the close of business
on 11 November 2015 (being the latest practicable date prior to the date of publication of this
document) and assume that there are no other issues of GVC Shares or bwin.party Shares (including
under the GVC Share Plans or bwin.party Share Plans) between 11 November 2015 (being the latest
practicable date prior to the date of publication of this document) and the date of Admission, and that
195,205,603 Consideration Shares are issued in connection with the Acquisition.
As a consequence, the number of voting rights which can be exercised and the influence which may
be exerted by existing GVC Shareholders in respect of the Company following Completion will be
reduced.
1.13 The Enlarged Company may not be able to transition to a Premium Listing
The GVC Directors intend to seek a Premium Listing for the Enlarged Company, subject to meeting
the eligibility criteria contained in Chapter 6 of the Listing Rules. Whilst the GVC Directors believe
that meeting such eligibility criteria is eminently achievable, there can be no assurance that the
Enlarged Company will meet the eligibility criteria for a Premium Listing or that a transition to a
Premium Listing will be achieved. In addition, there may be a delay between the date of listing on the
standard segment and GVC’s current intended date by which it wishes to achieve a Premium Listing,
being as soon as practicable following publication of the GVC Report and Accounts for the financial
year ending 31 December 2015.
If the Enlarged Company does not achieve a Premium Listing, the Enlarged Company will not be
obliged to comply with the higher standards of corporate governance or other requirements to which
it would be subject upon achieving a Premium Listing and, for as long as the Enlarged Company
continues to have a Standard Listing, it will only be required to continue to comply with the lesser
standards applicable to a company with a Standard Listing. Further details regarding the consequences
of a Standard Listing are set out in paragraph 13 of Part 1 of this document.
In addition, if the Enlarged Company was unable to achieve a Premium Listing this may have an
adverse effect on the demand for and valuation of GVC Shares.
1.14 Breach of change of control provisions in bwin.party Group contracts triggered by the Acquisition
The bwin.party Group has a number of ordinary course contracts that contain change of control
termination provisions. The Acquisition could constitute a change of control under certain of these
contracts. There can be no assurance that consents to the Acquisition will be forthcoming from all
counterparties prior to Completion or that the bwin.party Group has identified all contracts with
change of control clauses that are material to its business. If the Acquisition breaches the change of
control clause in a material contract or in a number of contracts that are material to the business of the
bwin.party Group and, following the Effective Date, the Enlarged Group, and the relevant
counterparty consent cannot be obtained, this could have a material adverse effect on the business,
results of operations, financial condition and prospects of the Enlarged Group.
2.

LEGISLATIVE AND REGULATORY RISKS

2.1

Current or future legislation or regulation may prohibit, restrict or deregulate online gaming
Current or future legislation or regulation may prohibit or restrict (or may be interpreted or amended
in such a way as to prohibit or restrict) certain activities of the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group and this may present a higher risk in certain Material
Territories. In addition, legislation may be implemented which nationally regulates online gaming
with commercially undesirable consequences such as onerous compliance requirements, punitive tax
regimes, large bonds, limited product offerings, ring-fenced liquidity or caps on the number of
licensees such that it is not commercially viable to obtain a licence for the Enlarged Group, with the
consequential financial loss arising from the need to block access by customers from the relevant
market.
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The supply of online gaming is not unequivocally legal in all jurisdictions in which customers of the
GVC Group and, following the Effective Date, the Enlarged Group, may elect to play. The GVC
Group is and, following the Effective Date, the Enlarged Group will be, licensed to supply gaming
services from jurisdictions where they are (and will be) based but not in every jurisdiction where a
customer is located.
Details of the legal arguments for taking online gaming and betting custom in jurisdictions in which
the provider does not hold a local licence, which have been used by the online gaming industry to
justify its position, are set out in Part 8 of this document. They include arguments that the legislation
in such jurisdictions may not accord with conflicts of law principles and/or runs counter to trade treaty
obligations.
There is a risk in all the other countries into which the GVC Group and, following the Effective Date,
the Enlarged Group makes supplies without a local licence that regulators or prosecutors in those
countries take legal action, and a defence based on the justifications noted in Part 8 of this document
may not ultimately be successful. The risk may manifest itself in a number of ways, including the
arrest of key directors, executives or employees (in some cases even if not present in the relevant
jurisdictions), criminal sanctions and penalties, as well as civil and administrative enforcement
actions, fines, funds seizures and payment blocks and ISP blacklisting, some of which may be more
readily enforceable within an economic area such as the EEA. Even if any and all claims could be
successfully defended, there would be a resultant loss of reputation, potential loss of revenue and
diversion of management time. This risk cannot be eradicated in jurisdictions where no open and
freely competitive local licensing regime exists or where the GVC Group and, following the Effective
Date, the Enlarged Group has such a small proportion of business it may not be aware of a change in
enforcement appetite or attitude.
Even where a jurisdiction decides to regulate online gaming, it may not be commercially desirable to
secure a licence in such a jurisdiction for the reasons set out in Part 8 of this document.
Moreover, as the bwin.party Group is licensed and operates in jurisdictions where the GVC Group
does not (for example, Belgium), the Enlarged Group will be subject to legal and compliance risks in
more jurisdictions than the GVC Group alone. In addition, it is possible that the bwin.party Group’s
individual conduct in any specific jurisdiction may have differed from that of the GVC Group and
could therefore, following Completion, have an adverse impact on the good standing of the Enlarged
Group with the regulatory or enforcement authorities in any such jurisdiction, thereby potentially
exposing the Enlarged Group to enforcement action or litigation. Furthermore, the increased visibility
of the Enlarged Group, resulting from the increased aggregate volume of its operations, could draw
additional scrutiny from governmental and enforcement authorities.
All of the above may ultimately result in the business being compromised or even shut down in the
affected jurisdictions or such jurisdictions having to be blocked by the GVC Group and, following the
Effective Date, by the Enlarged Group. This carries with it the consequent risk to the ongoing
profitability of the GVC Group and, after the Effective Date, the Enlarged Group’s business. The
impact of the withdrawal of the Enlarged Group from a market would depend on how material that
market was to the Enlarged Group’s business. However, were such an event to take place, the Enlarged
Group would seek to mitigate any adverse financial impact by reducing the size of its business
functions as appropriate and focusing on alternative markets.
The GVC Group and, following the Effective Date, the Enlarged Group will take active steps to try to
mitigate risk by the monitoring of legal and regulatory developments in all material markets and
generally by seeking to keep abreast of legal and regulatory developments impacting the online
gaming industry. This does not amount to a continuous monitoring of all jurisdictions from which it
does or will derive income. The GVC Group has adapted (and the Enlarged Group will adapt) its
regulatory policy on the basis that its material markets may change either by acquisition or marketing
and if it is believed that such a territory may ultimately contribute to three per cent. or more of
revenue, a local legal opinion will be commissioned in order to evaluate risks more fully. Despite this,
there is a risk that the GVC Group and, following the Effective Date, the Enlarged Group, has or may
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continue to take business from jurisdictions where the full extent of the enforcement risk is unknown
or not judged correctly. However, the GVC Group and, following the Effective Date, the Enlarged
Group will expend time and significant resources constantly evaluating measures to contain and if
feasible reduce risk in the ways more fully described in Part 8 of this document.
Turkey, Greece and Germany are among the markets in which the Enlarged Group will operate. Each
of these markets has risks associated with it and specific attention is therefore drawn to them below.
(a)

Germany
German law relating to online gaming is in a state of flux due to the German Interstate Treaty
on Gambling which came into force on 1 July 2012 and is subject to ongoing legal challenge
before German and European courts. An overview of the relevant German law and the issues
raised by it is set out in Part 8 of this document. This legal uncertainty is exacerbated by the
fact that one federal state, Schleswig-Holstein, passed its own, more liberal, Gambling Act
rather than sign the Interstate Treaty and, prior to revoking this Act on 24 January 2013, granted
several licences to sports betting and online casino game operators (including to the bwin.party
Group in relation to online sports betting and online casino including poker) which are in
conflict with the Interstate Treaty – which only allows licences for sports betting – giving rise
to arguments that the overall regulatory framework in Germany on gaming is inconsistent with
the Treaty on the Functioning of the European Union. It is, however, unclear if and to what
extent challenges against the framework will be successful.
Whilst the legislation revoking Schleswig-Holstein’s Gambling Act enables the bwin.party
Group to continue to make use of its Schleswig-Holstein licence in relation to players situated
in Schleswig-Holstein, it is uncertain what licences the GVC Group, the bwin.party Group or,
following the Effective Date, the Enlarged Group will be able to secure and maintain in order
to offer their sports betting products in the overall territory of Germany. In the absence of
appropriate licences the German authorities may attempt to initiate ISP blacklisting, payment
blocking or recovery of taxes relating to German supplies.
Various subsidiaries of the bwin.party Group have been issued prohibition orders under the
Interstate Treaty and related legislation, as well as under earlier legislation, by certain German
States. The bwin.party Group has filed administrative proceedings challenging each of these
orders. While some of the cases concerning challenges of prohibition orders have been settled
positively for the bwin.party Group, others are pending final adjudication. The bwin.party
Group is not presently subject to any prohibition orders currently being enforced against it.
Following the bwin.party Group’s licence application in the tender process for one of the
20 available Germany-wide sports betting licences, no new prohibition orders have been
initiated against the bwin.party Group.
There is currently one case pending before the CJEU, C–336/14 (Ince), challenging the federal
legislation and in particular the German Sportsbook licence tender. The CJEU’s Advocate
General issued an opinion on 22 October 2015 which was highly critical of the German
legislative framework. The opinion provides that the criminal enforcement against illegal
gambling, at least with regard to illegal sports betting, must be suspended. A final ruling in this
case is expected by the end of March 2016. Furthermore, a recent decision of the Higher
Administrative Court of Hesse has confirmed that several aspects of the sports betting licensing
process are contrary to EU law. The effect is that at present no new licences may be issued for
sports betting. In addition, the licensing process will either have to be restarted or changes to
the Interstate Treaty will need to be made.
Separately, two parallel cases on the prohibition of poker and casino games and on the current
regulation of sports betting are pending against other online gaming companies before the
Federal Supreme Court (Bundesgerichtshof) and are scheduled to be heard in June 2016. A
potentially negative outcome to these cases may lead to increased enforcement of the
prohibitions under the German Interstate Treaty on Gambling that are targeted at various

28

operators providing online gaming to customers in Germany, including the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group. However, the
Advocate General opinion and the decision of the Higher Administrative Court of Hesse would
suggest that a negative decision is less likely.
It is difficult to quantify the risk or the possible defences to such enforcement action. Amended
legislation is expected in due course and is likely to be proactively enforced. Should
enforcement action be taken, it may not only divert management time but, ultimately, may
necessitate a withdrawal from the German market with a consequential material adverse impact
on the financial condition of the GVC Group and, following the Effective Date, the Enlarged
Group.
(b)

Greece
Greek law relating to online gaming is also in a state of flux. It is summarised in Part 8 of this
document. Greece is in the process of implementing an online gaming licensing regime.
However, there is uncertainty around which licences will be available for which online gaming
products. Whilst the GVC Group has secured an interim licence for an element of its Greek
business, it is uncertain whether this authorisation would permit the supply of all of its products
and services (including online betting) under a new online gaming licensing regime. Therefore
there is a risk that at some stage in the near future the GVC Group or, following the Effective
Date, the Enlarged Group will be required to exit or partially exit the Greek market with a
consequential material adverse impact on the financial condition of the GVC Group (and,
following the Effective Date, the Enlarged Group).

(c)

Turkey
The GVC Group has been targeting the Turkish-speaking market through its Betboo Turkish
Business since January 2011. On 21 November 2011, East Pioneer Corporation B.V. (“EPC”)
completed the acquisition of Sportingbet’s Turkish language website, www.superbahis.com,
and associated offshore assets. Although EPC is not part of the GVC Group, the GVC Group
provides support services to EPC in order to enable EPC to operate the Superbahis Business,
including the use of GVC’s servers located in Malta. This means that the GVC Group may be
exposed to the risks in relation to the Superbahis Business in addition to its own Betboo
Turkish Business. The fees payable to the GVC Group by EPC as consideration for the supply
of services in relation to the Superbahis Business may be impacted by any disruption to the
Superbahis Business as a result of the risks described below.
The law in Turkey prohibits online gaming within Turkey. The relevant Turkish legislation is
summarised in paragraph 5.7 of Part 8 of this document.
The Turkish authorities made arrests in May 2008 of certain Turkish nationals who were
allegedly providing support services to the Sportingbet Group’s business in Turkey (the “2008
Proceedings”). In April 2011 a bill of indictment was issued in Istanbul against four different
former employees of the Sportingbet Group in Turkey (the “2011 Proceedings”). The bill
alleged a breach of Turkish online gaming legislation, notwithstanding the online betting and
gaming licences issued from other jurisdictions under which the Sportingbet Group accepted
business from Turkey at the time. None of the individuals involved in the 2008 Proceedings and
the 2011 Proceedings is currently employed within the GVC Group nor is the GVC Group
involved in those proceedings.
The 2008 Proceedings were decided by the Istanbul 8th Criminal Court of First Instance (File
No. 2011/135 E. 2014/317 K.) in September 2014 and imposed a custodial sentence and
substantial fine on one individual. Lower fines were imposed on the other suspects and their
custodial sentences were suspended. This judgment is currently the subject of an appeal.

29

The 2011 Proceedings were decided by the Istanbul 38th Criminal Court of First Instance (File
No. 2011/863 E.) in April 2015 and imposed custodial sentences and fines on four individuals.
This judgment is currently the subject of an appeal.
These prosecutions are illustrative of the enforcement attitude of the Turkish authorities and
their capacity to arrest individuals present in Turkey for the alleged breach of Turkish online
gaming legislation. Accordingly, there is a risk that there is an attempt to arrest key executives
or employees of the GVC Group engaged in the Turkish Businesses, if they are present in
Turkey, or to extradite such individuals from outside Turkey to face charges in Turkey. Whilst
the GVC Directors are not aware of any attempts by the Turkish authorities to take such action
(other than that referred to above), were they to successfully do so this could result in the loss
of key executives or employees from the business and a resultant potential loss of revenue and
diversion of management time.
The Turkish Businesses may be compromised by restrictions on payment services or if ISP
blocking by the Turkish authorities becomes so effective that the GVC Group and, following
the Effective Date, the Enlarged Group, will need to exit the Turkish market, with a
consequential material adverse impact on the financial condition of the GVC Group.
2.2

The regulatory risks to the Enlarged Group may be greater where it has a physical presence
The Enlarged Group will have a physical presence in Austria, Bulgaria, France, Gibraltar, Great
Britain, India, Ireland, Israel, Malta, Slovakia, Spain, Ukraine, Uruguay and the US. Local authorities
are more likely to focus on businesses which have a physical presence in their jurisdiction since it is
easier for such authorities to bring or enforce actions against such businesses and freeze their assets
if local laws are violated. Any breach of local laws by the Enlarged Group in a jurisdiction in which
it will have a physical presence is more likely to result in enforcement action being taken against it,
compared to if such breach were to occur in a jurisdiction where it does not have a physical presence.
In particular, if the Enlarged Group is unable to utilise its infrastructure to run the gaming and betting
operations as a result of successful enforcement action taken by authorities, this could have a material
adverse effect on the business, results of operations, financial condition and prospects of the Enlarged
Group.

2.3

Online gaming and betting contracts may be unenforceable
In several of the key markets of the GVC Group and the bwin.party Group, online gaming and betting
contracts are deemed by law either to be null and void or unenforceable. Although the choice of law
clauses in end-user terms and conditions stipulate that gaming and betting transactions take place in
the location of the operator, there is a risk that customers who have placed bets on an online gaming
and betting site could later demand to recover the funds that they have wagered from the operators of
the site. If such claims were successful, it could encourage others to bring similar claims which could
have a material adverse effect on the business, results of operations, financial condition and prospects
of the Enlarged Group.

2.4

Enforcement action against individuals
If regulatory authorities take actions against players, this could reduce the demand for the product
offerings of the Enlarged Group. There are a number of markets in which the GVC Group and the
bwin.party Group have, and in which, following the Effective Date, the Enlarged Group will have,
customers where it may be illegal or may become illegal under domestic laws for individuals to
engage in online gaming. To date, regulatory agencies have been reluctant to enforce these laws
against private individuals. Any attempt in the future by regulatory authorities to enforce such
provisions against private individuals could significantly affect demand for the services provided by
the Enlarged Group and thereby have a material adverse effect on the business, results of operations,
financial condition and prospects of the Enlarged Group.
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2.5

Dependence on regulatory licences and approvals for gaming activities and to maintain tax
structures
(a)

Various GVC Group members and bwin.party Group members currently hold, and remain
dependent upon, licences in relation to their respective gaming-related activities. Under certain
of these licences, approval from the relevant regulator is required as a consequence of the
Acquisition. There is no guarantee that any licences or approvals will be provided or renewed
and, even where provided or renewed, that this will occur on favourable terms. Similarly there
is no guarantee that licences will not be terminated early, or that any current tax payable on
online gaming activities from the relevant jurisdiction will not increase or onerous obligations
be introduced. Furthermore, a failure by the GVC Group or, following the Effective Date, the
Enlarged Group to maintain previously existing licences could increase the possibility of
contractual claims being brought against the GVC Group or, following the Effective Date, the
Enlarged Group by its B2B or other partners that may have been adversely affected by such
failure. Any of the above events could materially affect the GVC Group’s and, following the
Effective Date, the Enlarged Group’s business and profitability, as well as cause business
disruption if there was a requirement to relocate technical infrastructure and operations to
another licensing jurisdiction or respond to contractual claims.

(b)

If these licences or approvals were terminated or not renewed or any such renewals were on
less favourable terms, the GVC Directors would consider seeking licences from other
jurisdictions. However, there can be no guarantee that the GVC Group or, following the
Effective Date, the Enlarged Group would be able to obtain licences or approvals in other
jurisdictions or that any such licences or approvals would be on more favourable terms or that
the regulation provided by any such licences or approvals would be as appealing to the GVC
Group’s or following the Effective Date, the Enlarged Group’s customers. The business and
profitability of the GVC Group and, consequently that of the Enlarged Group, could be
adversely affected by any failure to obtain a renewal of any of these licences or by their early
termination or by their renewal on less favourable terms.

(c)

Certain activities of the GVC Group, the bwin.party Group and, following the Effective Date,
the Enlarged Group, could be construed as infringing national law prohibitions, whether
administrative or criminal in nature, by domestic regulatory and/or prosecutorial authorities
where the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group have operations, hold licences or provide services to customers. In the event that this
results in successful prosecutions, these activities could be characterised by prosecuting
authorities as licence infringement, which could lead to the termination or revocation of some
or all of the licences issued by such authority in the relevant jurisdiction. Furthermore, a
successful prosecution of any entity within the Enlarged Group could be grounds for
suspension or revocation of licences held by other entities within the Enlarged Group or of
licences held in other jurisdictions.

(d)

When the Acquisition completes, the Enlarged Group will need to consider what, if any,
licences it wishes to maintain, including the pursuit of outstanding licence applications. This
will depend upon its strategy globally and whether the licences remain commercially viable
and/or whether in certain territories it would be more beneficial not to hold a licence in order
to litigate in connection with the enforceability of a particular regime. Irrespective of the
foregoing there will be licences that the bwin.party Group holds which currently the GVC
Group does not, where application will have to be made to the regulators for a change of
control. In addition, the GVC Group may be required as a result of the Acquisition to seek
approval from certain regulators in jurisdictions where it holds licences. Whilst the risks of this
exercise not being completed successfully are low, there nonetheless remains a risk that a
licence is not maintained or may only be maintained on more onerous terms.

(e)

There is also a dependence on predictable tax regimes underpinning offshore licensing
structures. Given that the tax structures of both the bwin.party Group and GVC Group are
carefully structured and the nature of both businesses are multinational, maintenance of a
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presence in certain jurisdictions may be critical to effective tax planning going forward, which
may not be feasible if the local licences cannot be maintained. Likewise, there is no guarantee
that certain support activities located in jurisdictions where no licensing requirement is
currently necessary will not attract the need for licensing going forward and/or for additional
local taxes for, for example, disaster recovery or for risk management. There is also a risk of
additional costs being incurred by the Enlarged Group in the process of any tax effective
integration, if the current location of people, licences and assets cannot be maintained. If there
is a need to relocate people or technical infrastructure there may also be business continuity
issues, which may also impact the profitability of the GVC Group and, following the Effective
Date, the Enlarged Group.
2.6

Possibility of a requirement by key suppliers to exit or withdraw products from certain markets
Key suppliers such as payment processors, banks or software suppliers (or a regulator, as a condition
of a licence) may determine that a condition of the continuing use of their products and services (or
the continuation of the licence) is that custom from certain territories should be blocked. This may
cause business disruption and loss should the GVC Group and, following the Effective Date, the
Enlarged Group either need to switch suppliers at short notice or discontinue business in certain
territories, either permanently (while such suppliers are necessary) or pending the expiry of contract
notice periods and/or the sourcing of alternative suppliers.

2.7

Dependence on the ongoing support of payment processors, international multi-currency transfers,
the quality and cost of which may be variable in certain jurisdictions
(a)

The GVC Group is currently reliant on payment and multi-currency processing systems to
facilitate the movement of funds between each of them and their customer base. Anything that
could interfere with their respective relationships with payment service providers would have
a material adverse effect on their businesses and, consequently, that of the Enlarged Group. Any
introduction of legislation or regulations restricting financial transactions with online gaming
operators or prohibiting the use of credit cards and other banking instruments for online
gaming transactions, or any other increase in the stringency of regulation of financial
transactions, whether in general or in relation to the online gaming industry in particular, may
restrict the ability of the GVC Group and, following the Effective Date, the Enlarged Group to
accept payment from its customers or facilitate withdrawals by them.

(b)

Certain governments may seek to impede the online gaming industry by introducing legislation
or through enforcement measures designed to prevent customers or financial institutions based
in their jurisdictions from transferring money to online gaming operations. They may seek to
impose embargoes on currency use, wherever transactions are taking place. This may result in
the providers of payment systems for a particular market deciding to cease providing their
services for such market. This in turn would lead to an increased risk of payments due to the
GVC Group and, following the Effective Date, the Enlarged Group being misappropriated,
frozen or diverted by banks and credit card companies. There may be a limited availability of
alternative systems. As a result, payment systems providers may increase their charges to the
GVC Group and, following the Effective Date, the Enlarged Group or their customers, and/or
the GVC Group and, following the Effective Date, the Enlarged Group may be required to
source new payment systems providers of lesser quality and reliability than those providers
previously used to service a particular market which would also enhance the risk of default or
delayed payments in circumstances where it would be too time consuming and challenging to
sue for recovery. The likelihood of any such legislation or enforcement measures is greater in
certain markets which seek to protect their state gaming monopolies and/or which have foreign
currency or exchange control restrictions. The tightening of money laundering regulations may
also affect the speed and convenience of payment processing systems, resulting in added
inconvenience to customers. Card issuers and acquirers may dictate how transactions and
products need to be coded and treated which also may impact on acceptance rates. It may also
result in customers being dissuaded from accessing the services of the GVC Group (and,
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following the Effective Date, of the Enlarged Group) if they cannot use a preferred payment
option or the quality or the speed of the supply is not satisfactory. Any such developments in
these or other markets may have a material and adverse effect on the GVC Group’s and,
following the Effective Date, the Enlarged Group’s future financial position.
(c)

2.8

Customers of the GVC Group and, following the Effective Date, the Enlarged Group are
usually required to deposit sums in advance of their participation in the GVC Group’s and,
following the Effective Date, the Enlarged Group’s products and services. In certain
jurisdictions, the receipt and holding by the company in question of such funds may amount to
“deposit taking” which requires the recipient of such funds to seek the appropriate financial
services authorisation. Moreover, even if it was not regarded as “deposit taking”, an integrated
wallet system such as that currently used by the GVC Group and the bwin.party Group may
require each of them to obtain an e-money issuer’s licence for customer supplies within
Europe, which again would require a form of financial services approval depending on whether
the particular offering falls within the limited exemptions of the e-money directives (impacting
upon intra-EEA supplies). In order to ensure compliance with any such regulations or to
relocate the funds to a different jurisdiction that has not adopted equivalent financial services
legislation, the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group would suffer commercial upheaval and related costs, which would have an
adverse impact on financial performance.

Risks may arise in the US due to Sportingbet’s and bwin.party’s historic acceptance of wagers from
US resident customers or due to the ongoing technical challenges of blocking US customers and
the US authorities may seek to curb dollar usage
(a)

Prior to the acquisition by GVC, the Sportingbet Group accepted wagers and operated gaming
websites accepting US resident customers, in common with a number of other operators
(including PartyGaming Plc and bwin Interactive Entertainment AG), until the implementation
of the Unlawful Internet Gambling Enforcement Act (“UIGEA”) in 2006. Whilst, according to
the US authorities, such supplies by the Sportingbet Group and PartyGaming Plc and bwin
Interactive Entertainment AG were unlawful, this proposition was never tested at law.

(b)

Despite its historic business, the Sportingbet Group was able to enter into a non-prosecution
agreement with the office of the United States Attorney for the Southern District of New York
(“USAO”) in September 2010. The final tranche of a settlement sum of US$33 million was
paid in March 2012. Similarly, in April 2009, PartyGaming Plc entered into a non-prosecution
agreement with the USAO. As part of that agreement, PartyGaming Plc agreed to pay
US$105 million, the final instalment of which was paid in September 2012.

(c)

Notwithstanding the non-prosecution agreements, there can be no absolute guarantee that the
US federal and state authorities will not seek to revisit the issue through further investigations
or prosecutions in the US given the breadth of their powers and discretion. After the Effective
Date, to the extent the Enlarged Group holds appropriate US licences, the Enlarged Group may
maintain certain assets in the US, which may increase the risk that US authorities elect to revisit
the issue, although the GVC Directors and bwin.party Directors have no reason to believe that
the US authorities will do so. Were they to do so this would result in a loss of reputation for the
Enlarged Group, potential loss of revenue and the diversion of management time.

(d)

The GVC Group and bwin.party Group block, and will ensure that the Enlarged Group
continues to block, US wagers (save to the extent appropriate licences are held, such as in the
State of New Jersey). However, there is a risk that the US authorities might seek to curb any
participation by individuals in online gaming in any jurisdiction even if US residents are not
participating insofar as there is dollar usage. Currently, dollar usage is permitted on the GVC
and bwin.party websites and it is intended to be offered by the Enlarged Group going forward.
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Blocking is also a fallible process; if wagers are inadvertently taken from US residents then
they are more likely to lead to enforcement initiatives in the US as opposed to any other
jurisdiction where reasonable attempts to block are not measured in such absolute terms.
2.9

Compliance with other laws and regulations, and in particular anti-money laundering legislation
(a)

In addition to the laws and regulations relating to gaming, the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group may be subject to a wide variety
of laws and regulatory requirements as a consequence of its business being multi-national.
Non-compliance or deemed non-compliance with any such laws or regulatory requirements
could result in serious financial and/or other penalties for the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group. Compliance with all such laws
and regulations creates complex regulatory obligations which involves a risk (in not being fully
compliant) and additional potential burdens (in being fully compliant).

(b)

The most material of these risks would arise from anti-money laundering legislation. The GVC
Group and the bwin.party Group currently receive deposits and other payments from customers
in the normal course of their business. The receipt of monies from customers imposes
anti-money laundering and other obligations and potential liabilities on the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group. While the GVC
Group and the bwin.party Group have processes in place regarding customer profiling and the
identification of customers’ source of funds, such processes may fail or prove to be inadequate
whether in respect of the source of customers’ funds or otherwise. In addition, in common with
other operators, the now permitted payments back to credit or other cards used (pursuant to the
Card Scheme Rules) may not be permitted pursuant to the regulations in specific regimes,
which also gives rise to the potential for fraud, if for example the card has been stolen. Any
such failure or inadequacy could have a material adverse effect on the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group’s financial position
and impact upon its licensing obligations.
Handling, or any form of facilitating the use of criminal property, is a crime in all jurisdictions
in which the GVC Group and the bwin.party Group (and, following the Effective Date, the
Enlarged Group) will take material custom. In instances where no local licensing regime is in
place and there is doubt in connection with the legality of the remote supply of gaming
services, there is a risk that the authorities will claim that money movements in connection with
gaming amounts to money laundering, irrespective of whether the intention is actually to
launder money (i.e. to disguise or conceal its provenance). This gives rise to a risk that when
monies are held in (or moved into) certain territories, authorities may wish to freeze their
onward payment, seek to trace money movements into different jurisdictions and/or recover the
relevant sums. Again, this could give rise to conflicts of law issues (since not all the definitions
of what comprises criminal property are identical in all jurisdictions) as what may not amount
to money laundering in the UK may nevertheless be treated as money laundering in another
territory. There is a risk that should any such claim be brought and be successful, significant
funds may have to be repatriated to the jurisdiction bringing a claim, which would have a
significant impact on the profitability of the GVC Group and the bwin.party Group and,
following the Effective Date, the Enlarged Group. The GVC Directors are not, however, aware
of any such action being brought in the UK or in any of the jurisdictions where the GVC Group
or the bwin.party Group hold any gaming related funds.

2.10 Regulation regarding the use of personal customer data
The GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group will
process sensitive personal customer data (including name, address, age, bank details and betting and
gaming history) as part of their businesses and therefore will be required to comply with strict data
protection and privacy laws in all jurisdictions in which they operate. Such laws will restrict the ability
of the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group to
collect and use personal information relating to players and potential players including the marketing
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use of that information. The GVC Group and the bwin.party Group rely (and, following the Effective
Date, the Enlarged Group will rely) on third party contractors and employees to maintain their
databases and seek to ensure that procedures are in place to comply with the relevant data protection
regulations. Notwithstanding such efforts, the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group are exposed to the risk that such data could be wrongfully
appropriated, lost or disclosed, or processed in breach of data protection regulations, by or on behalf
of the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group. If
the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group or any
of the third party service providers on which they rely fail to transmit customer information and
payment details online in a secure manner, or if any such loss of personal customer data were
otherwise to occur, the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group could face liability under data protection laws. This could also result in the loss of
the goodwill of their customers and deter new customers from playing on its sites which could have
a material adverse effect on their businesses, financial condition and results of operations.
Furthermore, it is possible that laws in various jurisdictions may be introduced or interpreted in a
manner which is inconsistent with the existing data practices of the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group, and which could, therefore, have a
material adverse effect on them.
2.11 Enforcement action against B2B partners
If regulatory authorities take enforcement action against the Enlarged Group’s B2B partners, the
Enlarged Group may be exposed to wider claims of aiding and abetting. In addition, such enforcement
action could reduce demand for B2B product offerings.
3.

ISSUES RELATING TO THE GAMING INDUSTRY

3.1

Dependence on key executives and personnel
(a)

The GVC Group and the bwin.party Group currently depend upon the expertise and continued
service of certain key executives and other personnel. The GVC Group, the bwin.party Group
and, following the Effective Date, the Enlarged Group’s future performance is heavily
dependent on its ability to retain the expertise of GVC’s Directors and a number of senior
managers working both for the GVC Group and the bwin.party Group, and to attract the
services of, retain and motivate suitable personnel. Although GVC has in place service
agreements with the GVC Executive Directors, its performance would be adversely affected if
they were to resign or become unavailable due to illness or incapacity. GVC does not currently
carry key man insurance in the event of this latter event.

(b)

While the GVC Executive Directors have service agreements that are generally subject to
notice periods of up to 12 months before termination, some senior managers may have shorter
notice periods. The loss of the services of certain executive officers or other key employees,
particularly to competitors, could have a material adverse effect on the business, results of
operations, financial condition and prospects of the Enlarged Group.

(c)

Furthermore, the GVC Group, and consequently the Enlarged Group’s ability to expand its
operations to accommodate its anticipated growth will also depend upon its ability to attract
and retain additional qualified gaming experts and other personnel in the finance, management,
marketing and technical areas. If the Enlarged Group fails to attract and retain such personnel
it may be difficult for the Enlarged Group to manage its business and meet its objectives and
its operational and/or financial results may be adversely affected.

(d)

In some geographically small but important jurisdictions, such as Gibraltar, where the Enlarged
Group’s infrastructure to run its gaming and betting operations is based, there may only be a
limited number of persons with the requisite skills and it may become increasingly difficult to
hire such persons. If the Enlarged Group is unable to attract and retain sufficiently qualified
staff, it may be unable to achieve or sustain its anticipated growth or to execute its strategic
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objectives, which could have a material adverse effect on the business, results of operations,
financial condition and prospects of the Enlarged Group.
3.2

Uncertainty regarding the compatibility of EU Member State regulatory regimes with EU law
Since 2006, various EU Member States have been subject to infringement proceedings initiated by the
European Commission in relation to the laws that they apply to online gaming as being contrary to
the EU principles, in particular the free movement of services. The application and enforcement of
these principles by the Court of Justice of the European Union (the “CJEU”), the domestic courts and
regulatory authorities in various EU Member States remain subject to continuing challenge and
clarification. There have been, and continue to be outstanding, a considerable number of relevant
proceedings before the domestic courts of various EU Member States and the CJEU. The outcomes
of these proceedings, which remain uncertain, may be unfavourable for the Enlarged Group, and it
may take years before any of these proceedings are finally decided and the implications for the
Enlarged Group are known.
The GVC Group and the bwin.party Group permit, and following the Effective Date, the Enlarged
Group will permit, customers in most EU Member States to access various gaming products provided
by the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group, from
their entities licensed in Gibraltar and Malta. If the jurisprudence of the CJEU continues to
increasingly recognise that EU Member States may, subject to certain conditions, restrict the
provision of online gaming products by operators licensed in other EU Member States, and if EU
Member States take corresponding action to implement such restrictions within their own territory,
this may adversely affect the ability of the Enlarged Group to permit customers in a given EU Member
State to access one or more of the products of the Enlarged Group and to engage in certain types of
marketing activity and customer contact.

3.3

Changes to tax legislation
(a)

The GVC Group and the bwin.party Group currently operate and, following the Effective Date,
the Enlarged Group will operate in several jurisdictions. Profits will therefore be taxed
according to the tax laws of such jurisdictions. The Enlarged Group’s effective tax rate may be
affected by changes in, or interpretations of, tax laws in any given jurisdiction, including those
relating to the utilisation of tax credit carry forwards, changes in geographical allocation of
income and expense, and changes in the GVC Directors’ assessment of matters such as the
ability to realise deferred tax assets. The Enlarged Group’s effective income tax rates in a given
financial year reflect a variety of factors that may not be present in the succeeding financial
year or years.

(b)

In addition to the direct and indirect taxes that apply to businesses operating in a number of
sectors, the GVC Group and the bwin.party Group are currently, and following the Effective
Date the Enlarged Group will be, subject to special gambling taxes, excise duties and levies
(“Gambling Duties”) in many of the jurisdictions in which they operate. If the rates of such
Gambling Duties were to be increased, or if the “tax base” of such Gambling Duties were to
be widened (for example, as a result of changes to the duty treatment of “free bets”, “free
plays”, “bonus credits” or non-stake amounts received by operators such as account
management fees; or as a result of a move from a “gross profits” basis to a turnover basis, or
from a “place of supply” basis to a “place of consumption” basis), or if new Gambling Duties
are enacted, then this may have a material adverse effect on the overall tax burden borne by the
Enlarged Group.

(c)

As regards value added tax (“VAT”) within the European Union (“EU”), whereas most supplies
of gaming services are exempt from VAT pursuant to certain provisions of the Directive
2006/112/EC (the “Principal VAT Directive”), these exempting provisions permit EU
Member States to impose conditions and limitations regarding the availability of the
exemption; and, in any event, different EU Member States interpret the scope of these
exempting provisions differently. As such, the VAT treatment of supplies of gaming services to
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customers in EU Member States is liable to change. Any such changes may have a material
adverse effect on the overall tax burden borne by the Enlarged Group.
(d)

3.4

If jurisdictions where gaming winnings are currently not subject to tax, or are taxed at low
rates, were to begin to impose taxes, or increase the applicable rates of tax, on winnings, or
impose a tax withholding or reporting obligation on operators in respect of winnings paid out
to customers in the relevant jurisdictions, online gaming might become less attractive for
customers in those jurisdictions, which in turn might have a material adverse effect on the
Enlarged Group’s business.

Historic VAT risk
The Enlarged Group may face potential exposure to historic VAT liabilities resulting from
uncertainties about whether VAT is due in respect of historic supplies of gambling products by
members of the GVC Group and the bwin.party Group to customers in certain EU Member States and,
if so, the tax base to be applied in determining the amount of VAT that is due on the relevant supplies
(as noted in paragraph 3.2(c) above, the article in the Principal VAT Directive which exempts gaming
services for VAT purposes permits EU Member States to impose conditions and limitations with
regard to the availability of the exemption, such that VAT is, or may become, chargeable in respect of
certain supplies of gaming services in certain EU Member States).
Since the place of supply of, and therefore the applicable VAT regime in respect of supplies of remote
gaming (to the extent that they fall within the definition of “electronically supplied services”) by the
GVC Group and the bwin.party Group to EU resident consumers is the EU Member State in which
such consumers belong, the applicable VAT regime in relation to any particular supply can be
uncertain (for example, when, in some situations, the place where the relevant consumer can be said
to belong is contentious).
There is also uncertainty regarding the tax base on which VAT should be calculated on betting and
gaming products which are not VAT exempt. Article 73 of the Principal VAT Directive provides that
VAT is chargeable on the consideration obtained by the supplier in return for the supply. In the context
of gaming transactions, determining what constitutes the consideration obtained by the supplier in
return for the supply presents significant difficulties. Guidance issued by the tax authorities and
jurisprudence emanating from the courts of different EU Member States on this question is varied.
Certain EU Member States, including Ireland, have published guidance stating that the VAT base of
non-exempt gambling services is “net gaming revenue” (broadly, stakes less winnings). If, for
example, the tax authority of an EU Member State which currently levies VAT on net gaming revenue
arising from remote gaming services were to change its policy, such that it began levying VAT on
gross stakes, with retrospective effect, the Enlarged Group could potentially be the subject of an
assessment for a substantial amount of historic VAT.

3.5

Vulnerability to player fraud
The online gaming industry can be vulnerable to customer collusion and fraud. For example, collusion
can be effected between online poker players adopting sophisticated computer programmes to play
games automatically or by “chip dumping” (depositing and losing money against another colluding
customer in an attempt to launder money). The GVC Group and the bwin.party Group have
implemented a variety of detection and prevention controls to try to remove any opportunities for
fraudulent play, but are aware of the need to monitor continually and develop such protections. If the
GVC Group or the bwin.party Group fail to detect instances of collusion and other fraud, affected
customers may experience increased losses and the GVC Group and the bwin.party Group could
directly suffer loss or lose the confidence of its customer base, which could have a material adverse
effect on the business, financial position and results of operations of the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group.
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3.6

Financial services regulation
In common with other online gaming and betting businesses, payments from customers of the
Enlarged Group will generally be required in advance of permitting such customers to participate in
real money gaming and betting activities. The receipt of funds from customers may be subject to
regulation in various countries. For example, such payments may constitute “deposits” for the
purposes of the UK financial services regime. Accepting deposits in the UK is a regulated activity,
generally requiring those that accept deposits in the UK to be authorised entities.
The relevant EU directives are broadly drafted. There are two members of the bwin.party Group –
Kalixa Accept Limited and Kalixa Pay Limited – which are licensed in the UK as an authorised
payment institution and authorised electronic money institution respectively. Another member of the
bwin.party Group – InterTrader Limited – is licensed by the Gibraltar Financial Services Commission
as an investment firm and is duly authorised to provide investment services under the Financial
Services (Markets in Financial Instruments) Act 2006. They are therefore subject to UK financial
services regulation, which does not currently apply to the GVC Group. As such, the Enlarged Group
will be subject to UK financial services regulation relevant to authorised payment institutions and
authorised electronic money institutions and the Gibraltar financial services regulation relevant to the
provision of investment services falling within the Markets in Financial Instruments Directive
following Completion.
Regulatory regimes across the world are being tightened following the 2008 global financial crisis as
well as the threat of terrorist financing by way of money laundering. If any relevant regulator were to
challenge the payment arrangements of the Enlarged Group, and the Enlarged Group is unable to
withstand such challenge, it might have to reorganise the way in which it receives payments from its
customers and/or apply for the necessary authorisations which could be a lengthy process. Given that
payment processing is critical to the operations of the Enlarged Group’s business, such a
reorganisation of its payment systems or a lengthy application process could disrupt the business and
have a material adverse effect on the Enlarged Group’s operations, financial condition and prospects
of the Enlarged Group.

3.7

Significant losses with respect to individual events or betting outcomes
The fixed-odds betting products of the GVC Group and the bwin.party Group involve betting where
winnings are paid on the basis of the stake placed and the odds quoted, rather than derived from a pool
of stake money received from all customers. A bookmaker’s odds are determined with the objective
of providing an average return to the bookmaker over a large number of events and therefore, over the
long term, the gross win percentage for the GVC Group and the bwin.party Group has remained fairly
constant. However, there can be a high level of variation in gross win percentage event-by-event and
day-by-day. Both the GVC Group and the bwin.party Group have systems and controls in place which
seek to reduce the risk of daily losses occurring on a gross-win basis but there can be no assurance
that these will be effective in reducing their exposure, and consequently the exposure of the Enlarged
Group to this risk following the Effective Date. As a result, in the short term, there is less certainty of
generating a positive gross-win and the Enlarged Group may experience (and the GVC Group and the
bwin.party Group have from time to time experienced) significant losses with respect to individual
events or betting outcomes, in particular if large individual bets are placed on an individual event or
betting outcome or series of events or betting outcomes. In circumstances where odds compilers and
risk managers are capable of human error, then even allowing for the fact that a number of sports
betting products are subject to capped payouts, significant volatility can occur. Also, there may be
such a volume of trading at any particular period of time that even automated systems would not be
able to address and eradicate all risks. Any significant losses on a gross-win basis could have a
material adverse effect on the GVC Group, the bwin.party Group and, following the Effective Date,
the Enlarged Group’s cashflows and therefore a material adverse effect on its business, financial
condition and results of operations. In addition, if a jurisdiction where it holds or wishes to apply for
a licence imposes a high turnover tax for betting (as opposed to a gross-win tax), this too would
impact profitability, particularly with high value/low margin bets and likewise have a material adverse
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effect on the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group’s business.
In online casino, operator losses are limited per stake to a maximum return. When looking at bets
across a period of time, operator losses can potentially be larger in the short term, although in practice,
this does not happen quickly and thus mitigating action can be taken by the Enlarged Group. Given
the high volume of the business and the statistical gross win margin embedded within all casino
games, major operator losses are infrequent over long periods.
InterTraderDirect.com is a spread betting and contracts for difference (“CFD”) service launched by
bwin.party. Prices of tradable instruments like CFDs on currencies, indices and equities move
continuously upwards or downwards with small differences with each trade; however, where markets
are illiquid or if a significant unexpected event occurs resulting in sudden and severe movement in
prices, InterTrader could fail to close out a client’s position before the account goes into loss, exposing
itself to credit risk against the client.
While systems and controls are implemented by the GVC Group and the bwin.party Group and,
following the Effective Date, will be implemented by the Enlarged Group, to monitor and manage
such risk, there can be no assurance that these systems and controls will be effective in reducing the
exposure to this risk. The effect of future fluctuations and single event losses could have a material
adverse effect on the cashflows and therefore a material adverse effect on the business, results of
operations, financial condition and prospects of the Enlarged Group.
3.8

Progressive jackpots
CasinoClub does not participate in a network progressive jackpot scheme. Instead it offers an
equivalent system in which only its own customers participate. This means that CasinoClub makes no
contributions to the central fund as it builds up (since it is the only operator in the scheme, this would
serve no purpose), and that if a CasinoClub customer wins the progressive jackpot there is no central
fund to cover the payout. Accordingly, the cost of this would be taken directly to the income statement
in the period in which it would be won with a consequential adverse effect on the financial condition
of the GVC Group and, following the Effective Date, the Enlarged Group. Statistically, the likelihood
of jackpot wins above €500,000 is extremely low, as is borne out by the fact that there were no jackpot
wins above €499,000 for the twelve months preceding 31 October 2015. A jackpot on any slot game
is a sum of €100,000 or above and in the period 5 January 2014 to 15 September 2015 only 13 winners
won over €100,000. Therefore, the algorithms of the slots games are such that the number of high
winners overall is low, but since the winning is underpinned by a random mechanism, one cannot
predict with absolute certainty when a jackpot will be won.

3.9

Sports betting operations are subject to sports schedules
The sports betting operations of the GVC Group and the bwin.party Group are subject to the seasonal
variations dictated by the sporting calendar, which will have an effect on their businesses’ financial
performance and, following the Effective Date, the financial performance of the Enlarged Group. The
majority of the GVC Group and the bwin.party Group’s current sports betting revenue is generated
from bets placed on European football, which has an off-season in the summer that can cause a
corresponding, temporary decrease in their respective revenues. The GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group’s ability to generate revenues is also
affected by the scheduling of major football events that do not occur annually, notably the FIFA World
Cup and UEFA European Championships. In addition, the ability to generate revenue will be
dependent on the progression and results of certain teams within specific tournaments and the failure,
for example, of the national football teams in the Material Territories to qualify for or progress
through the 2016 UEFA European Championships may have adverse consequences on the financial
performance of the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group.
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Cancellation or curtailment of significant sporting events, for example due to adverse weather, traffic
or transport disruption or civil disturbances or the outbreak of infectious diseases, or the failure of
certain sporting teams to qualify for sporting events, may adversely impact the business, financial
condition and results of operations of the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group for the relevant period.
3.10 Exchange rate fluctuations
The GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group’s
operating results and cashflows are subject to fluctuations due to changes in foreign currency
exchange rates, particularly changes in the euro and pound exchange rates.
In addition, some of the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group’s agreements with foreign customers involve payments denominated in currencies
other than euros, which also creates foreign currency exchange risks. To the extent that there are
fluctuations in exchange rates outside hedged positions, this may have a material impact on the GVC
Group, the bwin.party Group and, following the Effective Date, the Enlarged Group’s financial
position or results of operations. Exchange rate fluctuations may also adversely affect results of
operations through the translation into euros of amounts denominated in another currency.
3.11 Payments to sporting bodies or event rights holders
Gaming operators can be liable to make contributions to sporting bodies whether under regulations or
agreement, such as The Horserace Betting Levy Board in the UK, as a way of ensuring certain
revenues generated from betting on sports are used to benefit those sports or related interests.
Currently, the GVC Group makes such payments to Football DataCo Limited and the bwin.party
Group makes similar payments under the French betting right regime. Any requirement to pay
additional levies, fees or royalties may have a material adverse effect on the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group’s business, as may any
liability to pay royalties or other types of levy to the organisers of sporting events as the concept of
the so-called “right-to-bet” is further developed. In all such cases, the level of any such levy, fee or
royalty will be outside the control of the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group. Neither the GVC Group nor the bwin.party Group nor, following
the Effective Date, the Enlarged Group can predict with any certainty what further payments may be
required in the future and what other additional resources may need to be made available to address
the conditions on which fees, royalties or other levies may be imposed, as well as sports integrity
issues.
3.12 Reliance on third party software suppliers and other technology suppliers
(a)

The GVC Group and the bwin.party Group’s business and technology systems and platforms
currently depend on a variety of software and payment processing services from third parties,
the principal ones being Boss Media Malta Casino Ltd, Boss Media Malta Poker Ltd, Brigend
Limited (Dragonfish), Evolution Gaming Sweden AB, Evolution Malta Limited, NetEnt
Services Limited and Amaya (International) Limited. If there is any interruption to the products
or services provided by these software and payment providers or their products or services are
not as scaleable as anticipated or at all, or if there are problems in upgrading such products or
services, the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group’s business could be adversely affected, and the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group may be unable to find adequate replacement
services on a timely basis or at all and/or at a reasonable price. Moreover, users are
discriminating about the nature of the products offered and, if Boss Media Malta Casino Ltd,
Boss Media Malta Poker Ltd and/or Dragonfish do not provide new and improved products on
a regular basis, the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group may lose market share.
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(b)

There is a risk that if the contracts with such third parties of the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group are terminated and not renewed,
or not renewed on favourable terms, or if such third parties do not provide the level of support
(in terms of updates and technical assistance) they require as they grow, this will materially
impact upon the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group’s financial condition and performance.

(c)

The GVC Group and the bwin.party Group are dependent upon such software suppliers
defending any challenges to their intellectual property. Any litigation that arises as a result of
such a challenge could materially impact upon the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group’s business and, even if legal actions were
successfully defended, disrupt their business in the interim, divert management time and result
in significant cost and expense for the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group.

(d)

The GVC Group and the bwin.party Group rely on broadband providers, communications
carriers, data centres and other third parties for key aspects of the process of providing products
and services to their customers. Some of these service providers operate from countries where
the relevant service provision is not well developed. Any failure or interruption in the services
and products provided by these third parties could restrict the ability of the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group to operate certain of
its businesses, which could in turn have a material adverse effect on their financial position. In
addition, a number of the existing contracts of the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group with third party suppliers are of a long-term
nature. There may be circumstances in which the Enlarged Group wishes to terminate its
arrangements with such suppliers due to poor performance or other reasons but is unable to do
so. Any such circumstance may have a material adverse effect on the reputation, business,
financial condition and results of operations of the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group.

(e)

The provision of convenient, trusted, fast and effective payment processing services to
customers and potential customers of the Enlarged Group is critical to its business. If there is
any deterioration in the quality of the payment processing services provided to its customers or
any interruption to those services, or if such services are only available at an increased cost to
the Enlarged Group or its customers, or if such services are terminated and no timely and
comparable replacement services are found, customers and potential customers of the Enlarged
Group may be deterred from using its products. Whilst the GVC Group, the bwin.party Group
and, following the Effective Date, the Enlarged Group employs the services of a broad range
of payments suppliers, the failure of one or more of these third parties or the failure of any of
them to fulfil its obligations to the Enlarged Group may cause significant disruptions to the
operations of the business and have a material adverse effect on the business, results of
operations, financial condition and prospects of the Enlarged Group.

3.13 Dependency of suppliers on the maintenance of third party regulatory approvals
The GVC Group and the bwin.party Group currently use third party software products as the
foundation of some of their online gaming services. In certain territories, such suppliers are dependent
themselves upon local licences. The GVC Group and the bwin.party Group are reliant on the relevant
third party supplier to do all that is necessary in maintaining such licences. Insofar as any of these
licences are withdrawn or not maintained on favourable terms it could have an adverse effect upon
such third party suppliers and hence on the continuity of supply to the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group which, in turn, could have a material
adverse effect on the financial position of the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group.
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3.14 Negative publicity surrounding the gaming industry
The GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group may
be adversely affected by negative publicity surrounding the gaming industry and in particular play by
vulnerable customers.
While the profile of the online gaming industry differs from that of the rest of the gaming industry in
terms of consumer protection and problem gambling, the reputation of the online gaming industry is
affected by the operations of, and issues associated with, the gaming industry as a whole. The
attraction of gambling to some minors and players for whom gambling activities assume too great a
role in their lives poses a challenge to the industry in which the GVC Group and the bwin.party Group
operate. The GVC Group and the bwin.party Group are committed only to market their products to,
and accept business from, adult participants and to promoting responsible gambling best practices and
operating procedures at all times. Social responsibility policies also now form a key requirement in
most first tier licensing regimes. Concerns are expressed from time to time as to (i) the ability of
online gaming companies to block minors from participation at gaming sites, (ii) the possible increase
in compulsive gambling due to online gambling, and (iii) effective measures to preclude compulsive
participation from self-help tools to intervention.
The gaming industry can be exposed to negative publicity from time to time. Publicity regarding such
concerns and those relating to the wider gaming industry could harm the Enlarged Group’s brands and
wider reputation (and hence value). If the perception develops that the online gaming industry is
failing to adequately protect minors and vulnerable players, it may face increased regulation or taxes
or become the subject of regulatory enforcement, which could adversely impact the business of the
GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group. Damage
to the industry’s reputation could also lead to a lack of support for the industry from governments and
other legislative bodies and from the public, all of which may have a material adverse effect on the
business of the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group, as would any form of compulsory levy to fund research into and assistance for compulsive
gamblers. Moreover, although litigation in relation to problem gambling has yet to be successful in
the markets in which the GVC Group and the bwin.party Group operate, it cannot be ruled out that
there will be successful claims for damages in the future by which a compulsive gambler or his
dependants will recover monies wagered or damages for emotional distress or similar.
In addition, whilst the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group seek to ensure that all suppliers adhere to a series of contractual obligations, it is
difficult to ensure that affiliate marketers ethically source data. It is also difficult to ensure that
advertising codes are adhered to as well as ensuring that only appropriate age groups or demographics
are targeted, even if there is no scope to open accounts (where someone underage or excluded could
not proceed to play for real money). All of the above could impact negatively on the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group, as well as lead to increased
scrutiny from regulators.
3.15 Dependence on the continued popularity of online betting and gaming
Online gaming has become a popular phenomenon and the success of the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group is and will be dependent on its continued
popularity. The online gaming industry is highly competitive and the Enlarged Group will need to
develop other online gaming products and services that will continue to attract and retain a broad
range of customers. As a result, the GVC Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group must continue to invest significant resources in research and development
in order to enhance their website, technology and existing products and services and introduce new
high-quality products and services that will appeal to customers across a wide range of platforms,
including mobile phones and tablets, and to appeal to a broader demographic. If the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group are unable to predict user
preferences or industry changes, or if they are unable to modify products and services on a timely
basis, they may lose customers and marketing affiliates; their operating results would also suffer if
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their innovations are not responsive to the needs of customers or are not appropriately timed with
market opportunity or are not effectively brought to market. As technology continues to develop, the
competitors of the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group may be able to offer products that are, or that are perceived to be, substantially similar to or
better than those of the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group.
3.16 Payment default by customers
(a)

The GVC Group and the bwin.party Group are subject to risks of payment default by
customers. Chargebacks on credit cards occur when the cardholder seeks to reverse a card
transaction due to a challenge to the validity of a transaction. Typical reasons for such action
include: (i) the unauthorised use of a cardholder’s details; or (ii) a cardholder’s claim that a
merchant failed to perform. In the business of the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group, there is and will be the possibility of
customers seeking to reverse a losing stake by falsely claiming that they did not authorise the
use of their credit card. The risk of such chargeback transactions is greater in respect of certain
markets and certain payment methods. Investors should be aware that if the chargeback rates
of the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group become excessive, credit card associations could levy additional costs and fines or
withdraw their service. The GVC Directors place great emphasis on proper procedures to
control chargebacks. Whilst both GVC and bwin.party have good track records in managing
these risks, the rate of chargebacks experienced is difficult to predict and will, to some extent,
be out of the control of the GVC Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group.

(b)

In addition, the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group are also exposed to the risk that receipt of deposits through automated clearing
houses is sometimes rejected, resulting in default of payment by customers. Typical reasons for
rejection of the transactions are: (i) that the account from which the payment instruction is
made has insufficient funds to make the payment (this could arise where the customer is
unaware that he has insufficient funds or it could be a fraudulent attempt to abuse the deposit
clearing period by attempting to use the deposit to win sufficient money to pay up the account
before the clearing period ends); (ii) the unauthorised use of an account holder’s details; or
(iii) a false claim of unauthorised use by a customer seeking to reverse a losing stake. The GVC
Group and the bwin.party Group currently have measures in place to monitor and prevent such
instances of default of payment by customers arising. However, there can be no assurance that
these efforts will be successful for them or, following the Effective Date, for the Enlarged
Group, and as a result their business and profitability may be adversely affected by customers’
payment defaults.

3.17 Risks relating to the current economic climate in Greece
Greece introduced capital controls earlier this year following a period of well publicised economic
upheaval. The imposition of capital controls can severely restrict the ability of a company to repatriate
cash reserves held with Greek-domiciled payment processor companies. Whilst intra-country
transfers are currently permitted up to a limit of €300,000 per day, the Greek Central Bank might
change these limits.
The Greek Ministry of Finance may approve the payment of some invoices issued outside of Greece.
This approval is currently limited and prioritised towards medicine, resulting in most importers
cancelling orders with foreign suppliers due to an inability to pay. While the possibility exists that
Greek capital controls will be eased or removed in the near future, it is not expected to happen in any
way that would permit large scale capital flight.
Given the uncertain status of the Greek economy and its membership of the European Union, if capital
constraints or other economic restrictions were to be imposed again this could lead to further market
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volatility, the potential for failure of the Greek banking system and a resulting loss of disposable
income for customers resident in Greece. The resultant drop in revenue of the Enlarged Group from
the territory would have a negative effect on the Enlarged Group’s financial condition and results of
operations.
In addition, any exit of Greece from either the European Union or the Eurozone could negatively
impact the European economy as a whole and lead to a fall in value of the Euro. Given that both GVC
and bwin.party report their financial results in Euros, this could have a detrimental effect on the
financial condition of the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group.
4.

COMPETITION

4.1

New entrants to the market
The online gaming industry is increasingly competitive and so the GVC Group, the bwin.party Group
and, following the Effective Date, the Enlarged Group will always be at risk that new entrants to the
market are able to procure, by way of acquisition or licence, the benefit of the underlying technology
required to operate a gaming business that can compete with them. New entrants may take the form
of existing gaming operators who have as yet not sought to develop their business in the key markets
of the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group or
companies which have not to date had any involvement in the gaming industry. As such technology is
generally available, the technical barriers to enter one or more markets may be perceived as relatively
low. However, a successful entry into the market would require significant investment in marketing,
establishing the necessary contractual relationships to facilitate payments as well as industry
knowledge. Therefore, while theoretically possible to overcome technological barriers relatively
quickly, the GVC Directors believe that there would be significant cost and other material barriers to
overcome for any new entrant to become a serious competitive threat. If any new entrant was able to
establish a foothold in the market and was able to secure a meaningful market share, this could have
a corresponding negative effect on the financial prospects of the GVC Group, the bwin.party Group
and, following the Effective Date, the Enlarged Group.
Whilst the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group
will continue to invest in the development of its products and services, the Enlarged Group may be
unable to respond quickly or adequately to changes in the industry brought on by the introduction of
new products and technologies, the availability of products on other technology platforms and
marketing channels, the introduction of new website features and functionality, new technology or
new marketing and promotional efforts by its competitors. There can also be no certainty that existing,
proposed or as yet undeveloped technologies will not become dominant in the future or otherwise
displace the services of the Enlarged Group or render them obsolete which would also have a negative
effect on the financial prospects of the GVC Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group.

4.2

Ability to expand into new markets
The future growth of the business of the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group will depend partly on their ability to develop revenue streams from
new markets throughout the world. Whilst the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group take and will take appropriate precautions when developing new
markets, this may involve greater legal, regulatory and commercial risks than those associated with
their current operations. In addition, any growth through acquisition may be hampered by relevant
competition laws which may have an adverse impact on the financial prospects of the GVC Group,
the bwin.party Group and, following the Effective Date, the Enlarged Group.

4.3

Further expansion cannot be assured
(a)

The GVC Directors can give no assurance that the future marketing efforts will be successful
and that the online gaming and sports betting services will maintain current levels of revenue
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or generate significant additional revenues. In order to achieve widespread acceptance in each
country targeted by the GVC Group, the GVC Directors believe that the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group may need to tailor its
gaming and sports betting services to the unique customs and cultures of that country. Learning
the customs and cultures of various countries, particularly with respect to gaming and sports
betting practices, is difficult and the failure adequately to do so could slow the growth in and/or
ability to maintain revenues in those countries for the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group. For example, the provision of sports betting
services to local markets will involve the compilation of odds on local sporting events, which
will require local expertise to provide this service effectively. The failure of the GVC Group,
the bwin.party Group and, following the Effective Date, the Enlarged Group to obtain such
expertise could impair its growth and/or ability to maintain revenues in such local markets.
There are also other risks related to international expansion, including delays in the acceptance
of the internet as a medium of commerce and gaming and sports betting in international
markets and difficulties in managing international operations due to distance, language and
cultural differences facing the GVC Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group which could impair the Enlarged Group’s ability to expand into
further local markets and could harm international expansion efforts, which would in turn have
a material adverse effect on the Enlarged Group’s business, revenue and financial position.

4.4

(b)

In addition, international expansion may expose the Enlarged Group to additional risks
associated with tariffs and trade barriers and limitations on fund transfers; exchange rate
fluctuations; potential adverse tax consequences; challenges of developing, maintaining and
supporting local language and currency capabilities; greater risk of chargebacks and higher
levels of fraud in some countries; legal and regulatory restrictions; foreign exchange controls
that might prevent the repatriation of cash; political and economic instability; export
restrictions; and higher costs associated with doing business internationally. Any of these risks
could harm the Enlarged Group’s efforts to grow revenues, which would in turn have a material
adverse effect on its business, revenue and financial position.

(c)

The Enlarged Group may seek to acquire or invest in other businesses if appropriate
opportunities become available. Any future acquisition may pose regulatory, antitrust,
integration and other risks. Any of these factors may significantly affect the benefits or
anticipated benefits of such acquisitions or investments and consequently the results or
operations of the Enlarged Group. Furthermore, any new acquisitions will require significant
management time and resources and may require the diversion of resources from other
activities. The Enlarged Group may be unable to manage future acquisitions profitably or to
integrate such acquisitions successfully without incurring substantial costs, delays or other
problems. In addition, any companies or businesses acquired or invested in may not achieve
levels of profitability or revenue that justify the original investment made by the Enlarged
Group. The occurrence of any such events could have a material adverse effect on the business,
results of operations, financial condition and prospects of the Enlarged Group.

Dependence on strong brand identities
The success of the GVC Group and the bwin.party Group depends on their strong brands and if,
following the Acquisition, the Enlarged Group is not able to maintain and enhance those brands, its
ability to expand its base of customers, advertisers and affiliates may be impaired and its business and
operating results could be harmed. The GVC Directors believe that the brand identities that the GVC
Group and the bwin.party Group have developed have significantly contributed to the success of their
respective businesses. The GVC Directors also believe that maintaining and enhancing these brands
is important to expanding the Enlarged Group’s base of customers and affiliates. Maintaining and
enhancing these brands may require substantial investments by the Enlarged Group and these
investments may not be successful. If the Enlarged Group fails to promote and maintain the GVC
Group’s brands and the bwin.party Group’s brands, or if it incurs excessive expenses in this effort, its
business, revenue and financial position may be materially and adversely affected. The GVC Directors
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anticipate that, as the market becomes increasingly competitive, maintaining and enhancing the
brands may become increasingly difficult.
5.

ISSUES RELATING TO TECHNOLOGY

5.1

Technological solutions
The GVC Group and the bwin.party Group have systems and controls in place which seek to ensure
that they do not unwittingly offer betting and/or gaming products into certain jurisdictions. However,
there is no guarantee that the technical blocks which they currently have in place will be entirely
effective. This could place each of the GVC Group and the bwin.party Group, and consequently,
following the Effective Date, the Enlarged Group, in breach of relevant laws and regulations and/or in
breach of relevant licences or key contracts, or wider obligations which would have a material adverse
effect on the financial position of the GVC Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group. Likewise, applications for a licence in some jurisdictions will depend upon
proven blocking during the application process, and thereafter for certain types of products. Even with
effective blocking technology, there is no guarantee that a jurisdiction might not bring enforcement
proceedings in relation to legacy business with the resultant financial risk if such proceedings are
successful.

5.2

Dependence on the internet and telecommunications
The business of the GVC Group and the bwin.party Group is dependent on the internet and on the
continued growth and maintenance of the internet infrastructure and the penetration of mobile and
tablet devices in certain jurisdictions. There can be no assurance that the internet infrastructure will
continue to be able to support the demands placed on it by continued growth in the number of users
of and amount of traffic on the internet. The rate at which internet use and traffic is able to increase
will depend, inter alia, on the speed at which technological improvements can: (i) expand the means
and reduce the costs of access to the internet; (ii) enhance the ease and speed of internet use;
(iii) increase the capacity and reliability of the internet infrastructure; and (iv) increase the level of
consumer and business confidence in the security and reliability of internet transactions. Internet
infrastructure may be unable to support the demands placed on it and could suffer due to delays in the
development or adoption of new standards and protocols to handle increased levels of internet activity.
Any failure of the internet infrastructure to support these demands may have a material adverse impact
on the businesses of the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group.
In addition, viruses, worms and similar programmes may harm the performance of the internet. The
internet has experienced, and may in the future experience, outages and delays. These outages and
delays could reduce the level of internet usage as well as its ability to operate. In addition, given that
access to the internet can be made through multiple devices that are dependent on different technology
to support access to specific products, the robustness and adaptability of that underlying technology
will also be critical.

5.3

Dependence on technology and advanced information systems
The operations of the GVC Group and the bwin.party Group are highly dependent on technology and
advanced information systems and there is a risk that such technology or systems could fail. There
can be no assurance that such technology or systems will not be subject to damage or interruption
caused by human error, unauthorised access, increase in volume of usage of online services, natural
hazards or disasters or other similarly disruptive events, or will be able to support a significant
increase in online traffic or increased customer numbers. Any failure or disruption of, or damage to,
the technology or systems used by the GVC Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group in its own businesses could have a material adverse effect on those
businesses and their financial conditions or results of operations; in particular any damage to, or
failure of, their online systems could result in interruptions to their financial controls and customer
service systems, cause a loss of business and expose them to liability.
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The bwin.party Group’s InterTrader’s licensed service, InterTrader Direct, fully hedges every trade it
takes back-to-back in the market, i.e. it does not take positions against its clients, and relies for its
revenues solely on the spread or commission income generated by each trade. A technical malfunction
could result in customers taking a position that InterTrader unknowingly did not hedge and expose
InterTrader to market risks on those unhedged trades.
In addition, with information and security arrangements shared across a supply chain, the cyber
security of any one organisation within the chain is potentially exposed to the vulnerabilities of the
weakest member of the supply chain. Therefore, third party software providers, website builders, data
aggregators and B2B partners that are connected to databases of the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group potentially constitute a cyber-risk to the
Enlarged Group. While the GVC Group and the bwin.party Group use, and following the Effective
Date, the Enlarged Group will use, multiple technical solutions and common standards to help to
mitigate these risks (for example, Payment Card Industry Data Security Standard (“PCI DSS”)), the
possible risk of cyber security vulnerability in the supply chain remains.
The GVC Group and the bwin.party Group have in place business continuity and disaster recovery
systems and procedures and security measures in the event of failure or disruption of, or damage to,
their technology or systems, but such procedures and measures may not anticipate, prevent or mitigate
any material adverse effect of such failure, disruption or damage on the business, financial condition
and results of operations of the GVC Group, the bwin.party Group and, following the Effective Date,
the Enlarged Group.
Should the IT systems of the Enlarged Group fail or be subject to disruption, and the Enlarged Group
is unable to carry on its businesses in the ordinary course, there could be a material adverse effect on
the business, results of operations, financial condition and prospects of the Enlarged Group.
5.4

Vulnerability to hacker intrusion, DDoS, malicious viruses and other cyber crime attacks
As with all online gaming companies, the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group will be vulnerable to cyber crime attacks which could adversely
affect their business. Examples include distributed denial of service (“DDoS”) attacks and other forms
of cyber crime, such as attempts by computer hackers to gain access to the systems and databases of
the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group for the
purpose of manipulating results which may cause systems failure, business disruption and have a
materially adverse effect on the financial condition of the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group.
The GVC Group and the bwin.party Group employ intrusion detection and prevention measures, but
nevertheless such attacks are, by their nature, technologically sophisticated and therefore may be
difficult or impossible to detect and/or defend against. If the protection and prevention devices were
to fail or be circumvented, the reputation of the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group may be harmed, which could in turn have a material adverse effect
on their financial condition and prospects.

5.5

Vulnerability to hackers stealing customers’ details for the purposes of identity theft
The GVC Group and the bwin.party Group hold data pertaining to card holders including credit card
numbers, names and addresses. The operations of the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group could be materially and adversely impacted by
breaches of security and systems intrusions conducted for the purpose of stealing such personal
information of customers. Any such activity could harm the reputation of the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group, expose it to penalties, fines
and legal claims and deter current or potential customers from using their services, thereby resulting
in a material adverse effect on their financial condition.
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5.6

5.7

Technological change in the market for online gaming products and services
(a)

The market for online gaming products and services is characterised by technological
developments, new product and service introductions and evolving industry standards. The
emergence of new products and services and the evolution of existing ones will require the
GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group to
use leading technologies effectively, continue to develop their technological expertise, enhance
their current products and services and continue to improve the performance, features and
reliability of their technology and advanced information systems. Furthermore, the widespread
adoption of new internet technologies or standards could require substantial expenditure to
replace, upgrade, modify or adapt the technology and systems of the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group, which could have an
adverse impact on the their business, financial condition and results of operations.

(b)

There can be no assurance that the technology and systems currently used by, and being
developed by, the GVC Group and the bwin.party Group will be successful, or that they will
not be rendered obsolete by new technologies and more advanced systems introduced in the
industry or adopted by competitors. In addition, new internet or other technology-based
products, services or enhancements offered by the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group may contain design flaws or other defects
and/or require costly modifications or may result in a loss of confidence in the products and
services of the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group by its customers or loss of revenue, a combination of which could have a
material adverse effect on the business, financial condition and results of operations of the
GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged Group.

System failures and breaches of security
The successful operation of the business of the Enlarged Group will depend upon maintaining the
integrity and operation of the computer and communication systems supplied and maintained by third
parties. However, these systems and operations are vulnerable to damage or interruption from events
which are beyond the control of the third party suppliers, such as:
(a)

fire, flood and other natural disasters;

(b)

power loss or telecommunications or data network failure;

(c)

improper or negligent operation of systems by employees of the third party and unauthorised
physical or electronic access; and

(d)

interruptions to internet system integrity generally as the result of attacks by computer hackers,
computer viruses, DDoS, increase in volume in usage of online services, or other types of
security breaches.

Any such damage or interruptions could impair the ability of the GVC Group, the bwin.party Group
and, following the Effective Date, the Enlarged Group to provide its services to customers, and could
result in significant disruption to the GVC Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group and their customers. This could be harmful to the reputation of the GVC
Group, the bwin.party Group and, following the Effective Date, the Enlarged Group and deter current
or potential customers from using their services. There can be no guarantee that the security measures
in place at the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group will protect it from all breaches of security, and any such breach of security could have an
adverse effect on the business, results of operations or financial condition of the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group.
There can be no assurance that the current systems of the GVC Group and the bwin.party Group will
be able to support a significant increase in online traffic or increased customer numbers. The GVC
Group and the bwin.party Group have in place business continuity procedures and security measures
in the event of network failure or disruption, but such procedures and measures may not anticipate,
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prevent or mitigate any material adverse effect of such failure or disruption on the business, financial
condition and results of operations of the GVC Group, the bwin.party Group and, following the
Effective Date, the Enlarged Group.
Furthermore, the GVC Group and, following the Effective Date, the Enlarged Group may at any time
be required to expend significant capital or other resources to protect against network failure and
disruption, including the replacement or upgrading of existing business continuity systems,
procedures and security measures. If replacements, expansions, upgrades and other maintenance are
not completed efficiently or there are operational failures, the quality of product and service
experienced by the customer could decline. If, as a result, customers were to reduce or stop their use
of the products and services of the GVC Group and, following the Effective Date, of the Enlarged
Group, this could have a material adverse effect on the business, financial condition and results of
operations of the GVC Group and, following the Effective Date, the Enlarged Group.
6.

INTELLECTUAL PROPERTY

6.1

Protection of intellectual property
The GVC Group and the bwin.party Group take appropriate measures including, where appropriate,
legal action, to protect their intellectual property rights, including in relation to their proprietary
technology and website content and trade marks. However, any failure to adequately protect their
intellectual property may result in: (i) a person copying or otherwise obtaining and using the GVC
Group, the bwin.party Group and, following the Effective Date, the Enlarged Group’s, proprietary
content and technology without authorisation, (ii) the misappropriation of their proprietary
information or other intellectual property rights, and (iii) the absence of a registered trade mark in key
jurisdictions which may make it more difficult for the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group, to prevent others from using the same or similar
names used by the GVC Group, the bwin.party Group and, following the Effective Date, the Enlarged
Group. In addition, policing unauthorised use of proprietary information or other intellectual property
rights, particularly on the internet, is difficult and expensive.
Notwithstanding the measures set out above, from time to time the GVC Directors become aware of
registered trade marks, or pending applications to register trade marks, for sports betting and gaming
services in key jurisdictions which include words which may be considered to be similar to “GVC”,
“Superbahis”, “Sportingbet”, “Betboo”, “CasinoClub” or other brands used by the GVC Group. The
pending applications may not be capable of registration and may not proceed to registration. In
addition, any misappropriation or other unauthorised use of any intellectual property rights of the
GVC Group, the bwin.party Group or following the Effective Date, the Enlarged Group, could have
a negative effect on their businesses, operating results and the value of their respective brands and
consequently on the Enlarged Group.
There are several known ongoing trade mark disputes relating to marks registered by the bwin.party
Group, including “Kalixa” and “Kalixa PAY” trade mark opposition, “PARTY.COM” (device)
co-existence agreement being in negotiation, “bwin.party” (device) trade mark opposition in China,
“BWIN.PARTY” pending registry decision in Turkey, “BWIN” third party application opposition in
Turkey. These oppositions suggest that third parties are using, or intend to use, trade marks that could
be confused with trade marks used by (or otherwise owned by) the bwin.party Group in respect of
classes of goods and/or services that the bwin.party Group provides under those trade marks. The
disputes relating to the bwin.party and BWIN trade marks may present a material issue as an
unsuccessful outcome will impact the use of the brand in both China and Turkey.
Furthermore, in future, the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group, may need to go to court to enforce their intellectual property rights, to protect trade
secrets or to determine the validity or scope of the proprietary rights of others. Litigation relating to
the GVC Group, the bwin.party Group or, following the Effective Date, the Enlarged Group’s
intellectual property, whether instigated by the GVC Group, the bwin.party Group or, following the
Effective Date, the Enlarged Group to protect their rights or arising out of alleged infringement of
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third party rights, might result in substantial costs and the diversion of resources and management
attention. Any such steps to enforce their intellectual property rights may not be successful.
6.2

Infringement of intellectual property rights held by others
The business activities, products and systems of the Enlarged Group may infringe the proprietary
rights of others, and other parties may assert infringement claims against any of them. Parties making
claims against the Enlarged Group may be able to obtain injunctive or other equitable relief which
could effectively block the Enlarged Group’s ability to utilise those rights. Any such claim and any
resulting litigation could, should it occur and succeed, subject the Enlarged Group to significant
liability for damages (or an account of profits) and legal costs (which would be incurred regardless of
whether the claim is successful or not) and could result in invalidation of their proprietary rights, loss
of rights to use software or other intellectual property or technology that are material to its business
and/or require it to enter into costly and onerous royalty and licensing agreements. Such royalty and
licensing agreements, if required, may not be available on terms acceptable to the Enlarged Group, or
may not be available at all. In addition, the Enlarged Group may also need to file legal proceedings to
defend its trade secrets and the validity of its intellectual property rights, or to determine the validity
and scope of the proprietary rights of others. Such litigation, whether successful or unsuccessful,
could result in substantial costs and diversion of resources, including management time and resources,
as well as potential negative publicity. The occurrence of any of these events could have a material
adverse effect on the business, results of operations, financial condition and prospects of the Enlarged
Group.

6.3

Registration of domain names
The GVC Group and the bwin.party Group have acquired many domain names around the world.
However, if any of the GVC Group, EPC (in relation to the Superbahis Business) or the bwin.party
Group, or following the Effective Date, the Enlarged Group are unable to acquire or use a domain
name which incorporates the word “GVC”, “Superbahis”, “Sportingbet”, “Betboo”, “CasinoClub” (or
other brands owned by the GVC Group or EPC) or “bwin.party”, “bwin”, “partysports”, “partypoker”,
“partycasino” or “Foxy Bingo” (or other brands of bwin.party which, following the Effective Date,
will be owned by the Enlarged Group) in all countries in which they operate, or into which they may
seek to expand their operations, their ability to trade or compete effectively may be impaired.
Notwithstanding any recovery efforts through the courts or domain name dispute bodies, and whilst
it is relatively easy to register a domain name, it does not follow that the GVC Group, EPC (in relation
to the Superbahis Business), the bwin.party Group and, following the Effective Date, the Enlarged
Group will be free to use their domain names in all jurisdictions in which they operate. It is possible
that domain names of the GVC Group, EPC (in relation to the Superbahis Business), the bwin.party
Group and, following the Effective Date, the Enlarged Group could infringe a prior third party trade
mark registration in certain jurisdictions or someone may have common law or other related rights
(based on reputation in the name) which may prevent the GVC Group, EPC (in relation to the
Superbahis Business) and, following the Effective Date, the Enlarged Group from using such domain
name. The global nature of the internet means competing or conflicting intellectual property rights can
exist anywhere and are very difficult to monitor.
Litigation alleging the infringement by the GVC Group, the bwin.party Group or, following the
Effective Date, the Enlarged Group, of any third party rights in relation to domain names might result
in substantial costs and the diversion of resources and management attention.
The GVC Directors intend that the GVC Group, the bwin.party Group and, following the Effective
Date, the Enlarged Group, will continue to acquire domain names as suitable opportunities arise. The
acquisition and maintenance of domain names generally is regulated by applicable laws, as they are
applied by the courts, government agencies and their designees and internet domain name regulatory
bodies, and is subject to change. Internet domain name regulatory bodies may establish additional top
level domains, appoint additional domain name registrars or modify the requirements for holding
domain names. Depending on the laws of the particular jurisdiction, following the Effective Date, the
Enlarged Group might not be able to offer products and services under a domain name which
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incorporates the word “GVC”, “Superbahis”, “Betboo”, “CasinoClub” (or other brands owned by the
GVC Group or EPC) or “bwin.party” (or other brands of the bwin.party Group which, following the
Effective Date, will be owned by the Enlarged Group).
Any restriction or prohibition on the GVC Group, EPC (in relation to the Superbahis Business), the
bwin.party Group or, following the Effective Date, the Enlarged Group, in offering products and
services under a domain name which incorporates the word “GVC”, “Superbahis”, “Betboo”,
“CasinoClub” (or other brands owned by the GVC Group or EPC) or “bwin.party”, “bwin”,
“partysports”, “partypoker” or “partycasino” (or other brands of the bwin.party Group which,
following the Effective Date, will be owned by the Enlarged Group) in any jurisdiction could have a
negative effect on their businesses, operating results and the value of the brands of the GVC Group,
the bwin.party Group and, following the Effective Date, the Enlarged Group, and as a consequence,
the value of the GVC Shares may be adversely affected.
7.

GENERAL INVESTMENT RISKS

7.1

Market price of GVC Shares could be subject to significant fluctuations
The market price of GVC Shares could be subject to significant fluctuations due to a variety of factors
including changes in sentiment in the market regarding the GVC Shares or in response to various
factors and events. The fluctuations could result from national and global political, economic and
financial conditions, the market’s response to the Transaction, market perceptions of GVC, legal or
regulatory changes affecting the Enlarged Group’s operations or interests and various other factors
and events which are referred to elsewhere in these Risk Factors. In addition, the market price of the
GVC Shares may be affected by many variables which are not directly related to the success of the
GVC Group or, following the Effective Date, the Enlarged Group, and which are not within its
control, including the attractiveness of alternative investments.
In addition, the market price of the GVC Shares may not reflect the underlying value of the assets of
GVC or, following the Effective Date, those of the Enlarged Group. The market in the GVC Shares
or the Enlarged Issued Share Capital may be illiquid or subject to sudden or large fluctuations and it
may be difficult for GVC Shareholders to sell their GVC Shares.
A number of other factors, many of which are outside GVC’s control, may cause the price of the GVC
Shares and the income derived from the GVC Shares to fluctuate significantly in the future. These
factors may include, but are not limited to:
(a)

the ability of the GVC Group and, following the Effective Date, the Enlarged Group to attract
new customers and retain existing customers in the face of strong competition in the provision
of online gaming and sports betting services;

(b)

period-to-period variations in operating results or change in revenue or profit estimates by the
GVC Group and, following the Effective Date, the Enlarged Group, industry participants or
financial analysts;

(c)

whether the strong relationship which currently exists between major sporting events and
increased betting activity continues in the future;

(d)

the rate at which the public increases its use of the internet and mobile devices to conduct
online gaming and betting;

(e)

fluctuations in foreign exchange rates, which could affect the Euro equivalent revenue obtained
from the various jurisdictions in which the GVC Group and, following the Effective Date, the
Enlarged Group, has customers. Such fluctuations may also impact the Euro equivalent costs
payable by the GVC Group and, following the Effective Date, the Enlarged Group, that may
impact reported financial performance;

(f)

the operating and share price performance of other companies that investors may consider
comparable to the Company; and
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(g)

7.2

the fact that publicly traded securities can experience significant price and trading volume
fluctuations that are unrelated to the operating and financial performance of the companies that
have issued them.

Shareholders may earn a negative or no return on their investment in the Company
Stock markets have, in the last few years, experienced significant price and volume fluctuations that
have affected the market price of the GVC Shares. Furthermore, the GVC Group’s and, following the
Effective Date, the Enlarged Group’s operating results and prospects from time to time may be below
the expectations of market analysts and investors. Any of these events could result in a decline in the
market price of the GVC Shares and, following the Effective Date, the Enlarged Issued Share Capital,
and consequently holders of GVC Shares may get back less than their original investment or may lose
the whole of their investment.

7.3

More active trading in the GVC Shares may not occur
Although GVC will apply for admission of the GVC Shares to the Standard Segment of the Official
List and to trading on the London Stock Exchange’s Main Market for listed securities, and it is
expected that these applications will be approved (GVC plans to also seek a Premium Listing for the
Enlarged Company thereafter), no assurance can be given that the trading market for the GVC Shares
will be more active than when GVC’s securities were admitted to trading on AIM or, if developed,
will be sustained following Admission. If an active trading market is not developed or maintained, the
liquidity and trading price of the GVC Shares could be adversely affected. There can also be no
guarantee that the subsequent application for a Premium Listing will be obtained by the Enlarged
Company.

7.4

Potential future offers of GVC Shares
Other than pursuant to the Fundraising and the Acquisition, the GVC Directors have no current plans
for further offers of GVC Shares. However, it is possible that the GVC Directors may decide to offer
GVC Shares in the future in order to raise financing to fund future acquisitions and/or for other growth
opportunities. GVC may, therefore, for these and other purposes, such as in connection with share
incentive plans, issue additional equity or convertible equity securities. If holders of the Enlarged
Issued Share Capital did not participate in such offer of equity securities, or were not eligible to
participate in such offering, their proportionate ownership and voting interests in the Enlarged
Company would be diluted and their GVC Shares would represent a reduced percentage of the
Enlarged Issued Share Capital. In addition, any such offering could adversely affect the prevailing
market price of the GVC Shares and could impair the Enlarged Company’s ability to raise capital
through future sales of equity securities.

7.5

Significant sale of GVC Shares could adversely affect the market price of outstanding GVC Shares
An offering or significant sale of GVC Shares by any of the Enlarged Company’s major shareholders,
or the perception that such sales might occur, could have an adverse effect on the market price of the
GVC Shares. This may make it more difficult for holders of the Enlarged Issued Share Capital to sell
their GVC Shares at a time and price that they deem appropriate, and could also impede the Enlarged
Company’s ability to issue equity securities in the future.
Further issues of GVC Shares may also be dilutive to holders of the Enlarged Issued Share Capital or
may result in the issuance of shares where rights, preferences and privileges are senior to those
attaching to the Enlarged Issued Share Capital.

7.6

GVC Shareholders will own a smaller percentage of the Enlarged Issued Share Capital than they
currently own of GVC
Following the Effective Date, GVC Shareholders will own a smaller percentage of the Enlarged
Issued Share Capital than they currently own of GVC.
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7.7

bwin.party Shareholders will own a smaller percentage of the Enlarged Issued Share Capital than
they currently own of bwin.party
Following the Effective Date, those bwin.party Shareholders who receive (or who elect to receive (as
the case may be)) Consideration Shares under the Mix and Match Facility will own a smaller
percentage of the Enlarged Issued Share Capital than they currently own of bwin.party.

7.8

Risks of executing the Acquisition could cause the market price of GVC Shares to decline
The market price of the GVC Shares may decline for many reasons as a result of the Acquisition
including, if:
(a)

the integration of the bwin.party Group is unsuccessful;

(b)

GVC does not achieve the expected benefits of its acquisition of the bwin.party Group as
rapidly or to the extent anticipated by GVC’s financial analysts or investors or at all;

(c)

the effect of GVC’s acquisition of the bwin.party Group on its financial results is not consistent
with the expectations of financial analysts or investors; or

(d)

former bwin.party Shareholders sell a significant number of their GVC Shares after the
Effective Date.

The number of Consideration Shares that will be issued to bwin.party Shareholders pursuant to the
Acquisition (assuming that no options or awards under the bwin.party Share Schemes are exercised
prior to the Court’s sanction of the Scheme) will be approximately 195,205,603, representing
approximately 66.8 per cent. of the Enlarged Issued Share Capital (assuming the Fundraising
completes as anticipated in paragraph 7 of Part 1 of this document). If a significant proportion of
bwin.party Shareholders who receive Consideration Shares in the Acquisition seek to sell those GVC
Shares within a short period after the Effective Date, this could create selling pressure in the market
for GVC Shares or a perception that such selling pressure may develop, either of which may adversely
affect the market for, and the market price of, GVC Shares.
7.9

The market price of GVC Shares may be affected by factors different from those affecting the price
of bwin.party Shares
If the Acquisition is successfully completed, bwin.party Shareholders will become holders of shares
in the Enlarged Company. The Enlarged Group’s business will differ from that of the bwin.party
Group, and the GVC Group’s results of operations, as well as the price of GVC Shares, may be
affected by factors different from those affecting the bwin.party Group’s results of operations and the
price of bwin.party Shares.

7.10 The level of any dividend paid in respect of the GVC Shares is subject to a number of factors
As a result of the combination of debt covenants under the Cerberus Loan and the intended
restructuring of the Enlarged Group, it is anticipated that there will be a suspension of dividend
payments by GVC during 2016. GVC intends to resume the payment of dividends in 2017, once most
of the costs of achieving the expected synergies from the Acquisition will have been incurred.
However, exact timing of a return to dividend payments and the quantum of future dividends will be
determined by both the profits generated by the Enlarged Group, any constraints imposed by the
providers of debt finance and the success and speed of the restructuring of the Enlarged Group. There
can therefore be no guarantee that the Enlarged Group will be in a position to resume dividend
payments in 2017.
In addition, the level of any dividend paid in respect of the GVC Shares will, following the Effective
Date, be within the discretion of the GVC Directors and is subject to a number of factors, including
the business and financial condition, earnings and cashflow of, and other factors affecting, the
Enlarged Group, as well as the availability of funds from which dividends can be legally paid. The
level of any dividend in respect of the GVC Shares is also subject to the extent to which the Enlarged
Company receives funds, directly or indirectly, from its operating subsidiaries and divisions in a
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manner which creates funds from which dividends can be legally paid. Any reduction in dividends
paid on GVC Shares from those historically paid on GVC Shares, or the failure to pay dividends in
any financial year, could adversely affect the market price of GVC Shares.
The interpretation of tax legislation or any change thereto could affect the GVC Directors’ ability to
provide returns to holders of the Enlarged Issued Share Capital. Statements in this document
concerning the taxation of investors in the GVC Shares are based on current tax law and practice in
the UK, which is subject to change. The taxation of an investment in the Enlarged Company depends
on the individual circumstances of the relevant investor.
7.11 Availability of additional capital
Although, in the opinion of the GVC Directors, the available working capital is sufficient for the
Enlarged Group’s current operations and operational strategies, that is for at least the next 12 months
following the date of this document, the Enlarged Group may require more capital in the longer term
to fund its operations, enhance and expand the range of products it offers and respond to potential
strategic opportunities, such as investments, acquisitions and international expansion.
The GVC Directors can give no assurance that, in the longer term, additional financing will be
available on terms favourable to the Enlarged Group, or at all. The terms of available financing may
place limits on the Enlarged Group’s financial and operational flexibility. If adequate funds are not
available on acceptable terms in these circumstances, the Enlarged Group may be forced to reduce its
operations or delay, limit or abandon expansion opportunities. Moreover, even if the Enlarged Group
is able to continue its operations, the failure to obtain additional financing in the longer term could
reduce its competitiveness.
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AIII 5.4.2

EXPECTED TIMETABLE OF PRINCIPAL EVENTS
Time and/or date(i)(ii)

Event
Announcement of the Offer and the Fundraising

4 September 2015

Application filed in the Court seeking an order for the meeting
of the members of bwin.party under section 296 of the
Gibraltar Companies Act

AIII 4.7
AIII 5.1.3
AIII 5.1.8
AIII 5.1.9
AIII 5.2.3(g)

13 October 2015

AIII 5.2.4
AIII 6.1

Despatch of this document and the Scheme Document

13 November 2015

Latest time and date for receipt of white bwin.party Forms
of Direction for the bwin.party Shareholder Court Meeting

1.00 p.m. on 10 December 2015(iii)

Latest time and date for receipt of blue bwin.party Forms
of Direction for the bwin.party General Meeting

1.00 p.m. on 10 December 2015(iv)

Latest time and date for receipt of white bwin.party Forms
of Proxy for the bwin.party Shareholder Court Meeting

1.00 p.m. on 11 December 2015(v)

Latest time and date for receipt of blue Forms of Proxy
for the bwin.party General Meeting

1.00 p.m. on 11 December 2015(vi)

Latest time and date for receipt of GVC Forms of Proxy
for the GVC General Meeting

10.30 a.m. on 11 December 2015

Record time for voting at the bwin.party Shareholder Court Meeting

6.00 p.m. on 13 December 2015(vii)

Record time for voting at the bwin.party General Meeting

6.00 p.m. on 13 December 2015(vii)

Record time for voting at the GVC General Meeting

6.00 p.m. on 13 December 2015

bwin.party Shareholder Court Meeting

9.00 a.m. (Gibraltar time)
on 15 December 2015

bwin.party General Meeting

9.15 a.m. (Gibraltar time)
on 15 December 2015(viii)
10.30 a.m. on 15 December 2015(ix)

GVC General Meeting
The following dates are subject to change(ii)
Last day of dealings in, and for registration of transfers of, and
disablement in CREST of, bwin.party Shares
Scheme Court Hearing to sanction the Scheme

5.00 p.m. on 28 January 2016
10.00 a.m. (Gibraltar time)
on 29 January 2016

Scheme Record Time

6.00 p.m. on 1 February 2016

Effective Date of the Scheme

1 February 2016

Last day of trading of GVC Shares on AIM

1 February 2016

Delisting of bwin.party Shares

on or around 8.00 a.m. on
2 February 2016

Delisting of GVC Shares from AIM

on or around 8.00 a.m. on
2 February 2016
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Time and/or date(i)(ii)

Event
Admission of the GVC Shares to the Standard Segment of
the Official List
Commencement of dealings in GVC Shares

on or around 8.00 a.m. on
2 February 2016
on or around 8.00 a.m. on
2 February 2016

Crediting of Consideration Shares, Placing Shares and Subscription
Shares to CREST accounts

as soon as possible after
8.00 a.m. on 2 February 2016

Settlement of cash consideration due to Scheme Shareholders

by no later than 14 February 2016

Payments in respect of fractional entitlements (where applicable)

by no later than 14 February 2016

Latest date for despatch of cheques and share certificates or settlement
through CREST in respect of the cash consideration payable to
Scheme Shareholders
by no later than 14 February 2016
Long Stop Date (being the latest date by which the Scheme may
become effective in accordance with its terms)

31 March 2016

Notes:
(i)

All times shown in this document are London times unless otherwise stated. The dates and times given are indicative only and
may be subject to change (including as a result of changes to Court times and the regulatory timetable). If any of the times and/or
dates above change, the revised times and/or dates will be notified to shareholders by announcement through the Regulatory
News Service of the London Stock Exchange.

(ii) These times and dates are indicative only and will depend, amongst other things, on the dates upon which: (i) the Conditions are
satisfied or (where permitted) waived; (ii) the Court sanctions the Scheme.
(iii) The white bwin.party Form of Direction for the bwin.party Shareholder Court Meeting must be returned by no later than
1.00 p.m. (London time) on 10 December 2015 (or in the case of an adjourned meeting, not less than 72 hours prior to the time
and date set for the adjourned meeting) to be valid.
(iv) The blue bwin.party Form of Direction for the bwin.party General Meeting must be returned by no later than 1.00 p.m. (London
time) on 10 December 2015 (or in the case of an adjourned meeting, not less than 72 hours prior to the time and date set for the
adjourned meeting) to be valid.
(v) If the white bwin.party Form of Proxy for the bwin.party Shareholder Court Meeting is not returned by the above time, it may
be handed to Capita, on behalf of the Chairman of the bwin.party Shareholder Court Meeting, at the bwin.party Shareholder
Court Meeting before the taking of the poll.
(vi) The blue bwin.party Form of Proxy for the bwin.party General Meeting must be returned by no later than 1.00 p.m. (London
time) on 11 December 2015 (or in the case of an adjourned meeting, not less than 48 hours prior to the time and date set for the
adjourned meeting) to be valid.
(vii) If the bwin.party Shareholder Court Meeting or the bwin.party General Meeting is adjourned, the voting record time for the
relevant adjourned meeting will be 6.00 p.m. on the date two days before the date set for such adjourned meeting.
(viii)To commence at 9.15 a.m. (Gibraltar time) or, if later, immediately after the conclusion or adjournment of the bwin.party
Shareholder Court Meeting.
(ix) If the GVC General Meeting is adjourned, the voting record time for the relevant adjourned meeting will be 48 hours (excluding
non-Business Days) before the scheduled time for such adjourned meeting.
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AIII 5.3.1

ACQUISITION AND FUNDRAISING STATISTICS
Number of GVC Shares in issue as at 11 November 2015 (being the latest
practicable date prior to publication of this document)

61,276,480

Number of Placing Shares to be issued pursuant to the Placing

27,978,812

AIII 4.1
AIII 9.1

Number of Subscription Shares to be issued pursuant to the Subscription
Net proceeds of the Fundraising

7,566,212
approximately £145.1 million

Number of Consideration Shares to be issued in connection with the Scheme
Number of GVC Shares expected to be in issue immediately upon
Completion of the Acquisition and the Fundraising
Expected number of GVC Shares as a percentage of the Enlarged Issued
Share Capital in issue following the Scheme becoming Effective
ISIN Code of the New GVC Shares

up to 195,205,603*
292,027,107**
approximately 20.98 per cent.**
IM00B5VQMV65

SEDOL

B5VQMV6

Notes:
*

Assumes that the Fundraising completes in accordance with paragraph 7 of Part 1 of this document and that no options or awards
under the bwin.party Share Plans are exercised prior to the sanction of the Scheme.

**

Assumes that no new GVC Shares are issued as a result of (i) the exercise of any options or (ii) awards vesting under the GVC
Share Incentive Schemes between 11 November 2015 (being the latest practicable date prior to the date of publication of this
document) and Admission.
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IMPORTANT INFORMATION
Notice to Scheme Shareholders and potential investors
United States
The Acquisition relates to the shares of a Gibraltar company and is being implemented by means of a scheme
of arrangement provided for under Gibraltar company law. The Scheme is subject to the disclosure
requirements and practices applicable in Gibraltar to schemes of arrangement, which differ from the
disclosure and other requirements that would be applicable under US securities laws to domestic companies,
including the requirements of the US proxy solicitation rules.
The financial information included in this document has been prepared in accordance with International
Financial Reporting Standards (“IFRS”). US GAAP differs in certain significant respects from IFRS. None
of the financial information in this document has been audited in accordance with auditing standards
generally accepted in the United States or the auditing standards of the Public Company Accounting
Oversight Board (United States).
GVC is a corporation incorporated under the laws of the Isle of Man. Most of the GVC Directors
and the officers of GVC are citizens and residents of countries other than the United States. Substantially all
of the assets of such persons and the GVC Group are located outside the United States. As a result, it may
not be possible for investors to effect service of process within the United States upon such persons or GVC,
or to enforce against them judgments of US courts, including judgments predicated upon civil liabilities
under the securities laws of the United States or any state or territory within the United States. There is
substantial doubt as to the enforceability in the United Kingdom or the Isle of Man in original actions or in
actions for enforcement of judgments of US courts, based on the civil liability provisions of US federal
securities laws.
Consideration Shares
The Consideration Shares to be issued under the Scheme have not been, and will not be, registered under the
US Securities Act and are being offered in reliance upon the exemption from the registration requirements
of the US Securities Act provided by section 3(a)(10) of the US Securities Act. Section 3(a)(10) of the US
Securities Act exempts from the registration requirements of the US Securities Act securities issued in
exchange for one or more bona fide outstanding securities where the terms and conditions of the issuance
and exchange of the securities have been approved by a court of competent jurisdiction, after a hearing upon
the fairness of the terms and conditions of the issuance and exchange at which all persons to whom the
securities will be issued have the right to appear. For the purpose of qualifying for this exemption from the
registration requirements of the US Securities Act, GVC and bwin.party will advise the Court that GVC will
rely on the section 3(a)(10) exemption based on the Court’s sanctioning of the Scheme, which will be relied
upon by GVC as an approval of the Scheme following a hearing upon the fairness of the terms and conditions
of the Scheme to Scheme Shareholders, at which hearing all such shareholders are entitled to attend in person
or through counsel to support or oppose the sanctioning of the Scheme and with respect to which notification
has been given to all such shareholders.
In certain circumstances, the US Securities Act imposes restrictions on the resale in the United States of
Consideration Shares received pursuant to the Scheme. The restrictions on resale imposed by the US
Securities Act will depend on whether the recipients of Consideration Shares are “affiliates” of GVC. For
the purposes of the US Securities Act, an “affiliate” of GVC is a person that directly or indirectly, through
one or more intermediaries, controls, is controlled by, or is under common control with, GVC. “Control”
means the possession, direct or indirect, of the power to direct or cause direction of the management and
policies of an issuer, whether through the ownership of voting securities, by contract or otherwise. Whether
a person is an affiliate of a company for the purposes of the US Securities Act depends on the circumstances.
Scheme Shareholders who are not affiliates of GVC after completion of the Scheme and were not affiliates
of GVC during the 90 days prior to the completion of the Scheme may freely resell GVC Shares received
pursuant to the Scheme in the United States. Any Scheme Shareholder who is or becomes an affiliate of GVC
may not resell GVC Shares received pursuant to the Scheme in the United States except in transactions
permitted by the resale provisions of Rule 144 promulgated under the US Securities Act.
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In addition, the GVC Shares have not been, and will not be, registered under the securities laws of any state
or other jurisdiction of the United States and, accordingly, will only be issued to the extent that exemptions
from the registration or qualification requirements of state “blue sky” securities laws are available. The GVC
Shares will not be issued to bwin.party Shareholders who are residents of, or have their principal place of
business in, the state of New York, and such bwin.party Shareholders cannot make an election under the Mix
and Match Facility and will only receive cash.
The GVC Shares have not been, and will not be, listed on a US securities exchange or quoted on any interdealer quotation system in the United States. GVC does not intend to take any action to facilitate a market
in GVC Shares in the United States. Consequently, GVC believes that it is unlikely that an active trading
market in the United States will develop for the GVC Shares.
If GVC decides to implement the Acquisition by way of a Takeover Offer, it will be made in satisfaction of
the procedural and filing requirements of the US securities laws, including, without limitation, Regulation
14E of the Exchange Act and subject, in the case of participation by bwin.party Shareholders resident in the
United States, to the availability of an exemption (if any) from the registration requirements of the US
Securities Act.
This document does not address any US federal income tax consequences of the Scheme for Scheme
Shareholders who are citizens of or resident in the United States. bwin.party Shareholders who are
citizens of or resident in the United States should consult their own legal and tax advisers with respect
to the legal and tax consequences of the Scheme or, if GVC decides to implement the Acquisition by
way of a Takeover Offer, the Takeover Offer, in their particular circumstances.
Placing Shares and Subscription Shares
The Placing Shares are being offered and sold only outside the United States pursuant to Regulation S under
the US Securities Act. The Subscription Shares are being separately offered and sold inside the United States,
pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the US
Securities Act and applicable state or local securities laws.
Other Jurisdictions
This document and any accompanying documents may not be treated as an invitation to acquire or subscribe
for any GVC Shares by any person resident or located in any Restricted Jurisdiction.
The GVC Shares have not been, and will not be, registered under the applicable securities laws of any
Restricted Jurisdiction. Accordingly, the GVC Shares may not be offered, sold, delivered or transferred,
directly or indirectly, in or into any Restricted Jurisdiction to or for the account or benefit of any national,
resident or citizen of any Restricted Jurisdiction.
The implications of the Scheme (including the right to make an election under the Mix and Match Facility)
for Overseas Shareholders may be affected by the laws of relevant jurisdictions. Such Overseas Shareholders
should inform themselves about, and observe, any applicable legal requirements. It is the responsibility of
all Overseas Shareholders to satisfy themselves as to the full compliance with the laws of the relevant
jurisdiction in connection therewith, including the obtaining of any governmental, exchange control or other
consents which may be required, or the compliance with other necessary formalities which are required to
be observed and the payment of any issue, transfer or other taxes due in such jurisdiction.
In any case where an Overseas Shareholder is resident, located or has a registered address in a Restricted
Jurisdiction or where GVC is advised that the granting of the right to make an election under the Mix and
Match Facility or the issue of Consideration Shares to an Overseas Shareholder would or may infringe the
laws of any jurisdiction outside the United Kingdom or would or may require GVC or bwin.party to obtain
or observe any governmental or other consent or any registration, filing or other formality (including ongoing
requirements) with which GVC or bwin.party is unable to comply, or which GVC or bwin.party regards as
unduly onerous, GVC may, in its sole discretion determine that:
(i)

no election under the Mix and Match Facility shall be valid or accepted in respect of such Overseas
Shareholder;
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(ii)

the Consideration Shares shall be issued to and sold on behalf of such shareholder with the net
proceeds of such sale being remitted to such shareholder; or

(iii)

the Consideration Shares shall instead be issued to a nominee appointed by GVC on behalf of such
holder on terms that the nominee shall, as soon as reasonably practicable following the Effective Date,
sell the Consideration Shares so issued with the net proceeds of such sale being remitted to such
Overseas Shareholder.

This document has been prepared for the purposes of complying with English law and the Prospectus Rules
and the information disclosed may not be the same as that which would have been disclosed if this document
had been prepared in accordance with the laws of jurisdictions outside of England and Wales.
THIS DOCUMENT DOES NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION
OF ANY OFFER TO BUY GVC SHARES IN ANY JURISDICTION IN WHICH SUCH OFFER OR
SOLICITATION IS UNLAWFUL. IT IS THE RESPONSIBILITY OF ANY PERSON RECEIVING
A COPY OF THIS DOCUMENT OUTSIDE OF THE UK TO SATISFY HIMSELF AS TO THE
FULL OBSERVANCE OF LAWS AND REGULATORY REQUIREMENTS OF THE RELEVANT
JURISDICTION IN CONNECTION THEREWITH, INCLUDING OBTAINING ANY
GOVERNMENTAL OR OTHER CONSENTS WHICH MAY BE REQUIRED OR OBSERVING
ANY OTHER FORMALITIES REQUIRED TO BE OBSERVED IN SUCH JURISDICTION AND
PAYING ALL OTHER ISSUE, TRANSFER OR OTHER TAXES DUE IN SUCH JURISDICTION.
PERSONS RECEIVING THIS DOCUMENT (INCLUDING, WITHOUT LIMITATION,
NOMINEES AND TRUSTEES) SHOULD NOT DISTRIBUTE IT INTO ANY JURISDICTION
WHEN TO DO SO WOULD, OR MIGHT, CONTRAVENE LOCAL SECURITIES LAWS AND
REGULATIONS.
Overseas Shareholders should consult their own legal and tax advisers with respect to the legal and
tax consequences of the Scheme in their particular circumstances.
Presentation of information
Investors should only rely on the information in this document and the documents (or parts thereof)
incorporated by reference. No person has been authorised to give any information or to make any
representations other than the information and representations contained in this document and the
documents (or parts thereof) incorporated by reference, and, if any other information or
representations is or are given or made, such information or representations must not be relied upon
as having been authorised by or on behalf of the Company, the Directors, the Proposed Director,
Houlihan Lokey or Cenkos. In particular, the contents of the Company’s and bwin.party’s websites do
not form part of this document and investors should not rely on them.
Without prejudice to any obligation of the Company to publish a supplementary prospectus pursuant
to section 87G of FSMA and paragraph 3.4.1 of the Prospectus Rules, neither the delivery of this
document nor Admission shall, under any circumstances, create any implication that there has been
no change in the business or affairs of the Company or of the GVC Group, the bwin.party Group or
the Enlarged Group since the date of this document or that the information contained herein is correct
as of any time subsequent to its date.
The Company does not accept any responsibility for the accuracy or completeness of any information
reported by the press or other media, nor the fairness or appropriateness of any forecasts, views or
opinions expressed by the press or other media regarding the Transaction, the GVC Group, the
bwin.party Group or the Enlarged Group. The Company makes no representation as to the
appropriateness, accuracy, completeness or reliability of any such information or publication.
The Company will update the information provided in this document by means of a supplement hereto if a
significant new factor that may affect the evaluation by prospective investors of the terms of the Acquisition
or the Scheme occurs prior to Admission or if this document contains any material mistake or inaccuracy.
Any supplement to this document will be subject to approval by the FCA and will be made public in
accordance with the Prospectus Rules. The contents of this document are not to be construed as legal,
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financial or tax advice. Each prospective investor should consult his or her own lawyer, financial adviser or
tax adviser for legal, financial or tax advice in relation to any investment in or holding of GVC Shares or any
acquisition of Consideration Shares in accordance with the Scheme.
This document is not intended to provide the basis of any credit or other evaluation and should not be
considered as a recommendation by any of the Company, the GVC Directors, the Proposed Director,
Houlihan Lokey or Cenkos or any of their respective affiliates or representatives that any recipient of this
document should agree to acquire the Consideration Shares in accordance with the Scheme or the Placing
Shares or Subscription Shares in accordance with the Fundraising.
Prior to making any voting decision in respect of the Scheme or making any decision in respect of the Mix
and Match Facility, persons acquiring the Consideration Shares should read this document in its entirety and
should not just rely on key information or information summarised within it. In making a voting decision or
any decision in respect of the Mix and Match Facility, each person acquiring Consideration Shares must rely
upon his or her own examination, analysis and enquiry of the Company and this document, including the
merits and risks involved.
Persons receiving Consideration Shares in connection with the Acquisition and/or Placing Shares or
Subscription Shares in connection with the Fundraising may not rely on Houlihan Lokey, Cenkos or any
person affiliated with them in connection with any investigation of the accuracy of any information contained
in this document or their investment decision and they may only rely on the information contained in this
document and the documents (or parts thereof) incorporated herein by reference.
Persons who receive Consideration Shares in accordance with the Scheme will be deemed to have
acknowledged that they have relied solely on the information contained in this document, and that no person
has been authorised to give any information or to make any representation, warranty or statement concerning
the GVC Group, the bwin.party Group or the Consideration Shares and, if given or made, any such other
information, representation, warranty or statement should not be relied upon as having been authorised by
the Company, the GVC Directors, the Proposed Director, Houlihan Lokey or Cenkos.
None of the Company, the GVC Directors, the Proposed Director, Houlihan Lokey or Cenkos or any of their
respective affiliates or representatives is making any representation to any person regarding the legality of an
investment in the Company.
Definitions
Certain terms used in this document, including all capitalised terms and certain technical and other terms,
are defined and explained in the Definitions and Glossary. All times referred to in this document are, unless
otherwise stated, references to London time. All references to legislation in this document are to the
legislation of England and Wales unless the contrary is indicated. Any reference to any provision of any
legislation or regulation shall include any amendment, modification, re-enactment or extension thereof.
Words importing the singular shall include the plural and vice versa, and words importing the masculine
gender shall include the feminine or neutral gender.
Cautionary note regarding forward-looking statements
This document contains certain “forward-looking statements” with respect to the business, strategy and plans
of GVC and, following the Effective Date, the Enlarged Group and its goals and expectations relating to its
future financial condition and performance. Statements that are not historical facts, including statements
about GVC’s or the GVC Directors’ beliefs and expectations are forward-looking statements. Words such as
“believes”, “anticipates”, “estimates”, “expects”, “intends”, “aims”, “potential”, “will”, “would”, “could”,
“considered”, “likely”, “estimate” and variations of these words and similar future or conditional expressions
are intended to identify forward-looking statements but are not the exclusive means of identifying such
statements.
These forward-looking statements are not guarantees of future performance, and there can be no guarantee
that the expectations reflected in such forward-looking statements will prove to be correct. Rather, they are
based on current beliefs, expectations and assumptions and involve known and unknown risks, uncertainties
and other factors, many of which are outside the control of the Company and are difficult to predict, that may
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cause actual results, performance, plans, objectives, achievements or events to differ materially from those
expressed or implied in such forward looking statements. Undue reliance should, therefore, not be placed on
such forward-looking statements. Any forward-looking statements contained in this document are subject to
(among other things) the risk factors described in the “Risk Factors” section of this document.
New factors will emerge in the future, and it is not possible to predict which factors they will be. In addition,
the impact of each factor on the GVC Group’s, bwin.party Group’s or the Enlarged Group’s business or the
extent to which any factor, or combination of factors, may cause actual results to differ materially from those
described in any forward-looking statement or statements cannot be assessed, and no assurance can,
therefore, be provided that assumptions will prove correct or that expectations and beliefs will be achieved.
Any forward-looking statement contained in this document based on past or current trends and/or activities
of the GVC Group should not be taken as a representation that such trends or activities will continue in the
future.
Each forward-looking statement speaks only as at the date of this document. GVC and the GVC Directors
expressly disclaim any obligation or undertaking to release publicly any updates or revisions to any forwardlooking statements contained herein as a result of new information, future events or other information, except
to the extent required by the AIM Rules for Companies, the Disclosure and Transparency Rules, the
Prospectus Rules, the rules of the London Stock Exchange or by applicable law.
Forward-looking statements contained in this document do not in any way seek to qualify the working capital
statement contained in paragraph 16 of Part 10 of this document.
Currency exchange rate information
Unless otherwise indicated, all references in this document to:
•

“sterling”, “pounds sterling”, “£”, “pence”, “penny” or “p” are to the lawful currency of the UK; and

•

all references to “Euro” or “€” are to the lawful currency of the member states of the European Union
who adopted the Euro in Stage Three of the Treaty establishing Economic and Monetary Union on
1 January 1999.

No incorporation of website information
Neither the contents of GVC’s website nor bwin.party’s website, nor the content of any website accessible
from hyperlinks on GVC’s website or bwin.party’s website, is incorporated into, or forms part of, this
document.
No profit forecast
No statement in this document is intended as a profit forecast and no statement in this document should be
interpreted to mean that earnings per GVC Share for the current or future financial years would necessarily
match or exceed the historical published earnings per GVC Share.
Financial information
Unless otherwise indicated, financial information for GVC and bwin.party in this document has been
prepared in accordance with IFRS and is presented in Euros. The preparation of financial statements in
conformity with IFRS requires the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the process of applying the accounting policies of GVC or bwin.party (as
applicable). The areas involving a higher degree of judgement or complexity, or areas where assumptions
and estimates are significant to the consolidated financial statements, are disclosed in the applicable financial
statements.
In addition, and unless stated otherwise, all trading information included in this document not extracted from
the documents incorporated by reference is derived from the unaudited management accounts or internal
financial reporting systems supporting the preparation of financial statements for the relevant periods. These
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management accounts and internal financial reporting systems are prepared using information derived from
accounting records used in the preparation of the financial statements of GVC or bwin.party (as applicable),
but may also include certain other management assumptions and analyses.
Certain numerical figures set out in this document, including financial data, prices, amounts, proceeds and
statistics relating to the Fundraising and Acquisition presented in millions or thousands, have been subject
to rounding adjustments and, as a result, the totals of the data in this document may vary slightly from the
actual arithmetic totals of such information.
Market, economic and industry data
This document contains information regarding the GVC Group’s, the bwin.party Group’s and, following the
Effective Date, the Enlarged Group’s, businesses and the industries in which they operate and compete,
which the Company has obtained from various third party sources. Where information contained in this
document originates from a third party source, it is identified where it appears in this document together with
the name of its source. Where information has been sourced from a third party it has been accurately
reproduced and, as far as the Company is aware and is able to ascertain from information published by that
third party, no facts have been omitted that would render the reproduced information inaccurate or
misleading.
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PART 1
LETTER FROM THE CHAIRMAN OF GVC HOLDINGS PLC
GVC HOLDINGS PLC
(incorporated and registered in the Isle of Man with registered number 4685V)
Directors

Registered Office

Lee Feldman, Chairman and Non-executive Director
Kenneth Alexander, Chief Executive Officer
Richard Cooper, Group Finance Director
Karl Diacono, Non-executive Director

32 Athol Street
Douglas
Isle of Man
IM1 1JB
13 November 2015

Dear Shareholder,
1.

INTRODUCTION

The Acquisition
On 4 September 2015, the GVC Board announced that it had reached agreement on the terms of a
recommended offer pursuant to which GVC will acquire the entire issued and to be issued ordinary share
capital of bwin.party (“Acquisition”). The Acquisition is intended to be effected by means of a scheme of
arrangement of bwin.party under Part VIII of the Gibraltar Companies Act (“Scheme”).
The Fundraising
GVC also intends to raise approximately £150 million (approximately €212.5 million) by way of a
Fundraising, the net proceeds of which will be used, amongst other things, to fund reorganisation costs
within the Enlarged Group, repay existing debt facilities of bwin.party and for general working capital
purposes.
Admission to the Standard Segment of the Official List
As a consequence of the Acquisition, the GVC Directors believe that the Enlarged Company, given its
market capitalisation, should be listed on the Official List and its shares admitted to trading on the Main
Market of the London Stock Exchange. The GVC Directors believe that such a listing would enable
continued growth and provide the Enlarged Group with an appropriate platform to raise its profile and status.
Therefore the GVC Directors are proposing that the Enlarged Company applies to have its shares admitted
to the Standard Segment of the Official List and to trading to the Main Market of the London Stock Exchange
(“Admission”), with Admission conditional, among other things, on the Scheme becoming Effective.
Shareholder approval
Both the Acquisition and the Fundraising require GVC Shareholder approval. If the GVC Shareholder
Resolutions are not passed, neither the Acquisition nor the Fundraising nor Admission will proceed and the
GVC Shares will continue to be traded on AIM.
Purpose of this letter
This letter is intended to explain:
•

the background to and reasons for the Acquisition, the Fundraising and the application for Admission
(together, the “Transaction”);

•

the key terms of the Acquisition and how it is to be financed;

•

the key terms of the Fundraising; and
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•

why the Board believes the Transaction is in the best interests of the Company and GVC Shareholders
as a whole.

You are recommended to read the whole of this document and not rely on the summarised information set
out in this letter. In particular, you are advised to consult the section entitled “Risk Factors” on pages 21 to
54 of this document.
2.

TERMS OF THE ACQUISITION

Pursuant to the Acquisition, which will be on the terms and subject to the conditions and further terms
referred to in this Part 1 and the full terms and conditions set out in the Scheme Document, if the Scheme
becomes Effective, Scheme Shareholders will be entitled to receive:

AIII 5.1.2
AIII 5.2.1
AIII 5.3.1
AIII 5.3.2

for each Scheme Share held at the Scheme Record Time:

25 pence in cash; and
0.231 Consideration Shares

Based upon the Closing Price per GVC Share on 11 November 2015 (being the last Business Day prior to
publication of this document), the Offer represented a value of 117.63 pence per bwin.party Share, valuing
the entire issued and to be issued share capital of bwin.party at £1.012 billion. The Offer therefore represents
a premium of approximately:
•

2.11 per cent. to the Closing Price per bwin.party Share of 115.20 pence on 3 September 2015 (being
the last Business Day before the date of the Announcement, upon publication of which the Offer
Period commenced);

•

31.58 per cent. to the Closing Price per bwin.party Share of 89.40 pence on 14 May 2015 (being the
last Business Day before the date of the announcement by bwin.party on 15 May 2015 that it had
received proposals (including from GVC) regarding a variety of possible business combinations); and

•

40.25 per cent. to the volume weighted average Closing Price per bwin.party Share of 83.87 pence in
the three months prior to the announcement by bwin.party on 15 May 2015 referred to above.

Any cash amount to be paid to a Scheme Shareholder in respect of the aggregate cash consideration that such
Scheme Shareholder is entitled to under the Scheme will be rounded down to the nearest whole penny.
Fractions of GVC Shares will not be allotted to any Scheme Shareholder, but entitlements of Scheme
Shareholders will instead be rounded down to the nearest whole number of GVC Shares and all fractions of
GVC Shares to which Scheme Shareholders would otherwise have been entitled will be aggregated, allotted,
issued and sold in the market as soon as practicable after the Effective Date. The net proceeds of sale (after
the deduction of all expenses and commissions incurred in connection with such sale) will be paid in due
proportions in cash in pounds sterling to Scheme Shareholders who would otherwise have been entitled to
fractions of GVC Shares. Fractional entitlements in respect of consideration due to the bwin.party depositary
interest holders will be dealt with under the terms of the bwin.party depositary interests.
The GVC Shares to be issued to Scheme Shareholders pursuant to the Scheme will be issued free from all
liens, charges, encumbrances, equitable interests, rights of pre-emption and any other interests of any nature
whatsoever and will rank pari passu in all respects with the existing GVC Shares, save that they will not rank
with existing GVC Shares for any dividends of GVC declared, made or paid on or prior to Completion.
3.

GVC’S REASONS FOR THE ACQUISITION AND STRATEGY OF THE ENLARGED
GROUP

GVC’s principal activity is the operation of online Sportsbooks and casino businesses as well as the
provision of associated software and business support to third party online gaming operators. GVC’s
successful Sportsbook operations aim to attract customers with a compelling sportsbetting product and then
cross-sell a full range of casino and poker products in order to generate additional revenue and to deliver
growth and greater profitability. Principally through its Sportingbet and CasinoClub businesses, GVC has
extensive experience in both sportsbetting, casino and poker operations. Over 40 per cent. of the net gaming
revenue (“NGR”) on GVC’s Sportsbooks is derived from casino and poker activity.
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GVC’s experienced Sportsbook management team is well-positioned to maximise the significant strategic
and financial benefits from a combination with bwin.party because: (i) bwin labels Sportsbook business
generated approximately 60 per cent. of bwin.party’s 2014 NGR and more EBITDA than any other business
unit; (ii) key senior management at both GVC and bwin.party have a high level of expertise within
sportsbetting, creating a good cultural fit between the two management teams; and (iii) GVC’s senior
management team has a proven track record in growing revenues in international markets and in successfully
integrating and restructuring online gaming businesses, as demonstrated by the acquisition and successful
turnaround of Sportingbet plc in March 2013.
Accordingly, GVC believes that the Offer represents a compelling opportunity for shareholders of both GVC
and bwin.party to benefit from the significant value opportunity arising from the proposed acquisition of
bwin.party and the associated restructuring of the Enlarged Group.
3.1

GVC’s track record
GVC has a strong record of growing its Sportsbook and casino businesses through both acquisition
and organic growth. In the three financial years ended 31 December 2014, NGR grew from
€60.3 million to €224.8 million. Over the same period, Clean EBITDA grew from €15.5 million to
€49.2 million. Furthermore, since 1 August 2012, GVC has delivered a total shareholder return
exceeding 270 per cent. A primary driver of this growth was the successful acquisition, integration
and restructuring of Sportingbet, which the Company purchased, together with William Hill, in March
2013.
The acquisition of Sportingbet clearly demonstrates the Company’s ability to successfully acquire,
integrate and turn around a Sportsbook business. The Sportingbet operations acquired by GVC made
a loss before tax of €29.3 million in the financial year ended 31 July 2012. In the nearest comparable
annual period, being the year ended 31 December 2012, GVC’s Sportsbook operations generated
EBITDA of €5.9 million and the GVC Group’s EBITDA in the same period was €15.5 million. An
arithmetic combination of GVC and Sportingbet, for the nearest comparable annual periods prior to
Sportingbet’s acquisition by GVC, would have resulted in an annual EBITDA loss of approximately
€13.8 million. This compares to the GVC Group Clean EBITDA of €49.2 million for the year ended
31 December 2014, being the first full year following completion of the Sportingbet acquisition. This
was achieved through €59.7 million of cost reductions and organic growth initiatives.
Both GVC and bwin.party run proprietary online Sportsbooks which each require teams of traders, IT
developers, customer service agents, operational staff and sales and marketing resources. Similarly,
both GVC and bwin.party run standalone online casinos which require customer service agents,
operational staff and sales and marketing resources, plus (in the case of bwin.party’s partycasino
business) IT developers. Additionally, each of GVC and bwin.party have their own central corporate
resources.
Based on the experience gained from the Sportingbet acquisition and its knowledge of the bwin.party
business, the Company believes that by executing its strategy for the Enlarged Group, the proposed
acquisition of bwin.party will lead to substantial synergies and cost reductions for the Enlarged
Group. The synergies and cost reductions presented are calculated based upon the operational and
financial performance during the 12 months ended 31 December 2014, being the most recent
12 month period for which GVC and bwin.party have reported audited financial information. The
estimated synergies and cost reductions include both (i) the estimated synergies created from the
combination of GVC and bwin.party (which represents approximately four-fifths of the total number)
and (ii) the cost reductions which could be achieved from bwin.party’s ongoing cost savings initiatives
or otherwise on a standalone basis. As detailed below in paragraph 3.2(d) of this Part 1, these
synergies and cost reductions are expected to be at least €125 million per annum (on a run rate basis,
when measured against GVC and bwin.party results for the financial year ended 31 December 2014)
of which 58 per cent. will be achieved in 2016 (assuming Completion occurs by 2 February 2016) and
the balance by the end of 2017.
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It is estimated that the implementation of the measures required to generate these anticipated
synergies and cost reductions would give rise to one-off costs of approximately €60 million, over
95 per cent. of which would be incurred by the end of 2016. Given this significant cash outflow, GVC
proposes to suspend dividend payments in 2016 and resume the payment of dividends in 2017 when
most of the costs of achieving the expected synergy benefits will have already been incurred.
3.2

Restructuring of the Enlarged Group
Following Completion, GVC intends to integrate its own operations into those of bwin.party.
Thereafter GVC will simplify and focus the combined business to improve profitability. The
restructuring steps will include:
(a)

Integration of the GVC Sportsbook onto the bwin.party platform and actions to improve
profitability
As soon as reasonably practicable after Completion, GVC will begin to migrate its Sportsbook
onto the bwin.party technology platform. Once the migration is complete, GVC’s then existing
Sportsbook platform will cease operations, which should generate substantial cost savings in
the form of lower technology costs, reduced staff costs and other associated efficiencies from
the closure of GVC’s platform.
GVC believes that there are opportunities to substantially improve the financial performance of
the bwin.party Sportsbook by restructuring and refocusing the business. GVC successfully
delivered similar improvements following the acquisition of Sportingbet. The improvements
are expected to be driven by:
•

a greater use of Customer Relationship Management systems to realise value from the
large historical investment in the bwin and Sportingbet brands (in particular by
cross-selling each of bwin and Sportingbet against the customer list of the other brand);

•

building a ‘best in class’ trading and risk team from the combined bwin.party and GVC
teams, with an associated increase in gross trading margin;

•

investing in technology, systems and product development at the level required to meet
customer needs;

•

the addition of more third party casino content to the bwin.party Sportsbook platform
(to increase cross-sell of casino games to sportsbetting customers);

•

focusing investment in those development projects and marketing programmes which
have measurable return on investment (including reassessment of development projects
against expected return on investment, termination of all sponsorship programmes and
review of other marketing programmes);

•

introducing operational efficiencies in customer services, IT and marketing functions (as
GVC achieved after the Sportingbet acquisition);

•

the introduction of an enhanced entrepreneurial culture to bwin.party’s operations, one
that has enabled GVC to exploit market opportunities quickly with clear lines of
authority for rapid decision-making; and

•

managers’ incentives being closely aligned to the Enlarged Group’s profits/cash
conversion ratio.

Further details regarding the anticipated cost savings and synergies are set out below in
paragraph 3.2(d) of this Part 1.
GVC will also consider expanding into certain markets in parts of Latin America, Asia and
Africa, where the bwin brand is well-known due to bwin.party’s association with a number of
internationally recognised football brands.
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(b)

Improvement of the bwin.party’s Casino, Poker and Bingo businesses
GVC believes that there are opportunities to improve the financial performance of bwin.party’s
casino and poker operations by restructuring and refocusing those business activities. Although
the anticipated cost savings have not yet been quantified, they are expected to be significant.
GVC believes there are opportunities to significantly reduce costs at bwin.party’s casino
operation by applying the same business principles that GVC intends to apply to bwin.party’s
Sportsbook including increased use of CRM systems and an increased focus on higher return
development projects.
The majority of bwin.party’s bingo activities operate on a third-party technology platform and
so require little or no investment in terms of product development. That said, GVC intends to
ensure that the Enlarged Group’s bingo products continue to evolve and remain competitive
following Completion.
GVC understands that poker is bwin.party’s least profitable (by Contribution) gaming business
and that it has declined in terms of NGR and Contribution in recent years. GVC intends to
continue the steps already taken by bwin.party to stabilise and improve poker performance
whilst also pooling its own poker liquidity with that of bwin.party by integrating GVC’s poker
operations onto bwin.party’s poker platform.

(c)

Integration of other operations
GVC believes that there may be opportunities to integrate the other operations of GVC and
bwin.party, including accounting, finance, legal, IT, human resources and external
communications. Although final plans will be subject to prior engagement with appropriate
employee representative bodies and other stakeholders, this may lead to redundancies where
the businesses have overlapping functions or where operational efficiencies are identified.

(d)

Synergies and cost savings potential
Having discussed its plans with the management of bwin.party, GVC is confident that the
Enlarged Group has the opportunity to generate significant synergies and cost reductions and
to create substantial additional shareholder value. GVC has identified gross, pre-tax
cost-savings from integrating and restructuring certain aspects of the GVC and bwin.party
Sportsbooks, and from integration of other operations as outlined above. These cost savings are
expected to be at least €125 million per annum once the restructuring is completed (and before
any negative synergies that may arise due to the proposed restructuring such as any increase in
customer attrition, for example). GVC also anticipates realising additional cost savings from
operational improvements in bwin.party’s core operations. Having reviewed and analysed the
potential cost savings and synergies as measured against the financial results of GVC and
bwin.party for the 12 months ended 31 December 2014, it is expected that the key sources of
synergies and cost savings are likely to include:
•

efficiencies in staff, outsourcing and other people-related costs, to be derived from
removing duplication and by operating a more streamlined and significantly larger
combined Sportsbook;

•

sponsorship and marketing costs efficiencies derived from eliminating marketing which
has low return on investment, focusing on territories which have the greatest revenue and
growth potential, and acquiring and maintaining customers with focus on VIPs;

•

IT and development efficiencies derived from (i) migrating GVC’s Sportsbook onto the
bwin.party platform and decommissioning the GVCC platform in its entirety;
(ii) reducing the number of development projects; (iii) focusing on platform stability;
and (iv) reducing the amount of time that the Enlarged Group’s technology systems are
not available to customers; and
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•

back office and facility-related savings derived from integrating GVC and bwin.party
systems and teams, re-organising finance functions by process rather than business
units, rationalising finance into fewer, low-cost locations and implementing changes in
Board incentives.

The cost savings and synergies referred to above are expected to be recurring whereas the
expected implementation costs referred to below will be one-off in nature. GVC expects the
full cost savings run rate to be achieved 18 months after Completion, with approximately
58 per cent. of that total (on a run rate basis) to be achieved by the end of 2016.
GVC estimates that the delivery of at least €125 million of operating cost savings and synergies
described above would give rise to one-off costs of approximately €60 million, over
95 per cent. of which are expected to be incurred by the end of 2016.
3.3

Enter new markets where the bwin.party brands are strong
Both GVC and bwin.party agree that there is a significant opportunity in parts of Latin America, Asia
and Africa to exploit the strength of bwin.party’s existing brands, including bwin, PartyPoker and
PartyCasino. These include markets that have not previously been addressed by bwin.party for a
variety of reasons, including a lack of financial and human resources to execute market entry,
regulatory considerations and a prioritisation of other market opportunities.
The Enlarged Group will have significant financial and human resources, and whilst these will not be
unlimited, the Enlarged Group will be much better placed to exploit such opportunities than either
company on a stand-alone basis. Through the adoption of a diversified risk profile, GVC is determined
to exploit this as yet untapped potential with the result that such an approach represents a key pillar
of the strategy of the Enlarged Group.
The potential return from markets where currently there is no regulatory framework is significantly
higher than from nationally regulated and/or taxed markets as a result of no incremental compliance
costs or taxation. Whilst such market opportunities do carry a different level of regulatory risk, GVC
has demonstrated its ability to manage such risks effectively over the past 6 years and as a result has
been able to generate substantial returns for its shareholders. The GVC Directors believe that the
superior returns from this effort will then assist in the funding of the Enlarged Group’s continued drive
to consolidate its position in nationally regulated and/or taxed markets. GVC believes that this
strategy will help to underpin the Enlarged Group’s continued revenue growth and will represent an
attractive investment for shareholders.

3.4

Consolidate the Enlarged Group’s position in nationally regulated and/or taxed markets
The landscape in nationally regulated and/or taxed markets is becoming increasingly competitive. The
GVC Board believes that the emergence of several large groups such as Bet365, Betfair/Paddy Power
and Ladbrokes/Gala Coral is only going to put further pressure on the levels of return available to
other operators that are similarly focused on nationally regulated markets.
The Enlarged Group will also be a significant player in these markets, albeit often smaller than the
aforementioned operators. As a result, it intends to focus its marketing resources only on those
nationally regulated jurisdictions that generate the greatest return. Such resources will be
supplemented by the returns generated from dotcom markets (see paragraph 3.3 above) that will
generate additional resources and help to provide the Enlarged Group with a competitive advantage
relative to other operators that are unable or choose not to enter such markets.

3.5

Become a partner of choice in B2B
Whilst B2C will represent the largest part of total revenues, the Enlarged Group will also be a
significant provider of B2B services and will offer its products and services to a limited number of
large B2B customers enabling them to leverage their own brands and customer base by using the
Enlarged Group’s technology and other services. As the Enlarged Group’s B2C gaming solutions are
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thoroughly tested in order to meet the regulatory requirements of several different jurisdictions around
the world, this provides additional revenue opportunities through offering similar services to third
parties via B2B arrangements. Given the quality of the Enlarged Group’s product offering, the
Enlarged Group will seek to continue to establish itself as the partner of choice for large third party
corporate customers around the world.
3.6

Cash flow and dividend intentions
GVC believes that one important measure of performance is the ratio of net cash generated to
EBITDA. In the year ended 31 December 2014, GVC generated €42.6 million in cash from Clean
EBITDA of €49.2 million, after taking into account both working capital movements and the
acquisition of tangible and intangible fixed assets, which is an 87 per cent. conversion ratio. GVC will
seek to achieve a conversion ratio for the Enlarged Group of at least 80 per cent. post-restructuring.
By applying its cash management focus to the Enlarged Group’s integrated Sportsbook activities,
GVC believes that, by the beginning of 2017, the restructuring will drive substantial improvement in
the Enlarged Group’s cashflow from operations and free cashflow. This will facilitate the prompt
repayment of the Cerberus Loan (further details of which are set out in paragraph 6, below) and the
resumption of payment of dividends by the Enlarged Company at a level which is comparable with
GVC’s quoted peer group of online gaming companies. The GVC Directors anticipate adopting a
policy of paying a progressive dividend for the Enlarged Company from 2017 onwards.

4.

UNAUDITED PRO FORMA FINANCIAL INFORMATION

On a pro forma basis, and assuming the Acquisition had become Effective on 30 June 2015, the Enlarged
Group would have had net assets of approximately €1,372 million based on the net assets of the GVC Group,
as reflected in its balance sheet at 30 June 2015, together with the net assets of the bwin.party Group as taken
from bwin.party’s balance sheet at 30 June 2015. The calculation of this pro forma net asset figure is more
fully described in Part 7 of this document.
The pro forma information included in Part 7 has been prepared for illustrative purposes only and, because
of its nature, addresses a hypothetical situation and does not represent the actual financial position or results
of either the GVC Group or the bwin.party Group or of the Enlarged Group.
5.

FURTHER DETAILS OF THE ACQUISITION

AIII 5.1.1

5.1

The Scheme

AIII 5.1.4

It is intended that the Acquisition will be implemented by means of a Court-sanctioned Scheme of
arrangement between bwin.party and the Scheme Shareholders under Part VIII of the Gibraltar
Companies Act. The Scheme will involve an application by bwin.party to the Supreme Court of
Gibraltar to sanction the Scheme and transfer all of the Scheme Shares in consideration for which
Scheme Shareholders will receive consideration in accordance with the terms of the Acquisition, as
set out in paragraph 2 of Part 1 of this document.
The purpose of the Scheme is to provide for GVC to become the holder of the entire issued and to be
issued ordinary share capital of bwin.party. This is to be achieved by the transfer of the Scheme Shares
to GVC in consideration for which the Scheme Shareholders on the register of members at the Scheme
Record Time will receive the consideration on the basis set out in paragraph 5.2, below.
The Offer is also subject to the Conditions and further terms set out in the Scheme Document,
the Forms of Proxy and the Form of Election, and will only become effective if, among other
things, the following conditions are satisfied or, where applicable, waived on or before 31 March 2016
(the “Long Stop Date”):
•

a resolution to approve the Scheme is passed at the bwin.party Shareholder Court Meeting by
a majority in number of the bwin.party Shareholders present and voting, either in person or by
proxy, representing three-quarters or more in value of the bwin.party Shares held by those
bwin.party Shareholders;

72

•

the bwin.party Shareholder Resolution necessary to implement the Scheme is passed by the
requisite majority of bwin.party Shareholders at the bwin.party General Meeting;

•

the Scheme is sanctioned by the Court;

•

an office copy of the Scheme Court Order is delivered to the Registrar of Companies within
seven days after it is made;

•

approvals of the Offer from, amongst others:
–

the UK Financial Conduct Authority (in respect of the change of control of the Kalixa
payments business);

–

the Gibraltarian Financial Services Commission (in respect of the change of control of
Intertrader Limited);

–

the Licensing Authority of Gibraltar (Gaming Division) in respect of the change of
control of bwin.party’s Gibraltar business;

–

the Malta Gaming Authority in respect of the change of control of bwin.party’s Malta
Gaming Authority licensed entity;

–

the French Ministry of Economy in respect of the change of control of bwin.party’s
French business; and

–

the German Federal Cartel Office are obtained;

(together the “Regulatory Conditions”)
•

each of the GVC Shareholder Resolutions is passed by the requisite majority of GVC
Shareholders at the GVC General Meeting; and

•

the GVC Shares (including the New GVC Shares to be issued pursuant to the Offer and the
Fundraising) are Admitted to Trading.

As at the latest practicable date prior to the publication of this document, approvals had been received
from the UK Financial Conduct Authority, the Gibraltarian Financial Services Commission and the
German Federal Cartel Office. GVC has also received approval in principle from both the Licensing
Authority of Gibraltar (subject to finalising the terms of the relevant new licences) and the Malta
Gaming Authority. GVC expects to satisfy all other Regulatory Conditions prior to the date of the
Scheme Court Hearing.
Upon the Scheme becoming Effective (i) it will be binding on all bwin.party Shareholders,
irrespective of whether or not they attended or voted at the bwin.party Shareholder Court Meeting or
the bwin.party General Meeting (and if they attended and voted, whether or not they voted in favour);
and (ii) share certificates in respect of bwin.party Shares will cease to be valid and entitlements to
depositary interests in respect of bwin.party Shares within the CREST system will be cancelled.
If the Scheme does not become Effective on or before the Long Stop Date it will lapse and the
Transaction will not proceed.
To the extent that any bwin.party Permitted Dividend is declared by the bwin.party Board, the
bwin.party Shareholders, as at the record date for that bwin.party Permitted Dividend, will be entitled
to receive and retain that bwin.party Permitted Dividend.
Further details of the Scheme, including an indicative timetable for its implementation, together with
notices of the bwin.party Shareholder Court Meeting and the bwin.party General Meeting, have been
set out in the Scheme Document, which was despatched on or around the date of this document.
Subject to satisfaction or waiver of the Conditions, the Scheme is expected to become Effective in Q1
2016.

73

The bwin.party Shareholder Resolutions, which must be passed in order for the Scheme to become
Effective, require the approval of the Scheme Shareholders representing at least 75 per cent. of the
votes cast (either in person or by proxy), at the bwin.party General Meeting, which will be held
immediately after the bwin.party Shareholder Court Meeting. One of the bwin.party Shareholder
Resolutions is in respect of the amendment of bwin.party’s articles of association to ensure, among
other things, that the bwin.party Shares issued under the bwin.party Share Plans will be subject to the
Scheme or, if issued following the Scheme Record Time, will be automatically transferred to GVC on
the same terms as under the Scheme.
If the Acquisition is completed, it will result in the allotment and issue of approximately 195,205,603
GVC Shares (“Consideration Shares”) to bwin.party Shareholders, which would result in former
bwin.party Shareholders holding approximately 66.8 per cent. of the Enlarged Issued Share Capital
(assuming that the Fundraising completes in accordance with paragraph 7 of this Part 1).

AIII 9.1

While it is intended that the Acquisition will be effected by way of a Court-sanctioned scheme of
arrangement under Part VIII of the Gibraltar Companies Act, GVC has reserved the right to elect, with
the consent of the bwin.party Board in accordance with the Co-operation Agreement, to implement
the Acquisition by way of a Takeover Offer as an alternative to the Scheme. In such event, the
Acquisition will be implemented by GVC and/or one or more wholly owned subsidiaries of GVC on
substantially the same terms as those which would apply to the Scheme subject to appropriate
amendments, including (without limitation) an acceptance condition set at such percentage of the
bwin.party Shares to which such offer relates, no greater than 75 per cent. (or in accordance with the
applicable provisions of the Co-operation Agreement, where any of the circumstances set out in
Note 2 of Section 8 of Appendix 7 of the City Code applies, 90 per cent.) of the voting rights carried
by the bwin.party Shares to which the Acquisition relates, provided that this condition will not be
satisfied unless GVC and/or any of its subsidiaries shall have acquired or agreed to acquire (whether
pursuant to the Acquisition or otherwise) bwin.party Shares carrying in aggregate more than 50 per
cent. of the voting rights then normally exercisable at a general meeting of bwin.party, as GVC may
decide.
Further details of the Scheme are set out in the Scheme Document which was despatched to
bwin.party Shareholders on or around the date of this document together with notices of the
bwin.party Shareholder Court Meeting and the bwin.party General Meeting and the expected
timetable. The Scheme Document also specifies the action to be taken by bwin.party Shareholders.
The Scheme Document is available on the websites of both bwin.party at www.bwinparty.com and
GVC at www.gvc-plc.com.
5.2

Mix and Match Facility
Eligible Scheme Shareholders (which excludes, inter alia, those in Restricted Jurisdictions) will,
pursuant to the Mix and Match Facility, be entitled to elect to vary the proportions in which they
receive cash and Consideration Shares in respect of their holdings of Scheme Shares, subject to
offsetting elections made by other Scheme Shareholders, on the basis of:
for every 0.231 GVC Shares,

104.64 pence in cash

or
for every 104.64 pence in cash,

0.231 GVC Shares

The total number of Consideration Shares to be issued under the Scheme will not be increased as a
result of elections under the Mix and Match Facility. Accordingly, elections made by eligible Scheme
Shareholders under the Mix and Match Facility for Consideration Shares will only be satisfied to the
extent that other eligible Scheme Shareholders make equal and opposite elections for cash under the
Mix and Match Facility.
To the extent that elections for Consideration Shares cannot be satisfied in full, they will be scaled
down on a pro rata basis. As a result, eligible Scheme Shareholders who make an election under the
Mix and Match Facility will not know the exact number of Consideration Shares or amount of cash
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they will receive until settlement of the consideration under the Acquisition. Elections under the Mix
and Match Facility will not affect the entitlements of those bwin.party Shareholders who do not make
any such elections.
The Mix and Match Facility is conditional upon the Scheme becoming Effective and further details
of the Mix and Match Facility are included in the Scheme Document.
bwin.party Shareholders in Restricted Jurisdictions will not be entitled to participate in the Mix and
Match Facility and, if the Scheme becomes Effective, will receive the basic consideration of 25 pence
in cash and a further sum of cash based upon the proceeds of the sale in the market of 0.231
Consideration Shares for each bwin.party Share held.
6.

FINANCING OF THE ACQUISITION

The cash element of the consideration payable to acquire the entire issued and to be issued share capital of
bwin.party will be funded by €400 million of senior secured debt provided by Cerberus Business Finance,
LLC to GVC (the “Cerberus Loan”).
The Cerberus Loan is a two-year secured financing facility with no scheduled amortisation (but including a
cash sweep equal to 50 per cent. of the excess cashflow generated in any financial year), repayable, amongst
other events, upon a change of control, an equity or debt raise and upon a disposal of assets, subject to certain
exceptions.
The Cerberus Loan bears interest at EURIBOR plus a margin of 11.5 per cent., with a EURIBOR floor of
1 per cent.; up to half the margin may be capitalised. The financial covenant package under the Cerberus
Loan comprises maximum leverage, cashflow cover and minimum liquidity covenants.
Further details of the Cerberus Loan are set out in paragraph 19.3 of Part 10.
7.

THE FUNDRAISING

AIII 5.1.2

Certain new and existing GVC investors and GVC Directors have given formal commitments to Cenkos (on
behalf of GVC) and to GVC, in each case, to subscribe, at a price of 422 pence per GVC Share (the “Issue
Price”) (being the closing bid price per GVC Share on 5 August 2015, the last Business Day prior to the
pricing of the Fundraising), for (i) 27,978,812 new GVC Shares (the “Placing Shares”) pursuant to a placing
undertaken by Cenkos (on behalf of GVC) (the “Placing”); and (ii) 7,566,212 new GVC Shares (the
“Subscription Shares”) pursuant to a subscription directly with GVC (the “Subscription”) (together, the
“Fundraising”).
The aggregate net proceeds of the Fundraising (being approximately £145.1 million) will be used by GVC
to, amongst other things, fund reorganisation costs within the Enlarged Group (further details of which are
set out in paragraph 3.2 of this Part 1), repay existing debt facilities of bwin.party and for general working
capital purposes, divided approximately as follows:
Reorganisation costs

£44 million

Debt repayment

£45 million

Working capital

£56.1 million

The proceeds from the Fundraising are not required for, nor will they be used to fund, the cash consideration
to be paid pursuant to the Offer.
The Fundraising is conditional, among other things, upon:
•

all of the GVC Shareholder Resolutions relating to the Fundraising being passed by the requisite
majorities of GVC Shareholders at the GVC General Meeting;

•

the GVC Placing Agreement (further details of which are set out in paragraph 8.3, below) having
become unconditional in all respects and not having been terminated in accordance with its terms; and
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•

Admission of the Placing Shares and Subscription Shares to be issued under the Fundraising having
become effective no later than the Long Stop Date.

The following GVC Directors are participating in the Fundraising:

GVC Director
Lee Feldman
Kenneth Alexander*
Richard Cooper*
*

Number of
GVC Shares
held as at the
date of this
document

Percentage
of voting
rights in GVC
as at the
date of this
document

Number
of New
GVC Shares
subscribed for
under the
Fundraising

Percentage of
voting rights
in the
Enlarged
Company
following
Completion

185,957
212,000
15,000

0.30 per cent.
0.35 per cent.
0.02 per cent.

516,212
1,373,455
691,323

0.240 per cent.
0.543 per cent.
0.242 per cent.

Kenneth Alexander’s wife, Caroline Alexander, held 313,333 GVC Shares and Richard Cooper’s wife, Pascale Mourier Cooper,
held 335,000 GVC Shares, each as at the date of this document. Kenneth Alexander and Richard Cooper are required to disclose
the number of GVC Shares held by their spouses.

The participation by the above GVC Directors in the Fundraising constitutes a related party transaction under
Rule 13 of the AIM Rules for Companies. Karl Diacono, the sole independent GVC Director considers that,
having consulted with Cenkos as the Company’s nominated adviser, that the terms of the above Directors’
participation in the Fundraising are fair and reasonable insofar as GVC Shareholders are concerned.
Richard Griffiths (together with his controlled undertakings) is, as at 6 November 2015, the beneficial and
registered owner of, or otherwise interested in, 13.44 per cent. of the Company’s existing ordinary share
capital and his participation in the Fundraising is therefore treated as a related party transaction under Rule
13 of the AIM Rules for Companies. The GVC Directors consider, having consulted with Cenkos as the
Company’s nominated adviser, that the terms of Richard Griffiths’ participation in the Fundraising are fair
and reasonable insofar as GVC Shareholders are concerned.
The new GVC Shares issued under the Fundraising will be credited as fully paid and will rank pari passu in
all respects with the existing GVC Shares, save that they will not rank with existing GVC Shares for any
dividends of GVC declared, made or paid on or prior to Completion.
The Fundraising will result in the issue of 35,545,024 new GVC Shares to new and existing GVC investors.
Furthermore, if the Scheme becomes Effective, it will result (assuming no options or awards under the
bwin.party Share Plans are exercised prior to the Court’s sanction of the Scheme), in the issue to bwin.party
Shareholders of approximately 195,205,603 Consideration Shares, being the maximum number of new GVC
Shares to be issued to bwin.party Shareholders pursuant to the Offer and the related Mix and Match Facility.
In aggregate, therefore, the Consideration Shares together with the Placing Shares and the Subscription
Shares (assuming that the Fundraising completes in accordance with its terms) will represent approximately
79.02 per cent. of the Enlarged Issued Share Capital. Accordingly, the existing GVC Shares will represent
20.98 per cent. of the Enlarged Issued Share Capital.
8.

ACQUISITION RELATED ARRANGEMENTS

8.1

Confidentiality Agreement
GVC and bwin.party entered into a confidentiality agreement on 30 January 2015 pursuant to which
GVC and bwin.party have undertaken to each other to keep information relating to the other
confidential and not to disclose it to third parties (other than to permitted recipients) unless required
by law or regulation.

8.2

Co-operation Agreement
GVC and bwin.party have entered into a Co-operation Agreement in relation to the Offer and other
related matters. The Co-operation Agreement contains certain undertakings, assurances and
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confirmations among the parties, including with respect to the co-operation of the parties relating to
the implementation of the Acquisition.
See paragraph 19.2 of Part 10 of this document for a summary of the terms of the Co-operation
Agreement.
8.3

Placing Agreement
Cenkos, as agent of GVC, has made conditional arrangements to place the Placing Shares at the Issue
Price with certain new and existing institutional investors and certain GVC Directors pursuant to a
placing agreement made between GVC and Cenkos on 4 September 2015 (“Placing Agreement”).
See paragraph 19.5 of Part 10 of this document for a summary of the terms of the Placing Agreement.

8.4

Subscription Letters
GVC has received conditional commitments from certain US-resident investors and GVC Directors
to subscribe for Subscription Shares pursuant to subscription letters. The Subscription Shares are
being offered and sold inside the United States pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the US Securities Act and applicable state or local
securities laws.
See paragraph 19.6 of Part 10 of this document for a summary of the terms of the Subscription Letters.

9.

IRREVOCABLE UNDERTAKINGS

9.1

Scheme irrevocable undertakings
GVC has received irrevocable undertakings in support of the Scheme in relation to an aggregate of
89,496,522 Scheme Shares, representing approximately 10.8 per cent. of the share capital of
bwin.party in issue on 11 November 2015 (being the latest practicable date prior to the publication of
this document).
Within this total are an aggregate of 14,388,127 irrevocable undertakings from the bwin.party
Directors to vote in favour of the Scheme at the bwin.party Shareholder Court Meeting and the
bwin.party Shareholder Resolutions to be proposed at the bwin.party General Meeting.

9.2

Irrevocable Undertakings in respect of the GVC Shareholder Resolutions
GVC has received irrevocable undertakings from GVC Directors who beneficially own, control or are
otherwise interested (within the meaning of the Listing Rules), and can procure the voting of, GVC
Shares and certain other GVC Shareholders to vote in favour of the GVC Shareholder Resolutions to
be proposed at the GVC General Meeting in respect of an aggregate of 412,957 GVC Shares,
representing approximately 0.67 per cent. of the share capital of GVC in issue on 11 November 2015
(being the latest practicable date prior to the publication of this document).
Furthermore, GVC has received irrevocable undertakings and a letter of intent from certain other
GVC Shareholders to vote in favour of the GVC Shareholder Resolutions to be proposed at the GVC
General Meeting in respect of an aggregate of 14,368,556 GVC Shares, representing approximately
23.4 per cent. of the share capital of GVC in issue on 11 November 2015 (being the latest practicable
date prior to the publication of this document).
Accordingly, GVC has received irrevocable undertakings and a letter of intent to vote in favour of the
GVC Shareholder Resolutions to be proposed at the GVC General Meeting in respect of an aggregate
of 14,781,513 GVC Shares, representing approximately 24.1 per cent. of the share capital of GVC in
issue on 11 November 2015 (being the latest practicable date prior to the publication of this
document).

10.

BOARD OF GVC

The current GVC Board comprises Lee Feldman (Chairman and Non-Executive Director), Kenneth
Alexander (Chief Executive Officer), Richard Cooper (Group Finance Director) and Karl Diacono
(Non-executive Director).
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Norbert Teufelberger, current CEO of bwin.party, has entered into a letter of appointment to join the board
of the Enlarged Company as a non-executive director (conditional on Completion) thereby ensuring that the
Enlarged Group has direct access to, and can benefit from, his intimate knowledge of the activities and
operations of the bwin.party business that will represent the majority of the Enlarged Group’s operations and
activities. The principal terms of Mr Teufelberger’s appointment are set out in the Scheme Document and in
paragraph 15 of Part 10 of this document.
Heidrick & Struggles have been engaged by the Company to lead its search for the recruitment of up to three
new independent non-executive directors.
11.

MANAGEMENT, EMPLOYEES AND LOCATIONS OF THE BWIN.PARTY GROUP

GVC believes that the acquisition of bwin.party will result in opportunities for many employees in the
Enlarged Group in the future.
However, GVC also recognises that in order to achieve the planned benefits of the Offer, including deriving
any available cost synergies, operational restructuring of both GVC and bwin.party is likely to be required.
Following Completion, GVC intends to seek to integrate the operations of GVC and bwin.party as far as
reasonably practicable. Although integration plans have yet to be finalised, and any final decision will be
subject to engagement with appropriate stakeholders, this is likely to lead to redundancies where the
businesses have overlapping functions or operational efficiencies have been identified.
The existing employment rights, including pension rights and incentive arrangements, of all management
and employees of bwin.party will be fully safeguarded.
12.

APPLICATION FOR A STANDARD LISTING

GVC Shares are currently admitted to trading on AIM. Application will be made to the UKLA for the
existing GVC Shares, together with the Consideration Shares, the Placing Shares and the Subscription
Shares to be issued pursuant to the Transaction (“New GVC Shares”), to be admitted pursuant to Chapter
14 of the Listing Rules to the standard segment of the Official List and to trading on the Main Market of the
London Stock Exchange, subject to, inter alia, Completion. It is expected that Admission will take place on
or shortly after the Effective Date.
GVC believes that a Standard Listing and move to the Main Market would have a positive impact on the
Enlarged Group in a number of respects. A Standard Listing would:
•

provide a more appropriate platform for the continued growth of the Enlarged Group and further raise
its profile and status; and

•

put the Enlarged Company in a better position to achieve improved liquidity and valuation of its shares
due to the higher number of institutional investors who regularly trade and invest in shares of
companies admitted to the Official List and the higher profile of such companies.

13.

CONSEQUENCES OF A STANDARD LISTING

A Standard Listing affords GVC Shareholders and investors in the Company a lower level of regulatory
protection than that afforded to investors in companies whose securities are admitted to the premium
segment of the Official List and which are therefore subject to additional obligations under the Listing Rules.
Nonetheless, the Enlarged Company will, on Admission, be moving to a regulated market from AIM, which
is an unregulated market.
The Company will comply with Listing Principles 1 (establishment and maintenance of adequate
procedures, systems and controls to enable compliance with its obligations under the Listing Rules) and
Listing Principle 2 (dealing with the FCA in an open and co-operative manner) as set out in Chapter 7 of the
Listing Rules, as required by the UK Listing Authority, and intends to comply with the Premium Listing
Principles as set out in Chapter 7 of the Listing Rules notwithstanding that they only apply to companies
which obtain a Premium Listing on the Official List.
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An applicant that is applying for a Standard Listing of equity securities must comply with all the
requirements listed in Chapters 2 and 3 of the Listing Rules, which specifies the requirements for listing for
all securities. Pursuant to Chapter 14 of the Listing Rules, where an application is made for the admission to
the standard segment of the Official List of a class of shares, at least 25 per cent. of shares of that class must
be held by the public in one or more EEA states at all times and the issuer must notify the FCA as soon as
possible if these holdings fall below the stated level. Listing Rule 14.3 sets out continuing obligations
applicable to the issuer and requires that the issuer’s listed securities must be admitted to trading on a
regulated market at all times. In addition, there are a number of other continuing obligations set out in
Chapter 14 of the Listing Rules that will be applicable to the Company. These include requirements as to:
•

the forwarding of circulars, notices, reports, shareholder resolutions relating to special business and
other documentation to which the Listing Rules apply to the UKLA for publication through the
document viewing facility and related notification to a regulatory information service;

•

the provision of contact details of appropriate persons nominated to act as a first point of contact with
the UKLA in relation to compliance with the Listing Rules and the Disclosure and Transparency
Rules;

•

the form and content of temporary and definitive documents of title;

•

the appointment of a registrar in the United Kingdom; and

•

the making of regulatory information service notifications in relation to a range of debt and equity
capital issues.

In addition, as a company whose securities are admitted to trading on a regulated market, the Company will
be required to comply with the Disclosure and Transparency Rules.
For as long as the Company has a Standard Listing, the Company is not required to comply with the
provisions of, among other things:
•

Chapter 6 of the Listing Rules which contains additional requirements for the listing of equity
securities, which are only applicable for companies with a Premium Listing;

•

Chapter 8 of the Listing Rules regarding the appointment of a listing sponsor to guide the Company
in understanding and meeting its responsibilities under the Listing Rules in connection with certain
matters. In particular, the Company is not required to appoint a sponsor in relation to the publication
of this document or Admission;

•

Chapter 9 of the Listing Rules which contains provisions relating to continuing obligations, including,
inter alia, the requirement to ensure compliance with the Model Code on share dealing, the
requirement to obtain shareholder approval prior to entering into certain documents, requirements
relating to further share issues and the ability to issue at a discount in excess of 10 per cent. of market
value, requirements relating to market notifications and financial reporting;

•

Chapter 10 of the Listing Rules relating to significant transactions which requires shareholder consent
for certain acquisitions. Nonetheless, the Company intends to adopt a significant transactions policy
consistent with the provisions of Chapter 10 of the Listing Rules. This would mean that any
transaction which the Board determines would be a transaction within the meaning of Chapter 10 of
the Listing Rules will require GVC Shareholder approval prior to being implemented where a relevant
percentage ratio (within the meaning of the Listing Rules) is more than 25 per cent;

•

Chapter 11 of the Listing Rules regarding related party transactions. Nonetheless, the Company
intends to adopt a related party transaction policy consistent with the provisions of Chapter 11 of the
Listing Rules;

•

Chapter 12 of the Listing Rules regarding purchases by the Company of its own shares. The Company
intends to adopt a policy consistent with the provisions of Listing Rules 12.4.1 and 12.4.2, whereby:
(i) the Board intends to seek shareholder authority annually to purchase in the market up to
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10 per cent. of the shares in issue from time to time (or such other threshold as is appropriate best
practice); (ii) unless a tender offer is made to all holders of shares, the maximum price to be paid per
share pursuant to any such purchase must not be more than the higher of (a) 105 per cent. of the
average of the middle market quotations for a share taken from the London Stock Exchange’s main
market for listed securities for the five Business Days before the purchase is made; and (b) the higher
of the price of the last independent trade and the highest current independent bid at the time of
purchase; and (iii) any purchase by the Company of 15 per cent. or more of its shares at the date of
the proposed offer (excluding shares held in treasury) will be effected by way of a tender offer to all
shareholders; and
•

Chapter 13 of the Listing Rules regarding the form and content of circulars to be sent to shareholders.

It should be noted that neither the UK Listing Authority nor the London Stock Exchange will have the
authority to (and will not) monitor the Company’s compliance with any of the Listing Rules which the
Company has indicated herein that it intends to comply with on a voluntary basis, nor to impose sanctions
in respect of any failure by the Company to so comply.
A company with a Standard Listing is not currently eligible for inclusion in any of the FTSE indices
(i.e. FTSE100, FTSE250 etc.). This may mean that certain institutional investors are unable to invest in GVC
Shares.
The Directors intend to seek a Premium Listing for the Company on the Official List as soon as practicable
following publication of the GVC Report and Accounts for the financial year ending 31 December 2015. If
such a transition were possible (and there can be no guarantee that it would be) and the Company moved to
a Premium Listing, compliance with the various Listing Rules highlighted above as rules with which the
Company is not required to comply would become mandatory.
14.

GVC GENERAL MEETING

AIII 5.3.3

In view of the size of the transaction, the Acquisition constitutes a “reverse takeover” (as defined in the AIM
Rules for Companies) for GVC. Accordingly, GVC will be required to seek approval for the Acquisition
from GVC Shareholders at the GVC General Meeting.
The Scheme will be conditional upon, amongst other things, the passing by the requisite majority at the GVC
General Meeting of resolutions to approve, inter alia, the Acquisition, the authorities to increase to GVC’s
authorised share capital and to issue the Consideration Shares and the Placing Shares and Subscription
Shares to be issued under the Fundraising on a non-pre-emptive basis pursuant to the Acquisition and the
Fundraising respectively (“GVC Shareholder Resolutions”). The GVC Shareholder Resolutions will all be
ordinary resolutions, save for the resolution to dis-apply pre-emption rights, which will be a special
resolution. The Scheme will not, however, be conditional upon the passing of any other resolutions which
may be proposed at the GVC General Meeting. The result of the GVC General Meeting will be announced
on GVC’s website.
The Notice of Extraordinary General Meeting convening the general meeting to be held at the offices of
DQ Advocates Ltd, The Chambers, 5 Mount Pleasant, Douglas, Isle of Man IM1 2PU at 10.30 a.m. on
15 December 2015 at which the GVC Shareholder Resolutions to approve the Transaction will be proposed
is set out at the end of this document. The purpose of the Extraordinary General Meeting is to consider and,
if thought fit, pass the GVC Shareholder Resolutions, as set out in full in the Notice of Extraordinary General
Meeting.
As noted above, GVC Shareholders representing approximately 24.1 per cent. of the GVC Shares in issue
on 11 November 2015 (being the last Business Day prior to the publication of this document) have
irrevocably undertaken to vote in favour of the GVC Shareholder Resolutions at the GVC General Meeting.
15.

DELISTING OF BWIN.PARTY SHARES

The last day of dealings in, and for registration of transfers of, bwin.party Shares will be the Business Day
immediately prior to the Scheme Court Hearing to sanction the Scheme, following which bwin.party Shares
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will be suspended from the Official List and from trading on the Main Market. No transfers of bwin.party
Shares will be registered after this date. Prior to the Scheme becoming Effective, applications will be made
to the FCA for the listing of the bwin.party Shares on the Official List to be cancelled and to the London
Stock Exchange for such shares to cease to be admitted to trading on the Main Market. It is expected that
Admission will take place on or shortly after the Effective Date (see paragraph 16, below). On the Effective
Date, share certificates in respect of bwin.party Shares will cease to be valid and entitlements to bwin.party
Shares held within the CREST system will be cancelled.
Prior to the Scheme becoming Effective, applications will be made to the UK Listing Authority for the
cancellation of the listing of bwin.party Shares on the Official List and to the London Stock Exchange for
the cancellation of trading of bwin.party Shares on the London Stock Exchange’s Main Market for listed
securities with effect as at or shortly following the Effective Date.
The last day of dealings in, and for registration of transfers of, bwin.party Shares is expected to be the
Business Day immediately prior to the Effective Date and no transfers of bwin.party Shares will be registered
after 6.00 p.m. on that date. On the Effective Date, share certificates in respect of bwin.party Shares will
cease to be valid and entitlements to bwin.party Shares held within the CREST system will be cancelled.
It is also proposed that, following the Effective Date and after its shares have been delisted, bwin.party will
be re-registered as a private limited company.
16.

ADMISSION, DEALINGS AND SETTLEMENT OF THE NEW GVC SHARES

GVC Shares are currently admitted to trading on AIM. An application, conditional on, among other things,
the Scheme becoming Effective, will be made to the UKLA and the London Stock Exchange for the GVC
Shares in issue upon the Scheme becoming Effective and the new GVC Shares to be issued pursuant to the
Fundraising and the Scheme to be admitted to the Standard Segment of the Official List and to trading on
the London Stock Exchange’s Main Market for listed securities. It is expected that Admission will become
effective, and that dealings for normal settlement in GVC Shares will commence at 8.00 a.m. on the Business
Day after the Effective Date. Application will also be made to the London Stock Exchange to cancel the
admission of the Company’s entire issued share capital on AIM as soon as Admission has occurred.
The GVC Shares to be issued pursuant to the Fundraising and to Scheme Shareholders pursuant to the
Scheme will be issued in registered form, will be capable of being held in both certificated and uncertificated
form and will rank pari passu with all other GVC Shares from the Effective Date, will be issued free from
all liens, charges, encumbrances, equitable interests, rights of pre-emption and any other interests of any
nature whatsoever and will rank in full for all dividends or other distributions made, paid or declared after
the Effective Date on the ordinary share capital of GVC.
Further details on Admission, dealings and settlement are set out in the Scheme Document.
17.

RISK FACTORS

Shareholders in both GVC and bwin.party should consider fully the risk factors associated with GVC,
bwin.party, the Enlarged Group, the GVC Shares, the Acquisition and Admission. Your attention is drawn to
the Risk Factors set out on pages 21 to 54 of this document.
18.

TAXATION

Your attention is drawn to Part 9 of this document. If you are in any doubt as to your tax position, you should
consult an appropriate professional adviser without delay.
19.

OVERSEAS SHAREHOLDERS

19.1 United States
Please see sub-heading “United States” under “Notice to Scheme Shareholders and potential
investors” in the section on Important Information in this document.
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19.2 Other jurisdictions
Please see sub-heading “Other Jurisdictions” under “Notice to Scheme Shareholders and potential
investors” in the section on Important Information in this document.
20.

RECOMMENDATION

The GVC Directors unanimously recommend that GVC Shareholders vote in favour of the GVC Shareholder
Resolutions proposed at the GVC General Meeting, as the GVC Directors have irrevocably undertaken to do
so in respect of their own beneficial holdings of 412,957 GVC Shares representing, in aggregate,
approximately 0.67 per cent. of the ordinary share capital of GVC in issue on 11 November 2015 (being the
latest practicable date prior to the publication of this document).
Yours sincerely,

Lee Feldman
Chairman and Non-executive Director
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PART 2
INFORMATION RELATING TO GVC, BWIN.PARTY AND
THE ONLINE GAMING INDUSTRY
SECTION A – INFORMATION RELATING TO GVC HOLDINGS PLC
1.

INTRODUCTION

GVC Holdings PLC is the Isle of Man incorporated holding company of the GVC Group and was admitted
to trading on AIM in May 2010. GVC was formed to assume the business and operations of GVC Holdings
S.A., the GVC Group’s previous Luxembourg-incorporated holding company, as part of a redomiciliation of
the GVC Group of companies from Luxembourg to the Isle of Man in 2010. GVC Holdings S.A. was
admitted to trading on AIM on 21 December 2004.
GVC is a leading provider of B2C and B2B services to the online gaming and sports betting markets. GVC’s
B2C offerings target a number of European and Latin American markets and include the Sportingbet
business which it acquired in March 2013 pursuant to a joint takeover offer with William Hill. GVC’s B2B
businesses include the third party support contract for East Pioneer Corporation B.V. (“EPC”), which
acquired the Superbahis brand from Sportingbet in November 2011.

AI 6.1.1
AI 6.2

The GVC Group’s B2C operations comprise two main business lines:
•

Sportsbooks under the brands “Sportingbet” and “Betboo” (which run on a common platform), both
of which are providers of sports betting, casino, games and poker online and on mobile; and

•

CasinoClub – an online casino focused on German-speaking markets. CasinoClub runs on software
provided by Boss Media.

The GVC Group runs its B2C operations as separate businesses/brands, each with their own management
and back office functions. There is a central function, broadly comprising the GVC Executive Directors, a
chief operating officer, a chief technology officer, a chief marketing officer and finance and legal
departments.
The B2B business unit consists principally of the third party support contract for EPC, which acquired the
Superbahis brand from Sportingbet in November 2011. The B2B business unit also includes the GVC
Group’s operations in the same geographical markets as Superbahis, although these are relatively small.
The GVC Group does not accept, and has never accepted, wagers from US customers.
The GVC Group operates from offices in:
•

Malta, where sports-trading, risk management, payment management and anti-fraud operations are
conducted;

•

Manila, where ancillary sports trading is operated;

•

Montevideo, Tel Aviv and Dublin, from where customer support operations are managed; and

•

London, where the mobile development team and some central support functions are situated.

In total, as at 31 October 2015, the GVC Group had 524 employees and 40 direct contractors.
2.

HISTORY AND RECENT DEVELOPMENTS

GVC Holdings S.A. was incorporated in November 2004. In December 2004 it contemporaneously acquired
the business of CasinoClub and was admitted to trading on AIM where the GVC Shares are currently traded.

AI 5.2.1
AI 5.2.2
AI 5.1.5
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Having established licensed online operations in both Italy and Spain in 2008, these activities were
subsequently sold as the GVC Group sought to focus on more profitable markets.
In July 2009, the GVC Group acquired Intera N.V., a company incorporated in Curaçao which owns the web
domain “Betboo.com”. The Betboo business targets the Brazilian market for bingo, sports, casino and poker
products. Intera N.V. was acquired for an upfront consideration of $4,000,000 (€2,850,830) and a maximum
consideration of $30,000,000, depending on performance, at a fixed exchange rate of €1=US$1.4031.
On 21 November 2011, EPC (a company which is not a member of the GVC Group) acquired the Superbahis
Business which is focused on Turkish-speaking betting markets. Since EPC’s acquisition of the Superbahis
Business, the GVC Group has charged EPC fees for providing support services to enable it to operate the
Superbahis Business.
On 19 March 2013 GVC completed the acquisition of Sportingbet PLC as a result of a joint offer with
William Hill PLC. Through a UK court scheme of arrangement, William Hill acquired Sportingbet’s
Australian business together with certain other assets, including an option to acquire Miapuesta,
Sportingbet’s Spanish brand. This option was subsequently exercised in 2013.
On 14 May 2014, the GVC Group announced that it had acquired a 15 per cent. stake in Betit Holdings
Limited (“Betit”), a start-up gaming venture focusing on Scandinavian markets headed up by a team of
Scandinavian gaming market veterans from Betit Securities Limited. The stake was acquired for €3.5 million
and the GVC Group has a call option to acquire the balance of the outstanding shares of Betit.
On 4 September 2015, the GVC Group announced the terms of a recommended offer to be made for
bwin.party with a headline value of 129.64p per bwin.party share, valuing the issued and to be issued shares
of bwin.party at approximately £1.116 billion.
3.

ORGANISATIONAL STRUCTURE

AI 7.1

GVC acts as the holding company of the GVC Group. The principal activity of the GVC Group during the
year ended 31 December 2014 was the provision of online gaming and sports betting services. GVC has the
following principal and significant subsidiary undertakings and associated undertakings. Unless otherwise
stated to the contrary, all are wholly-owned, directly or indirectly:
Name

Country of
incorporation

Business activity

GVC Services B.V.
Bluebell B.V.
Martingale Malta 2 Limited
GVC Administration Services Limited
Interactive Sports (C.I.) Limited
Sporting Odds Limited
Headlong Limited
Scandic Bookmakers Limited
Green Sand Limited
Luther Properties B.V.
Gomifer S.A.
Fort Anne Limited
MLB Limited

Curaçao
Curaçao
Malta
England and Wales
Alderney
England and Wales
Malta
Malta
Antigua & Barbuda
Curaçao
Uruguay
Republic of Ireland
Republic of Ireland

Administration company
Owner of the Betboo brand
Licensed operator
Administration company
Licensed operator
Licensed operator
Licensed operator
Licensed operator
Owner of Sportingbet brand
Owner of CasinoClub brand
Administration company
Administration company
Administration company

4.

BUSINESS OVERVIEW

4.1

Sports Betting
(a)

AI 7.2
AI 2.5
ESMA 160
(A) – (C)

AI 6.1.1

Betboo brand
In 2005 the Betboo website was established in the Brazilian market with its own proprietary
sports and bingo platform and integrated casino and poker from third party providers. It was
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acquired by GVC in July 2009. In 2013 the customers were migrated onto the Sportingbet
proprietary sports platform.
Deferred consideration remains payable for the Betboo acquisition; at 30 June 2015,
€2.7 million remained payable. The total amount was payable in cash at a fixed exchange rate
of €1=US$1.4031 and was capped at a total of US$26 million. In total, up to US$30 million
consideration will be paid for Betboo.
(b)

Sportingbet brand
Sportingbet is a leading provider of sports betting, casinos, games and poker both on-line and
on mobile. Established in 1998, the business was acquired by GVC in March 2013. It has
licenses in the UK, Denmark, South Africa, Malta, Curaçao, an interim licence in Romania and
an inactive license in the German State of Schleswig-Holstein. Licence applications are
currently pending or planned in Bulgaria, Germany and the Czech Republic.
Football is by far the most popular sport on which to bet, representing around 50 per cent. of
the wagering activity on Sportingbet, with up to 1,000 in-play football matches per week from
over 1,000 leagues around the world played over the course of a year. In-play coverage is
available across a wide variety of sports and GVC continues to make significant investments
into the development of the in-play product that has enjoyed significant growth in recent years.
Live streaming of sports in a number of GVC’s biggest territories allows customers to watch
and bet on over 20,000 live events per year. The GVC Group also offers an industry leading
suite of casino and other games products as well as a live dealer casino.

4.2

CasinoClub
Originally launched in 2001, CasinoClub is a leading online casino website focused on
German-speaking markets with over 30,000 unique active customers in 2014. CasinoClub has
attracted an average of 4,586 active players per day over the last 12 months. It is licensed by the Malta
Gaming Authority. The business was originally built on the established readership of a German
language magazine for roulette enthusiasts coupled with extensive marketing. As one of the first
online gaming sites targeted at German-speaking players, it swiftly established a significant, loyal and
high-spending customer base in German-speaking markets, many of whom remain players today.
Development of the original CasinoClub games and software is outsourced to a third party, Boss
Media (part of the Lottomatica Group), which also provides operational support and electronic
payment processing services. The GVC Group licenses the games and related software from Boss
Media in return for a royalty based on Net Gaming Revenue (“NGR”). Payments are made and
received principally through WebDollar Limited, in return for a commission based on the deposit
value and pass-through of third party costs. All customer service activities for CasinoClub are now
undertaken by the GVC Group in-house.
Marketing activities are aimed at retaining existing customers, reactivating lapsed customers,
recruiting new Active Customers and supporting spend per customer. They include the operation of
an intensive customer relationship management system with a dedicated department focused on
higher-spending customers and continued publication of the original CasinoClub magazine among
other activities.
CasinoClub operates out of the GVC Group’s Maltese subsidiary, Martingale Malta 2 Limited, and is
licensed by the Malta Gaming Authority (formerly Lotteries and Gaming Association of Malta).
CasinoClub offers progressive jackpots on slot machines. Unlike some operators, it does not
participate in any progressive jackpot pooling scheme and bears its own jackpot losses, accounting for
them in the period in which they fall. Total jackpot losses amounted to €4.6 million, €4.6 million and
€5.6 million in the years to 31 December 2012, 2013 and 2014 respectively and the largest individual
jackpot loss over this period was €416,748.
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4.3

Superbahis
On 21 November 2011, EPC (a company outside of the GVC Group) acquired the Superbahis
Business from Sportingbet. The consideration for the acquisition was structured on a deferred
earn-out basis entitling Sportingbet to an amount equal to 75 per cent. of the combined NGR of the
Superbahis Business and the Betboo Turkish Business. As at 30 September 2015 the total
consideration paid by EPC to Sportingbet was €23,247,773.
EPC’s Superbahis Business is focussed on Turkish-speaking markets. It is strongly associated with
sports betting, with a particular focus on in-play betting. Casino games, virtual games and poker
comprise a smaller part of the revenue of the Superbahis Business.
The GVC Group has, since EPC’s acquisition of the Superbahis Business, provided EPC with support
services to enable it to operate the Superbahis Business. The support services provided by GVC
Sports B.V. to EPC include Sportsbook and back-end functionality. In return, for its B2B services,
EPC pays GVC a fee equal to the total of EPC’s cash reserves at the end of each month after it has
paid the instalment of the consideration due to GVC under the terms of the Superbahis Business
acquisition. Once EPC has paid the last instalment of the deferred consideration, the monthly service
fee it pays to GVC shall increase to an amount equal to the total cash reserves it holds at the end of
each month (subject to its retention of certain permitted costs).

5.

STRATEGY

GVC’s strategy is to increase shareholder returns through a combination of:
•

the redistribution of the high levels of cash generated through organic growth and acquisitions by way
of dividends to shareholders;

•

increasing the markets in which the group trades to diversify geographic risk; and

•

improving the quality and mix of the group’s earnings through strategic acquisitions and joint
ventures.

GVC has a proven ability of generating value through successful integration of significant acquisitions and
management is confident this will continue.
6.

CURRENT TRADING AND RECENT TRENDS

Average reported daily revenue of the GVC Group has increased from €165,000 in the twelve months ended
31 December 2012 to €466,000 in the 12 months ended 31 December 2013 and €616,000 in the 12 months
ended 31 December 2014. The increase is attributable to both growth and the acquisition of Sportingbet in
March 2013.
In the six months to 30 June 2015 average daily revenue increased further to €668,000, which was higher
than the €580,000 average in the six months to 30 June 2014 which included the revenues from the football
World Cup.
Contribution Margin decreased from 60 per cent. in the twelve months ended 31 December 2012 to
55 per cent. in the twelve months ended 31 December 2014 as a result of the increased cost of marketing and
television advertising in the run up to the FIFA World Cup in 2014.
Clean EBITDA increased from €15,452,000 in 2012 (Clean EBITDA margin of 26 per cent.) to €49,162,000
(Clean EBITDA margin of 22 per cent.) in the 12 months ended 31 December 2014, and in the six months
to 30 June 2015 Clean EBITDA was approximately €25.5 million (Clean EBITDA margin of 21.1 per cent.).
Further details of the trading performance of the GVC Group are contained in Part 4 of this document.
The GVC Board considers that, like many other gaming companies, GVC is affected by the macroeconomic
climate of the countries in which its customers reside; the competitive nature of the marketplace with many
companies and products vying for the attention of its customers; the increasing popularity of mobile as a
channel for digital gaming, the schedules of sporting events, particularly football; and the cycle of global
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sports events such as the European Cup and the World Cup as well as the introduction of VAT in a number
of EU markets.
8 October 2015 trading update
The GVC Board has recently announced a trading update for the nine months to 30 September 2015. Strong
trading continued during the period and resulted in:
•

Net Gaming Revenue for the nine months to 30 September 2015 being 11 per cent. higher than the
same period in 2014 averaging €670,000 per day;

•

wagers in the nine months to 30 September 2015 growing to an average of €4.5 million per day
representing an increase of 15 per cent. on the comparable period of 2014 (€3.9 million per day);

•

a gross win margin of 9.2 per cent. being achieved in sports during the period which compares to 10.1
per cent. achieved in 2014;

•

net revenue from gaming growing by 18 per cent. to an average of €356,000 per day (2014: €302,000
per day); and

•

customer deposits rising by 14 per cent. compared with the same period in 2014, standing at €1.70
million per day (2014: €1.48 million).

Given the strong trading in the year to-date, the GVC Board is highly confident of the outlook for the
remainder of 2015.
The key highlights for the nine months to 30 September 2015 are as follows:

Sports margin – Averages per day
Days in period
Sports wagers (€000’s)
Sports NGR (€000’s)
Gaming NGR (€000’s)
Total NGR (€000’s)

Q1-Q3
2015

Q1-Q3
2014

Percentage
change*

9.2 per cent.
273
4,486
314
356
670

10.1 per cent.
273
3,890
306
300
606

–
–
15 per cent.
3 per cent.
18 per cent.
11 per cent.

* based on underlying figures

7.

DIVIDEND POLICY

GVC’s stated dividend policy is that it aims to pay out not less than 75 per cent. of its Clean Net Operating
Cashflow to shareholders by way of dividends. However, as a result of the combination of debt covenants
under the Cerberus Loan and the intended restructuring of the Enlarged Group, it is anticipated that there
will be a pause in the dividend offered by the Enlarged Company through 2016, with the payment of
dividends to resume in 2017 once most of the costs of achieving the expected synergies from the Acquisition
will have been incurred.
GVC paid an interim dividend of €0.14 per GVC Share on 2 November 2015, bringing total dividends paid
in the year to date to €0.56 per GVC Share.
GVC has delivered attractive shareholder returns from an increasing share price and cash dividends,
supported by strong cash generation from operations. In the last three years (since 1 August 2012), GVC has
delivered a total shareholder return exceeding 270 per cent. (of which more than 65 per cent. was in the form
of cash dividends).
By applying its cash management capabilities to the integrated Sportsbook activities GVC believes that, by
the beginning of 2017, the restructuring of the Enlarged Group will drive substantial improvement in the
Enlarged Group’s cashflow from operations and free cashflow, facilitating the prompt repayment of the
Cerberus Loan and the resumption of payment of dividends by the Enlarged Company at a level which is
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comparable with GVC’s quoted peer group of online gaming companies. The GVC Directors anticipate
adopting a policy of paying a progressive dividend for the Enlarged Company.
The quantum of future dividends will naturally be determined by both the profits generated by the Enlarged
Group, any constraints imposed by the providers of debt finance and the success and speed of its
restructuring.
8.

REGULATION

For an overview of the regulatory obligations to which the GVC Group and, following the Effective Date,
the Enlarged Group is and will be subject, refer to Part 8 of this document.
The regulation of online gaming presents possible risks to the GVC Group and, consequently, after the
Effective Date, to the Enlarged Group, both from existing regulation and regulation which may be introduced
or changed in the future. These possible risks are described separately in the “Risk Factors” section of this
document.
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SECTION B – INFORMATION RELATING TO BWIN.PARTY DIGITAL ENTERTAINMENT PLC
1.

INTRODUCTION

bwin.party is a global online gaming company. bwin.party was formed from the merger of bwin Interactive
Entertainment AG and PartyGaming Plc on 31 March 2011. Incorporated, licensed and regulated in
Gibraltar, the bwin.party Group also has licences in Alderney, Austria, Belgium, France, Italy, Denmark,
Germany (Schleswig-Holstein), Malta, the Republic of Ireland, Spain, the UK and the necessary approvals
to operate in New Jersey, US. With offices in Europe, India and the US, the bwin.party Group generated
revenue of €611.9 million and Clean EBITDA of €101.2 million in 2014. bwin.party has a leading position
in each of its four key product verticals: online sports betting, casino & games, poker and bingo with some
of the world’s biggest online gaming brands including bwin, partypoker, partycasino and FoxyBingo. The
bwin.party Group’s scale, technology and strong portfolio of games collectively differentiate its customer
offer from those of its competitors. bwin.party is a constituent member of the FTSE 250 Index and the
FTSE4Good Index Series, which identifies companies that meet globally recognised corporate responsibility
standards. As of the close of trading on 11 November 2015, the latest practicable date prior to the publication
of this document, bwin.party had a market capitalisation of approximately £925.2 million.
For more information about bwin.party, visit www.bwinparty.com.
2.

HISTORY

Prior to the merger of bwin Interactive Entertainment AG (“bwin”) and PartyGaming Plc (“PartyGaming”)
which was announced on 29 July 2010, both companies were widely recognised as pioneers in the online
gaming segment. bwin had been founded on its prowess in online sports betting and strong marketing whilst
PartyGaming had grown rapidly on the back of the online poker boom in the Unites States and a shift into
online casino. The merger of both companies was effected by way of an acquisition of bwin by PartyGaming
whereby bwin’s assets and liabilities were transferred to PartyGaming and bwin was dissolved. Upon
completion of the merger the combined entity was renamed bwin.party digital entertainment plc
(“bwin.party”) and its entire issued share capital was admitted to the premium listing segment of the Official
List. bwin.party is incorporated in Gibraltar where it is also licensed.
3.

BUSINESS OVERVIEW

As at 31 October 2015, the bwin.party Group employed 2,540 full-time staff and consultants with a presence
in Gibraltar, the UK, Continental Europe, India and the US.
The bwin.party Group deploys both B2C and B2B revenue models to deliver online gaming brands through
a variety of digital channels and by deploying its own proprietary gaming software and associated platforms,
supplemented by games provided under licence from third party suppliers. The bwin.party Group has four
main product categories that are offered as B2C and/or B2B: Sports betting, Casino & Games, Poker and
Bingo.
Since the merger the bwin.party Group’s B2C operations have been mainly focused on nationally regulated
and to-be-regulated markets and are led by its main consumer brands that include bwin, partypoker,
partycasino and Foxy Bingo. In the six months to 30 June 2015, 60 per cent. of bwin.party’s total revenue
came from nationally regulated and/or taxed markets.
In addition to its B2C activities, bwin.party also has an increasingly significant B2B offering for
international corporate customers and governments through the licensing of its proprietary software and the
provision of associated customer and technical service support. Through its alliances with large international
brands, it seeks to leverage its own technology and intellectual property to generate additional revenue.
Compared with many other online gaming companies, the bwin.party Group’s customer base is well
diversified albeit with a particular strength in Continental Europe where it is focused on nationally regulated
and/or taxed markets. It offers online and telephone support for each of its products in multiple languages
and customers can choose to transact with their chosen brand in a broad range of currencies and using a
variety of different payment methods.
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In the financial year ended 31 December 2014, bwin.party generated total revenue of €611.9 million and
Clean EBITDA of €101.2 million on amounts wagered of €15.2 billion, generating net revenue of
€563.0 million.
3.1

Online sports betting
Sports betting is the largest single product in terms of revenue and represented approximately
37.5 per cent. of total revenue in H1 2015 (H1 14: 40.2 per cent.). The bwin.party Group’s sports
betting products (both pre-match and live formats) are predominantly offered using the bwin brand
although it does also offer sports betting using the Gamebookers and PartyBets brands in certain
markets. The most notable jurisdictions where substantial sports betting revenues are generated are
Germany, Spain, France and Italy.
Internationally experienced bookmakers with core competencies in a wide range of sports prepare
odds for up to 30,000 bets daily on more than 90 different sports on the bwin sports betting platform.
Sports bets may be placed as single bets, combinations or system bets. Bets can be placed in
21 different languages and in 18 different currencies on the bwin platform.

3.2

Poker
Poker is the third largest product vertical and represented 11.4 per cent. of total revenue in H1 2015
(H1 14: 13.9 per cent.). bwin and partypoker are the bwin.party Group’s leading poker brands with
the UK, Germany and France representing key markets for the bwin.party Group.

3.3

Casino
Casino & games is the second largest vertical and represented 33.2 per cent. of total revenue in
H1 2015 (H1 14: 32.6 per cent.). Offered under the bwin, partycasino and partypoker brands (as well
as others), Germany, UK, Italy and Spain represent important casino markets for the bwin.party
Group. The bwin.party Group offers a substantial number of casino games including roulette,
blackjack, slots and jackpot slots. Exclusive content remains a key differentiator for bwin.party with
a portfolio of in-house Games developed by its Games Studio. Big jackpot games like Melon Madness
and Loot’Em Khamun are all-time favourites alongside some new releases like Atlantis and
FireDrake II. bwin.party also offers a portfolio of 23 table games and a comprehensive live casino
offering. To complete its content offering bwin.party recently signed a distribution agreement with
some of the industry’s leading content providers including NetEnt, IGT, WMS and Evolution Gaming.

3.4

Bingo
Bingo is bwin.party’s smallest vertical representing approximately 9.1 per cent. of total revenue in
H1 2015 (H1 14: 8.4 per cent.). Foxy Bingo is the bwin.party Group’s leading bingo brand although
Cheeky Bingo is also popular in the UK that is the bwin.party Group’s biggest bingo market. The
bwin.party Group also has a small presence in Italy under the Gioco Digitale brand, which was
customised in-house by bwin.party and developed specifically for the Italian market.

3.5

Non-core brands
Kalixa, which is the payment processing arm of the bwin.party business and provides end-to-end
payment services to third party merchants, consumers and corporate customers across Europe, is
considered by bwin.party to be a non-core brand. Kalixa’s key products are: (i) Kalixa Pay, which is
a prepaid e-wallet with 200,000 users across Europe; (ii) Kalixa Pro, which is targeted at small
businesses and sole traders; (iii) Kalixa Accept, which allows merchants to accept more than
200 payment methods; and (iv) the PXP Payment Gateway, which has customers including Urban
Outfitters, Intercontinental Hotel Group, bwin.party and MasterCard. In 2013, Kalixa and PXP
processed global transactions worth a combined €10 billion. The Kalixa group of companies has an
addressable market of more than 100 countries and over 200 employees internationally.
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InterTrader is another non-core brand. InterTrader enables customers to access financial markets
using contracts for difference (“CFDs”) and spread bets.
Kalixa and InterTrader hold licences issued by the UK Financial Conduct Authority and the Gibraltar
Financial Services Commission respectively.
4.

CURRENT TRADING AND RECENT TRENDS

The bwin.party Board has recently announced a trading update for the nine months to 30 September 2015.
Whilst bwin.party’s year-on-year revenue performance has been held back by the impact of EU VAT and the
absence of a major football tournament, it has made a strong start in the fourth quarter, particularly in sports
betting and casino. bwin.party’s operating and financial performance is continuing to improve on the back
of the changes initiated in previous periods.
•

Clean EBITDA for the nine months ended 30 September 2015 up 5 per cent. to €79.8 million
(2014: €76.1 million). Excluding EU VAT and UK point of consumption tax (“POCT”), Clean
EBITDA would have increased by 26 per cent.

•

Total revenue in the nine months to 30 September 2015 down 8 per cent. to €429.9 million
(2014: €465.8 million) reflecting the absence of a major football tournament, the sale of non-core
businesses and the impact of EU VAT.

•

Sports betting turnover in the nine months to 30 September 2015 up on the same period last year,
despite no World Cup. Sports margin has recovered from the first half, although still lower than last
year.

•

Original target of €15 million reduction in administration expenses for this year already met at the end
of the third quarter. Further savings anticipated in the fourth quarter.

Current trading has been strong with average daily revenue of €1,484,300, up 9 per cent. (2014: €1,372,100);
excluding EU VAT, total net revenue is up 12 per cent.
5.

REGULATION

For an overview of the regulatory obligations to which bwin.party and, following the Effective Date, the
Enlarged Group, are and will be subject, please refer to Part 8 of this document.
The regulation of online gaming presents possible risks to the bwin.party Group and, consequently, after the
Effective Date, to the Enlarged Group, both from existing regulation and regulation which may be introduced
or changed in the future. These possible risks are described separately in the “Risk Factors” section of this
document.
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1.

RECENT TRENDS IN THE ONLINE GAMING INDUSTRY

The online gaming industry was launched in the mid-1990s and has gained momentum over subsequent
years. Recent market growth has been due to a number of key growth drivers:
•

High speed internet – The roll out and increased penetration of high speed internet has been a key
driver for growth in the sector. This, together with the increasing popularity of e-commerce, has
allowed online operators to deliver more sophisticated and appealing games to a greater number of
customers, with shorter download times and fewer connectivity disruptions.

•

Growth in mobile – The strong growth in penetration of increasingly sophisticated mobile devices
with increased capacity to process data and ever-improving screen quality has had a huge impact on
the volume of mobile commerce (“M-commerce”) generally. Mobile connectivity has also continued
to improve with the evolution of ever faster networks that has further stimulated growth in
M-commerce. Many online gaming operators have sought to leverage these developments through the
delivery of tailored product offerings through multiple mobile platforms and have enjoyed significant
revenue growth through these channels as a result.

•

Government adoption of heightened regulation – In response to the growth in the global online
gaming market, several governments have over recent years adopted internet-specific gaming
regulatory frameworks with the aim of protecting customers, promoting choice and raising taxes.
While such changes may attract new entrants to the online gaming and betting sector, increased
product complexity coupled with compliance costs and the payment of gaming taxes can act as a
significant barrier to entry.

•

Increased marketing – Advertising of products by gaming operators in such regulated online markets
has increased in recent years which has attributed to the growing popularity of the market.

•

Increased propensity to consume gaming service through digital channels – Each of the factors above
have also resulted in broader acceptance of digital channels as a safe and secure means to consume
gaming services. This is evidenced by the fact that digital channels have continued to represent an
increasing proportion of global gaming revenues.

2.

STRUCTURE AND GROWTH PROSPECTS OF THE ONLINE GAMING INDUSTRY

H2GC, a leading industry consultancy, estimated that in 2014, global Gross Gaming Revenue (“GGR”)
across all gaming channels totalled €369 billion compared to €357 billion in 2013 and €344 billion in 2012.
The online gaming segment (including online lotteries) represented approximately 8.7 per cent. (or
€32 billion) of that total in 2014, compared to 8.1 per cent. (or €29 billion) in 2013 and 7.8 per cent. (or
€27 billion) in 2012.
Historical growth trends are expected to continue in the future. H2GC estimates that GGR will increase to
€416 billion in 2020 across all gaming channels, of which the online gaming sector is expected to represent
12.3 per cent. (or €53 billion).
The four key products within the online gaming segment are sports betting, casino, poker and bingo. The
following estimates regarding the global gross gaming revenue generated by each of these products and their
respective growth rates have been provided by H2GC.
Online sports betting
In sports betting, customers make bets in advance of and/or during particular sporting events to achieve a
return as determined by the online gaming operator, who bears the risk of all sports bets placed with them.
The operator makes its money dependent on the outcome of the events and the operator’s ability to manage
risks associated with the various potential outcomes of those events.
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Sports betting is the largest vertical in the online gaming sector and was estimated globally to be worth
€15.2 billion in GGR in 2014, an increase of 9.7 per cent. on the prior year. H2GC forecast that this growth
is set to continue, with the market worth an estimated €23.3 billion by 2020, a CAGR of 6 per cent., aided
by ever wider ranges of markets to bet on and advances in technology alongside smartphone and tablet
adoption enabling players to bet more easily during the course of sporting events. The introduction of in-play
betting and the growth in the popularity of mobile and touch devices have been strong drivers of growth in
sports betting in recent years.
Online casino
The global online casino market was estimated to be worth approximately €7.1 billion of GGR in 2014, up
13.3 per cent. versus 2013 and it is forecast to reach €12.7 billion by 2020, implying a compound annual
growth rate of 9 per cent. Online casinos replicate the real-life casino experience with players playing against
‘the house’ across online versions of classic casino table games such as roulette and blackjack as well as slot
and video games. According to the rules of these games, the operator has a statistical advantage, or ‘edge’,
over the player which varies depending on the game.
A large pool of players allows an operator to offer significant jackpot prizes, which is a key consideration in
determining where many customers choose to play. The long-term profitability of an online casino operator
is dependent upon maintaining large volumes of bets by both attracting new customers and retaining existing
customers whilst managing risks and controlling costs.
Online poker
Despite strong growth since 2001 the online poker market has been impacted by new regulatory frameworks
in a number of markets, such as Italy, France and Spain, requiring that players within a particular market are
‘ring-fenced’, limiting player liquidity. This has also impacted the global ‘dotcom’ liquidity pool that now
excludes these countries. However, in spite of this, poker remains the third largest vertical in the online
gaming market overall and was estimated globally to be worth approximately €3.2 billion of GGR in 2014,
up 1.3 per cent. versus 2013. It is forecast to reach €5.0 billion by 2020, implying a CAGR of 6 per cent.
In online poker, the operator acts as the host for the game and provides a platform that enables customers to
play various forms of poker against each other. In return, in cash or ‘ring games’, the operator charges
players a small fee, or ‘rake’, per hand played dependent on the size of the ‘pot’ (the total bets wagered
during a given hand). Online poker players can either compete in ring games, whereby up to ten players can
continue to bet their own money with the winner of each hand receiving the total ‘pot’ (combined bets)
wagered by all players on that hand, less the rake paid to the operator; or tournaments, where players receive
a limited number of ‘chips’ (tokens) to stake against each other in return for a cash ‘buy-in’ (entry fee) to
participate in the tournament. The most successful players in the tournament then receive prizes while the
operator makes its return from hosting tournaments dependent on the difference between the customers’ total
buy-ins and the amount paid out to customers as tournament prizes.
Critical success factors for online poker operators includes maintaining sufficient player liquidity (i.e. a
sufficient number of players so that customers can find others to play against in their chosen poker format,
at their given time, in their given stake range); offering an attractive range of tournaments throughout the
day; offering appealing promotions and offers; and strong marketing and customer relationship management
(‘CRM’) skills to drive new players to their sites as well as to retain those players for the longest time
possible.
Online bingo
Online bingo is the fourth largest vertical in the online gaming industry, estimated to be worth globally
approximately €1.9 billion of GGR in 2014, up 10.1 per cent. versus 2013. H2GC estimates that it will reach
approximately €3.0 billion by 2020, implying a compound annual growth rate of 7 per cent. The online bingo
vertical is subject to less strict regulation than other verticals as it is categorised as ‘soft gaming’, and is
therefore a highly fragmented and competitive market with a large number of operators.
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Across various formats of online bingo, players buy online tickets that have randomly generated numbers on
them (the amount of different numbers is fixed and dependent on the format of the game). Numbers are then
randomly ‘called’ by the operator, and the first players to match the numbers called with the numbers on
their online ticket to form a row on that ticket, win prizes. The number of players is important to an online
bingo operator’s success, as the more players that ‘buy in’, the bigger the potential prizes available, which
in turn attracts more customers. As with traditional bingo halls, online bingo rooms offer a sense of
community by providing various chatrooms for players to engage and communicate with one another. In
addition to revenues generated from the purchase of bingo tickets, online bingo operators also generate
significant revenue from side games such as online slots and jackpot slots that players enjoy playing in
between and during bingo games.
The GVC Directors believe that as a result of both the growth in the industry and the heightened regulatory
environment governing global and national online gaming markets, the industry is experiencing a level of
consolidation not previously seen and which the GVC Directors expect to continue.
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CONSOLIDATED INCOME STATEMENT

AI 20.4.3

for the six months ended 30 June 2015

AI 20.5.1

Notes
Revenue
Variable costs

2

Contribution
Operating costs (as below)

2
3

Other operating costs
Share based payments
Depreciation and amortisation
Exceptional items
Effect of valuing the Betit put option

3

13

Operating profit
Financial income
Financial expense

4

Profit before tax
Taxation charge

5

Profit after tax
Earnings per share
Basic
Total

6

Diluted
Total

6

*

Six months
ended
30 June
2015
(Unaudited)
€000’s

Six months
ended
30 June
2014*
(Unaudited)
€000’s

Year
ended
31 Dec
2014
(Audited)
€000’s

120,916
(55,515)
––––––––
65,401
(47,028)

105,066
(48,344)
––––––––
56,722
(37,856)

224,801
(101,513)
––––––––
123,288
(80,367)

(39,916)
(202)
(2,202)
(4,708)
–

(34,367)
(124)
(1,772)
–
(1,593)

(74,126)
(736)
(3,912)
–
(1,593)

18,373
–
(1,306)
––––––––
17,067
(322)
––––––––
16,745

18,866
8
(855)
––––––––
18,019
(447)
––––––––
17,572

42,921
16
(1,646)
––––––––
41,291
(728)
––––––––
40,563

––––––––

––––––––

––––––––

0.273

––––––––
––––––––

0.288

––––––––
––––––––

€

restated – see note 14 for details
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––––––––
––––––––

0.260

€

0.267

€

0.664

0.614
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the six months ended 30 June 2015
Six months
ended
30 June
2015
(Unaudited)
€000’s
Profit and total comprehensive income for the period
*

restated – see note 14 for detail
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16,745

––––––––

Six months
ended
30 June
2014*
(Unaudited)
€000’s
17,572

––––––––

Year
ended
31 Dec
2014
(Audited)
€000’s
40,563

––––––––

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2015

Notes
Assets
Property, plant and equipment
Intangible assets
Available for sale financial asset

13

Total non-current assets
Receivables and prepayments
Income taxes reclaimable
Other tax reclaimable
Cash and cash equivalents

7

8

Total current assets
Current liabilities
Trade and other payables
Balances with customers
Interest bearing loans and borrowings
Non-interest bearing loans and borrowings
Share option liability
Income taxes payable
Other taxation liabilities

9

11
10

Total current liabilities
Current assets less current liabilities
Non-current liabilities
Share option liability
Interest bearing loans and borrowings
Non-interest bearing loan and borrowings
Betit option liability
Deferred consideration on Betboo

10
11
13

Total non-current liabilities
Total net assets
Capital and reserves
Issued share capital
Merger reserve
Share premium
Translation reserve
Retained earnings

12

Total equity attributable to equity
holders of the parent
*

30 June
2015
(Unaudited)
€000’s

30 June
2014*
(Unaudited)
€000’s

1,634
155,205
3,801
––––––––
160,640
––––––––
22,806
5,473
101
21,440
––––––––
49,820
––––––––

864
152,360
3,801
––––––––
157,025
––––––––
24,237
3,881
201
15,995
––––––––
44,314
––––––––

1,147
154,260
3,801
––––––––
159,208
––––––––
27,605
3,925
139
17,829
––––––––
49,498
––––––––

(28,301)
(12,109)
(1,406)
(6,214)
(6,826)
(6,672)
(1,854)
––––––––
(63,382)
––––––––
(13,562)

(22,545)
(13,060)
(945)
(2,735)
–
(4,946)
(2,344)
––––––––
(46,575)
––––––––
(2,261)

(26,961)
(13,036)
(1,362)
(2,735)
–
(5,014)
(1,338)
––––––––
(50,446)
––––––––
(948)

––––––––

––––––––

––––––––

(5,251)
(182)
–
(1,745)
(2,779)
––––––––
(9,957)
––––––––
137,121

–
(747)
(5,352)
(1,745)
(4,842)
––––––––
(12,686)
––––––––
142,078

–
(327)
(2,777)
(1,745)
(3,953)
––––––––
(8,802)
––––––––
149,458

––––––––

––––––––

––––––––

613
40,407
85,380
359
10,362
––––––––

609
40,407
84,571
359
16,132
––––––––

613
40,407
85,380
359
22,699
––––––––

137,121

––––––––

142,078

––––––––

––––––––

restated – see note 14 for details
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31 Dec
2014
(Audited)
€000’s

149,458

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the six months ended 30 June 2015
Attributable to equity holders of the parent company:

Balance at 1 January 2014
Share option charges
Share options exercised
Dividend paid
Transactions with owners
Profit and total comprehensive
income (restated)
Balance as at 30 June
2014 (restated)
Balance at 1 July 2014
(restated)
Share option charges
Share options exercised
Dividend paid
Transactions with owners
Profit and total comprehensive
income
Balance as at 31 December
2014
Balance at 1 January 2015
Share option charges
Share option cash out
Share options exercised
Dividend paid
Transactions with owners
Profit and total comprehensive
income
Balance as at 30 June 2015

Share
Capital
€000’s

Merger
Reserve
€000’s

Share
Premium
€000’s

Translation
reserve
€000’s

Retained
Earnings
€000’s

609
––––––––
–
–
–
––––––––
–
––––––––

40,407
––––––––
–
–
–
––––––––
–
––––––––

84,530
––––––––
–
41
–
––––––––
41
––––––––

359
––––––––
–
–
–
––––––––
–
––––––––

15,191
––––––––
124
–
(16,755)
––––––––
(16,631)
––––––––

141,096
––––––––
124
41
(16,755)
––––––––
(16,590)
––––––––

–
––––––––

–
––––––––

–
––––––––

–
––––––––

17,572
––––––––

17,572
––––––––

609
––––––––

40,407
––––––––

84,571
––––––––

359
––––––––

16,132
––––––––

142,078
––––––––

609
––––––––
–
4
–
––––––––
4
––––––––

40,407
––––––––
–
–
–
––––––––
–
––––––––

84,571
––––––––
–
809
–
––––––––
809
––––––––

359
––––––––
–
–
–
––––––––
–
––––––––

16,132
––––––––
428
–
(16,852)
––––––––
(16,424)
––––––––

142,078
––––––––
428
813
(16,852)
––––––––
(15,611)
––––––––

–
––––––––

–
––––––––

–
––––––––

–
––––––––

22,991
––––––––

22,991
––––––––

613
––––––––
613
––––––––
–
–
–
–
––––––––
–
––––––––

40,407
––––––––
40,407
––––––––
–
–
–
–
––––––––
–
––––––––

85,380
––––––––
85,380
––––––––
–
–
–
–
––––––––
–
––––––––

359
––––––––
359
––––––––
–
–
–
–
––––––––
–
––––––––

22,699
––––––––
22,699
––––––––
261
(12,183)
–
(17,160)
––––––––
(29,082)
––––––––

149,458
––––––––
149,458
––––––––
261
(12,183)
–
(17,160)
––––––––
(29,082)
––––––––

–
––––––––
613

–
––––––––
40,407

–
––––––––
85,380

–
––––––––
359

16,745
––––––––
10,362

16,745
––––––––
137,121

Total
€000’s

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

Under The Isle of Man Companies Act 2006, distributions are not governed by reserves but by the Directors
undertaking an assessment of the Company’s solvency at the time of distribution.
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CONSOLIDATED STATEMENT OF CASHFLOWS
for the six months ended 30 June 2015

Cash flows from operating activities
Cash receipts from customers
Cash paid to suppliers and employees
Corporate taxes recovered
Corporate taxes paid
Net cash from operating activities
Cash flows from investing activities
Interest received
Earn-out payments made – Betboo
Investment in Betit (note 13)
Acquisition of property, plant and equipment
Capitalised development costs
Net cash from investing activities
Cash flows from financing activities
Non-interest bearing loan (from William Hill)
Proceeds from issue of share capital
Finance lease payments
Dividend paid
Net cash from financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

Six months
ended
30 June
2015
(Unaudited)
€000’s

Six months
ended
30 June
2014
(Unaudited)
€000’s

Year
ended
31 Dec
2014
(Audited)
€000’s

125,507
(99,335)
–
(213)
––––––––
25,959
––––––––

106,316
(84,685)
–
(220)
––––––––
21,411
––––––––

221,048
(172,668)
1,256
(1,740)
––––––––
47,896
––––––––

–
(1,200)
–
(407)
(2,633)
––––––––
(4,240)
––––––––

8
(3,140)
(3,649)
(229)
–
––––––––
(7,010)
––––––––

16
(4,339)
(3,649)
(802)
(3,343)
––––––––
(12,117)
––––––––

–
–
(948)
(17,160)
––––––––
(18,108)
––––––––
3,611
17,829
––––––––
21,440

–
41
(500)
(16,755)
––––––––
(17,214)
––––––––
(2,813)
18,808
––––––––
15,995

(2,856)
854
(1,149)
(33,607)
––––––––
(36,758)
––––––––
(979)
18,808
––––––––
17,829

––––––––

99

––––––––

––––––––

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
for the six months ended 30 June 2015
1.

SIGNIFICANT ACCOUNTING POLICIES

GVC Holdings PLC is a company registered in The Isle of Man and was incorporated on 5 January 2010. It
is the successor company of Gaming VC Holdings S.A. (incorporated on 30 November 2004 and listed on
AIM on 21 December 2004) and took the assets of Gaming VC Holdings S.A. on 21 May 2010 after the
formal approval by shareholders to re-domicile the Group. The consolidated financial statements of the
Group for the interim period ended 30 June 2015 comprise the Company and its subsidiaries (together
referred to as the ‘Group’).
These interim condensed consolidated financial statements are for the six months ended 30 June 2015. They
have been prepared in accordance with IAS 34, Interim Financial Reporting. They do not include all of the
information required for full annual financial statements and should be read in conjunction with the
consolidated financial statements of the Group for the year ended 31 December 2014.
The comparative figures for the year ended 31 December 2014 are extracted from GVC Holdings PLC’s
consolidated financial statements which are available on the Company’s website. An unmodified audit
opinion was issued on these consolidated financial statements.
The financial statements are presented in the Euro, rounded to the nearest thousand. They are prepared on
the historical cost basis.
2.

SEGMENTAL REPORTING

2.1

Reporting by Segment

STATEMENT OF TURNOVER
Sports wagers
Sports margin
Gross margin
Sports NGR
Gaming NGR
TOTAL REVENUE
SEGMENTAL REPORTING
Total revenue
Variable costs
Contribution
Contribution margin
Other operating costs (note 3)
Personnel expenditure
Costs other than personnel
Foreign exchange differences
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Six
months
ended
30 June
2015
€000’s

Six
months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

823,703
8.8%
72,842
––––––––
54,849
66,067
––––––––
120,916
––––––––

694,320
9.9%
68,744
––––––––
52,034
53,032
––––––––
105,066
––––––––

1,463,523
9.8%
143,544
––––––––
110,199
114,602
––––––––
224,801
––––––––

120,916
(55,515)
––––––––
65,401
54%
––––––––

105,066
(48,344)
––––––––
56,722
54%
––––––––

224,801
(101,513)
––––––––
123,288
55%
––––––––

(23,440)
(15,590)
––––––––
(886)
––––––––
(39,916)
––––––––

(20,667)
(13,660)
––––––––
(40)
––––––––
(34,367)
––––––––

(43,055)
(30,731)
––––––––
(340)
––––––––
(74,126)
––––––––

Clean EBITDA
Exceptional items (note 3.1)
Share option charges
Effect of valuing the Betit put option
EBITDA
Depreciation and amortisation
Financial income (note 4)
Financial expense (note 4)
Profit before tax
Taxation
Profit after tax
Total assets
Total liabilities
2.2

Six
months
ended
30 June
2015
€000’s

Six
months
ended
30 June
2014
€000’s

25,485
(4,708)
(202)
–
––––––––
20,575
(2,202)
–
(1,306)
––––––––
17,067
(322)
––––––––
16,745
––––––––
210,460
(73,339)

22,355
–
(124)
(1,593)
––––––––
20,638
(1,772)
8
(855)
––––––––
18,019
(447)
––––––––
17,572
––––––––
201,339
(59,261)

Year
ended
31 Dec
2014
€000’s
49,162
–
(736)
(1,593)
––––––––
46,833
(3,912)
16
(1,646)
––––––––
41,291
(728)
––––––––
40,563
––––––––
208,706
(59,248)

Performance by quarter

Q1-2014
Q2-2014
H1-2014
Q3-2014
Q4-2014
H2-2014
FY-2014
Q1-2015
Q2-2015
H1-2015

Number of
sports
wagers
000’s

Value of
wagers
€000’s

Sports
margin %

Sports
NGR
€000’s

Gaming
NGR
€000’s

Total
Revenue
€000’s

Contribution
€000’s

19,896
19,298
––––––––
39,194
––––––––
18,915
22,834
––––––––
41,749
––––––––
80,943
––––––––
22,008
19,513
––––––––
41,521

338,805
355,515
––––––––
694,320
––––––––
367,550
401,653
––––––––
769,203
––––––––
1,463,523
––––––––
410,220
413,483
––––––––
823,703

10.0%
9.8%
––––––––
9.9%
––––––––
10.5%
9.0%
––––––––
9.7%
––––––––
9.8%
––––––––
9.0%
8.7%
––––––––
8.8%

25,068
26,966
––––––––
52,034
––––––––
30,348
27,817
––––––––
58,165
––––––––
110,199
––––––––
28,592
26,257
––––––––
54,849

25,248
27,784
––––––––
53,032
––––––––
29,892
31,678
––––––––
61,570
––––––––
114,602
––––––––
31,244
34,823
––––––––
66,067

50,316
54,750
––––––––
105,066
––––––––
60,240
59,495
––––––––
119,735
––––––––
224,801
––––––––
59,836
61,080
––––––––
120,916

27,585
29,137
––––––––
56,722
––––––––
32,843
33,723
––––––––
66,566
––––––––
123,288
––––––––
32,059
33,342
––––––––
65,401

–––––––– –––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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3.

OPERATING COSTS

Notes
Wages and salaries
Incentive schemes, including directors
Amounts paid to long term contractors
Compulsory social security contributions
Compulsory pension contributions
Health and other benefits
Recruitment and training
Personnel expenditure (excluding share
option charges)
Professional fees
Technology costs
Office, travel and other costs
Foreign exchange losses
Other operating costs
Equity settled share option charges
Cash settled share option charges
Exceptional items
Effect of valuing the Betit put option
Depreciation
Amortisation

3.1

Six months
ended
30 June
2015
€000’s

Six months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

11,566
8,084
1,586
1,044
343
385
432
––––––––

10,698
6,103
1,703
1,107
313
351
392
––––––––

21,744
13,865
3,270
2,137
627
758
654
––––––––

23,440
2,080
11,564
1,946
886
––––––––
39,916
261
(59)
4,708
–
413
1,789
––––––––
47,028

20,667
1,637
10,170
1,853
40
––––––––
34,367
124
–
–
1,593
282
1,490
––––––––
37,856

43,055
4,489
20,991
5,251
340
––––––––
74,126
552
184
–
1,593
675
3,237
––––––––
80,367

Six months
ended
30 June
2015
€000’s

Six months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

3,793
915
––––––––
4,708

–
–
––––––––
–

–
–
––––––––
–

–––––––– –––––––– ––––––––
3.1

Exceptional items

Notes
Costs arising on proposed acquisition of
bwin.party digital entertainment plc
Romanian back tax and license fees

a
b

–––––––– –––––––– ––––––––
Notes:
a.

On 15 May 2015, the Group confirmed it had submitted a proposal with a view to the Group acquiring the entire issued
(and to be issued) share capital of bwin.party digital entertainment plc. Professional fees relating to the proposed
acquisition have been shown as an exceptional item due to their materiality.

b.

Under the licensing regime enacted for Romania, entities that have in the past operated in that country are obligated to
make a “tax amnesty” settlement should they wish to be considered for a new license. The Group has made a provision
for these back-tax costs and treated the expense as an exceptional item.
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4.

FINANCIAL INCOME AND EXPENSE

Financial income
Interest receivable
Financial expense
Unwinding of discount on non-interest bearing loan
Finance lease interest
Unwinding of discount on deferred consideration
Foreign exchange revaluation
Other expense

Six months
ended
30 June
2015
€000’s

Six months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

–
––––––––
–

8
––––––––
8

16
––––––––
16

––––––––

––––––––

––––––––

(116)
(53)
(27)
(1,110)
–
––––––––
(1,306)

(119)
(26)
(400)
(306)
(4)
––––––––
(855)

(238)
(67)
(710)
(627)
(4)
––––––––
(1,646)

––––––––

––––––––

––––––––

The foreign exchange differences above arose as follows:
Six months
ended
30 June
2015
€000’s
Retranslation of the William Hill non-interest bearing loan
Retranslation of amounts due in respect of finance leases
Retranslation of share option cash out liability

5.

(587)
(107)
(416)
––––––––
(1,110)

Six months
ended
30 June
2014
€000’s
(306)
–
–
––––––––
(306)

Year
ended
31 Dec
2014
€000’s
(467)
(160)
–
––––––––
(627)

––––––––

––––––––

––––––––

Six months
ended
30 June
2015
€000’s

Six months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

322
–
––––––––
322

447
–
––––––––
447

840
(112)
––––––––
728

–
––––––––
322

–
––––––––
447

–
––––––––
728

TAXATION

Current tax expense
Current year
Prior year
Deferred tax
Origination and reversal of temporary differences
Total income tax expense in Income Statement

––––––––
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6.

EARNINGS PER SHARE

6.1

Basic Earnings Per Share and Basic Earnings Per Share Before Exceptional Items
Basic earnings per share has been calculated by taking the profit attributable to ordinary shareholders
and dividing by the weighted average number of shares in issue. Basic earnings per share from
continuing operations before exceptional items has been calculated by taking the profit attributable to
ordinary shareholders and adding back the cost of exceptional items in the year and dividing by the
weighted average number of shares in issue.

Profit for the period attributable to ordinary
shareholders
Weighted average number of shares
Basic earnings per share (in €)
Profit for the year attributable to ordinary
shareholders before exceptional items
Basic earnings per before exceptional items (in €)
6.2

Six months
ended
30 June
2015

Six months
ended
30 June
2014

Year
ended
31 Dec
2014

16,744,558
––––––––––
61,276,480
––––––––––
0.273
––––––––––

17,572,000
––––––––––
60,912,801
––––––––––
0.288
––––––––––

40,563,268
––––––––––
61,099,894
––––––––––
0.664
––––––––––

21,452,500
0.350

17,572,000
0.288

40,563,268
0.664

–––––––––– –––––––––– ––––––––––

Diluted Earnings Per Share and Diluted Earnings Per Share Before Exceptional Items
Diluted earnings per share has been calculated by taking the profit attributable to ordinary
shareholders and dividing by the weighted average number of shares in issue as diluted by share
options. Diluted earnings per share from continuing operations before exceptional items has been
calculated by taking the profit attributable to ordinary shareholders and adding back the cost of
exceptional items and dividing by the weighted average number of shares in issue, as diluted by share
options.

Profit for the period attributable to
ordinary shareholders
Weighted average number of shares
Effect of dilutive share options
Weighted average number of dilutive shares
Diluted earnings per share (in €)
Profit for the year attributable to ordinary
shareholders before exceptional items
Diluted earnings per share before
exceptional items (in €)

Six months
ended
30 June
2015

Six months
ended
30 June
2014

Year
ended
31 Dec
2014

16,744,558
––––––––––
61,276,480
3,170,759
––––––––––
64,447,239
––––––––––
0.260
––––––––––

17,572,000
––––––––––
60,912,801
4,876,210
––––––––––
65,789,011
––––––––––
0.267
––––––––––

40,563,268
––––––––––
61,099,894
5,010,290
––––––––––
66,110,184
––––––––––
0.614
––––––––––

21,452,500

17,572,000

40,563,268

0.333

0.267

0.614

–––––––––– –––––––––– ––––––––––
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7.

RECEIVABLES AND PREPAYMENTS

Balances with payment processors
Trade receivables
Other receivables
Total receivables
Prepayments

Six months
ended
30 June
2015
€000’s

Six months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

17,696
10
1,224
––––––––
18,930
3,876
––––––––
22,806

17,156
138
1,189
––––––––
18,483
5,754
––––––––
24,237

22,222
111
1,500
––––––––
23,833
3,772
––––––––
27,605

––––––––

––––––––

––––––––

Payment processor balances described as receivables are funds held by third party collection agencies subject
to collection, or balances used to make refunds to players. Some of the balances should be considered as
working capital floats in certain markets.
8.

CASH AND CASH EQUIVALENTS

Restricted cash subject to regulator constraints
Other cash

9.

Six months
ended
30 June
2015
€000’s

Six months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

3,935
17,505
––––––––
21,440

1,092
14,903
––––––––
15,995

3,506
14,323
––––––––
17,829

––––––––

––––––––

––––––––

Six months
ended
30 June
2015
€000’s

Six months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

10,076
18,225
––––––––
28,301

10,581
11,964
––––––––
22,545

12,166
14,795
––––––––
26,961

TRADE AND OTHER PAYABLES

Other trade payables
Accruals

––––––––
10.

––––––––

––––––––

LIABILITY TO SHARE OPTION SETTLEMENT

As announced by the Company on 27 March 2015 three of its directors surrendered 3,200,000 fully-vested
and “in the money” share options granted in 2010 and 2012 at the prevailing market price at that time
(average of £1.83895). The surrender price was £4.64067, being the average of the middle market closing
prices of the Company’s shares for the thirty dealing days up to and including the date of surrender.
In light of the surrender of share options described above by Kenneth Alexander, Richard Cooper and Lee
Feldman (the “Senior Team”), the Company has implemented a new retention plan for the Senior Team
(the “Retention Plan”).
The Retention Plan is focused on ensuring that the Senior Team are compensated for the surrender of their
fully vested share options. Accordingly, each member of the Senior Team will receive cash payments which
in total equal the “in-the-money” value of their surrendered share options.
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Under the Retention Plan:
•

Total cash payment due to each director shall be paid evenly over a period of two years.

•

The directors’ dividend bonuses derived from the share options will decrease in a straight-line over
the 24 month period of the retention plan.

•

In the event a director’s service is terminated by the Company for cause (as defined in their service
agreement or letter of appointment) or he resigns during the two year period (other than due to serious
illness or repudiatory breach by the Company of his service agreement), he will not be entitled to
receive any further Retention Plan payments.

•

All payments will become payable on a change of control of the Company.

IFRS 2 Share based payments, states that the liability is recognised on the surrender through retained
earnings. The recognition of this liability is shown below:

Amounts falling due in one year
Amounts falling due after one year

Six months
ended
30 June
2015
€000’s

Six months
ended
30 June
2014
€000’s

Year
ended
31 Dec
2014
€000’s

6,826
5,251
––––––––
12,077

–
–
––––––––
–

–
–
––––––––
–

––––––––
11.

––––––––

––––––––

NON-INTEREST BEARING LOAN

As part of the Group’s acquisition of Sportingbet plc in March 2013, a credit facility was made available to
the Group by William Hill PLC to fund working capital.
The principal amount, together with the prevailing exchange rate between the £ and the €, and the resultant
balances, expressed in euros, are shown below:
30 June
2015
Original principal amount in £
Repayments made

6,862
(2,271)
––––––––
4,591
1.4057
––––––––
6,454

Principal amount outstanding at period end
Prevailing exchange rate
Principal amount expressed in €

––––––––

30 June
2014
6,862
–
––––––––
6,862
1.2477
––––––––
8,562

––––––––

31 Dec
2014
6,862
(2,271)
––––––––
4,591
1.2780
––––––––
5,867

––––––––

The second instalment of £2,295k is repayable in December 2015 with the final instalment of £2,296k
repayable in June 2016.
IAS 39 Financial Instruments: Recognition and Measurement, states that all loans and receivables should
initially be measured at their fair value. The loan has therefore been discounted at a rate of 4% and will be
unwound over the period of the loan.
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The facility is repayable in three instalments and should GVC declare dividends in excess of 58 €cents per
share, William Hill are entitled to receive an accelerated repayment equal to the excess of the actual dividend
over 58 €cents per share. The instalment as well as the impact of the discount are shown below:
Total
€000’s
Loan balance at 1 January 2015
Revaluation at 30 June exchange rate

5,867
587
––––––––
6,454
(780)
540
––––––––
6,214
240
––––––––
6,454

Discount on recognition of the loan
Unwinding of discount at 30 June 2015
Loan balance at 30 June 2015
Future discount

––––––––
12.

SHARE CAPITAL
Number of shares

At 1 January 2015 and 30 June 2015

61,276,480

––––––––––

Share options currently in issue are:

Directors and executives*
Provided to third parties following underwriting commitments
made at the time of the Sportingbet acquisition
*

13.

Exercise
price

Number of
shares

1p

3,450,000

2.335p

––––––––

––––––––

156,947

350,000 of these share options relate to cash settled share options. The remaining balance relates to equity settled share options.

INVESTMENT IN BETIT SECURITIES LIMITED

On 14 May 2014, the Group acquired a 15% stake in Betit Holdings Limited (‘BHL’) from Betit Securities
Limited (‘BSL’). The consideration was €3.5 million, which together with professional fees incurred at the
time amounted to a total upfront cost of €3.6 million. The Group has a call option to acquire the balance of
the outstanding shares. There is also a put option. These options, are, under IAS 39, required to be valued,
and are shown within both Non-current assets and non-current liabilities.

Available for sale financial asset
Original cost
Incidental acquisition costs
Put option at fair value
Effect of
Balance at start of period
Balance at end of period
Non-current liability to put option

30 June
2015

30 June
2014

–
–
–
–
3,801
––––––––
3,801
––––––––
(1,745)

3,500
149
1,745
(1,593)
–
––––––––
3,801
––––––––
(1,745)

––––––––

––––––––

31 Dec
2014
–
–
–
–
3,801
––––––––
3,801
––––––––
(1,745)

––––––––

There were no significant changes in the fair value of the asset or the options as at 31 December 2014 or
30 June 2015. Accordingly no adjustments have been made to the carrying value of the asset since inception.
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14.

RESTATEMENTS

The Group has made two modest restatements to the 30 June 2014 interim financial statement due to
clarification of accounting treatments associated with the investment in Betit.
14.1 Restatements in the Consolidated Income Statement
Six months ended 30 June 2014

Reference

Revenue
Cost of sales
Contribution
Other expenditure
Share based payments
Depreciation and amortisation
Effect of valuing the Betit put option
Financial income
Financial expense

a

Profit before tax
Taxation
Profit after tax

Original
€000’s
105,066
(48,344)
––––––––
56,722
(34,367)
(124)
(1,772)
–
8
(855)
––––––––
19,612
(447)
––––––––
19,165

––––––––

Restatements
€000’s
–
–
––––––––
–
–
–
–
(1,593)
–
–
––––––––
(1,593)
–
––––––––
(1,593)

Restated
€000’s
105,066
(48,344)
––––––––
56,722
(34,367)
(124)
(1,772)
(1,593)
8
(855)
––––––––
18,019
(447)
––––––––
17,572

––––––––

––––––––

Restatements
€000’s

Restated
€000’s

14.2 Restatements in the Consolidated Statement of Financial Position
Reference
Investments
Trade and other payables
Interest bearing loans and borrowings
Non-interest bearing loans and
borrowings
Betit option liability
All other assets and liabilities

a
b
b
b
a

3,649
(26,225)
–
–
–
166,247
––––––––
143,671

––––––––

Notes:

15.

Original
€000’s

152
3,680
(945)

3,801
(22,545)
(945)

(2,735)
(1,745)
–
––––––––
(1,593)

(2,735)
(1,745)
166,247
––––––––
142,078

––––––––

––––––––

a.

Represents the entries to recognise the fair value of the put and call options associated with Betit as discussed in note 13
above. At the time the 2014 interim financial statements were published the fair value exercise had not been completed.

b.

Represents reclassifications of the current portions of the William Hill interest free loan and finance lease liabilities
which were included within trade and other payables in the 2014 interim financial statements. The reclassifications aid
comparison with the 31 December 2014 audited consolidated Statement of Financial Position.

SUBSEQUENT EVENTS

On 2 July 2015, GVC received notice that 37 Entertainment Inc, a company incorporated in Quebec, had
filed legal proceedings against GVC Holdings plc in Quebec. GVC believes the claim is without merit and
intends to robustly contest the claim.
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Section B: GVC Holdings plc annual audited accounts 31 December 2014
DIRECTORS’ REPORT
The Directors present their report for GVC Holdings PLC and the audited financial statements for the year
ended 31 December 2014.
Principal Activities
Gaming VC Holdings S.A. was the original holding company of the Group. GVC Holdings PLC was
incorporated on 5 January 2010 in The Isle of Man. It took over the assets of Gaming VC Holdings S.A. after
approval by the shareholders on 21 May 2010, and since then is the holding company of the Group. Gaming
VC Holdings S.A. was subsequently liquidated.
Results and Dividends
The profit for the year attributable to ordinary shareholders after taxation amounted to €40,563,000 (2013:
profit of €12,303,000).
The Company is incorporated under the 2006 Isle of Man Companies Act. This act does not require the
Company to have distributable reserves for the purpose of declaring a dividend. The Act requires
the Directors to consider the solvency of the Company before making a dividend. A corollary of this is that
the matter of dividends is not required to be put before General Meeting.
The Group’s consolidated financial statements are set out on pages 113 to 117. For a more detailed review
of the Group’s result see the Report of the Chief Executive and the Report of the Group Finance Director.
Trading Review and Future Developments
The Directors are pleased with the Group’s performance during 2014 and are confident that this performance
will continue to improve during 2015 and beyond.
For a detailed review of the trading performance and future developments of the Group see the Chairman’s
Statement, Report of the Chief Executive and the Report of the Group Finance Director, which form part of
their reports.
Key Performance Indicators
For a more detailed review of the key performance indicators of the Group see the Report of the Chief
Executive.
Directors and their Interests
The Directors of the Company and their interests in the Ordinary share capital of the Group are as follows:
Ordinary shares of €0.01 each in
GVC Holdings PLC
Executive Directors
K Alexander
R Cooper
Non-Executive Directors
L Feldman
K Diacono

20 March
2015

31 December
2014

31 December
2013

87,000
1,667

87,000
1,667

87,000
–

122,575
–

122,575
–

98,700
–

The spouse of K Alexander owned 313,333 Ordinary shares at 20 March 2015, 31 December 2014 and
31 December 2013.
The spouse of R Cooper owned 325,000 Ordinary shares at 20 March 2015 and 31 December 2014 and
300,000 Ordinary shares at 31 December 2013.
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The Directors shareholdings represent 1.39% (2013: 1.31%) of the voting shares of the Company.
Details of the Directors who have an interest in share options are disclosed in the Report of the Remuneration
Committee.
Creditor Payment Policy
It is the Group’s policy to agree terms of business with suppliers prior to the supply of goods and services.
Going Concern
The Group’s business activities, together with the factors likely to affect its future performance and position
are set out in the Chairman’s, Chief Executive’s and Group Finance Director’s statements. Note 20 to the
financial statements sets out the Group’s financial risk management policies, and its exposure to credit risk
and liquidity risk.
The Directors have assessed the financial risks facing the business, and compared this risk assessment to the
net current assets position and dividend policy. The Directors have also reviewed relationships with key
suppliers and software providers and are satisfied that the appropriate contracts and contingency plans are in
place. The Directors have prepared income statement and cash flow forecasts to assess whether the Group
has adequate resources for the foreseeable future.
The Directors consider that the Group has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the
consolidated financial statements.
Statement of Directors’ Responsibilities
The Directors are responsible for preparing the Directors’ report and the financial statements in accordance
with applicable law and regulations.
Company law requires the Directors to keep reliable accounting records which allow financial statements to
be prepared. In addition, the Directors have elected to prepare group financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union and applicable law, and have
elected to prepare the parent company financial statements in accordance with UK accounting standards and
applicable law (UK Generally Accepted Accounting Practice). The financial statements are required to give
a true and fair view of the state of affairs of the Group and Company and of the profit or loss of the Group
for that year. In preparing these financial statements, the Directors are required to:
•

select suitable accounting policies and apply them consistently;

•

make judgments and estimates that are reasonable and prudent;

•

state whether applicable International Financial Reporting Standards and UK Accounting Standards
have been followed, subject to any material departures disclosed and explained in the statements; and

•

prepare the financial statements on a going concern basis unless it is inappropriate to presume that the
Group and Company will continue in business.

The Directors are responsible for keeping reliable accounting records that disclose with reasonable accuracy
at any time the financial position of the Company and enable them to ensure that the financial statements
comply with The Isle of Man Companies Act 2006. They are also responsible for safeguarding the assets of
the Group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
In so far as the Directors are aware:
•

there is no relevant audit information of which the Company’s auditors are unaware; and
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•

the Directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information.

The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company’s website. Legislation in the UK governing preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.
For and on behalf of the Board of GVC Holdings PLC.
Registered office:
Milbourn House
St. Georges Street
Douglas
Isle of Man
IM1 1AJ

Richard Cooper
Group Finance Director
20 March 2015
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2014 INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GVC HOLDINGS PLC
We have audited the Group financial statements of GVC Holdings PLC for the year ended 31 December
2014 which comprise the Consolidated Income Statement, the Consolidated Statement of Comprehensive
Income, the Consolidated Balance Sheet, the Consolidated Statement of Changes in Equity, the Consolidated
Statement of Cashflows and the related notes. The financial reporting framework that has been applied in the
preparation of the Group financial statements is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.
This report is made solely to the company’s members, as a body. Our audit work has been undertaken so that
we might state to the company’s members those matters we are required to state to them in an auditor’s report
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the Company and the Company’s members as a body, for our audit work, for this report,
or for the opinions we have formed.
Respective Responsibilities of Directors and Auditor
As explained more fully in the Directors’ Responsibilities Statement on page 110, the Directors are
responsible for the preparation of the Group financial statements which give a true and fair view. Our
responsibility is to audit and express an opinion on the Group financial statements 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 Ethical Standards for Auditors.
Scope of the Audit of the Financial Statements
An audit involves obtaining evidence about the amounts and disclosures in the Group financial statements
sufficient to give reasonable assurance that the Group financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of: whether the accounting
policies are appropriate to the Group’s circumstances and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates made by the Directors; and the overall
presentation of the Group financial statements. In addition, we read all the financial and non-financial
information in the Annual Report to identify material inconsistencies with the audited consolidated financial
statements and to identify any information that is apparently materially incorrect based on, or materially
inconsistent with, the knowledge acquired by us in the course of performing our audit. If we become aware
of any apparent material misstatements or inconsistencies we consider the implications for our report.
Opinion on Financial Statements
In our opinion the Group financial statements:
•

give a true and fair view, of the state of the Group’s affairs as at 31 December 2014 and of its profit
for the year then ended; and

•

have been properly prepared in accordance with IFRSs (as adopted by the European Union).

Other Matter
We have reported separately on the parent company financial statements of GVC Holdings PLC for the year
ended 31 December 2014.

Grant Thornton UK LLP
Chartered Accountants
London
20 March 2015
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2014
Notes
Net Gaming Revenue
Cost of sales

2

Contribution
Operating costs (as below)
Other operating costs
Share option charges
Exceptional items
Depreciation and amortisation
Effect of valuing the Betit put option

2014
€000’s

2
3

224,801
(101,513)
––––––––
123,288
(80,367)

169,959
(67,328)
––––––––
102,631
(88,513)

3
3
3
3, 7, 8
9

(74,126)
(736)
–
(3,912)
(1,593)

(64,332)
(730)
(19,711)
(3,740)
–

42,921
16
(1,646)
––––––––
41,291
(728)
––––––––
40,563

14,118
627
(1,731)
––––––––
13,014
(711)
––––––––
12,303

Operating profit
Financial income
Financial expense

4
4

Profit before tax
Taxation expense

5

Profit after tax

––––––––

Earnings per share

€

Basic

6

Diluted

6

113

2013
€000’s

0.664

––––––––
––––––––

0.614

––––––––
€

0.225

––––––––
––––––––
0.220

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2014

Profit for the year
Other comprehensive income
Items that may subsequently be recycled to profit or loss:
Exchange differences on translation of foreign operations
Total comprehensive income for the year

2014
€000’s

2013
€000’s

40,563

12,303

–
––––––––
40,563

359
––––––––
12,662

––––––––

The notes on pages 119 to 158 form part of these financial statements.
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––––––––

CONSOLIDATED BALANCE SHEET
at 31 December 2014
Notes

2014
€000’s

2013
€000’s

7
8
9
5

1,147
154,260
3,801
–
––––––––
159,208
––––––––
27,605
3,925
139
17,829
––––––––
49,498
––––––––

918
153,850
–
–
––––––––
154,768
––––––––
23,579
1,877
306
18,808
––––––––
44,570
––––––––

(26,961)
(13,036)
(1,362)
(2,735)
(5,014)
(1,338)
––––––––
(50,446)
––––––––
(948)

(20,630)
(13,298)
(945)
(2,514)
(2,722)
(4,182)
––––––––
(44,291)
––––––––
279

(327)
(2,777)
(1,745)
(3,953)
––––––––
(8,802)
––––––––
149,458

(1,221)
(5,148)
–
(7,582)
––––––––
(13,951)
––––––––
141,096

613
40,407
85,380
359
22,699
––––––––
149,458

609
40,407
84,530
359
15,191
––––––––
141,096

Assets
Property, plant and equipment
Intangible assets
Available for sale financial asset
Deferred tax asset
Total non-current assets
Trade and other receivables
Income taxes reclaimable
Other tax reclaimable
Cash and cash equivalents

11
5
12

Total current assets
Current liabilities
Trade and other payables
Balances with customers
Interest bearing loans and borrowings
Non-interest bearing loan and borrowings
Income taxes payable
Other taxation payable

13
16
14
5
15

Total current liabilities
Current assets less current liabilities
Non-current liabilities
Interest bearing loans and borrowings
Non-interest bearing loan and borrowings
Betit option liability
Deferred consideration on Betboo

16
14
9
10

Total non-current liabilities
Total net assets

––––––––

Capital and reserves
Issued share capital
Merger reserve
Share premium
Translation reserve
Retained earnings

17
17
17
17
17

Total equity attributable to equity holders of the parent

––––––––

––––––––

––––––––

The financial statements from pages 113 to 117 were approved and authorised for issue by the Board of
Directors on 20 March 2015 and signed on their behalf by:

K.J. Alexander
(Chief Executive Officer)

R.Q.M. Cooper
(Group Finance Director)

The notes on pages 119 to 158 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2014
Attributable to equity holders of the parent company:

Balance at 1 January 2013
Share option charges
Share options cancelled
Share options exercised
Issue of share capital for the
acquisition of Sportingbet PLC
Dividend paid
Transactions with owners
Profit for the year
Other comprehensive income
for the year
Total comprehensive income
for the year
Balance as at 31 December 2013
Balance at 1 January 2014
Share option charges**
Share options exercised
Dividend paid
Transactions with owners
Profit for the year
Other comprehensive income
for the year
Total comprehensive income
for the year
Balance as at 31 December 2014

Share
Capital
€000’s

Merger
Reserve
€000’s

Share
Premium
€000’s

Translation
Reserve
€000’s

Retained
Earnings*
€000’s

316
––––––––
–
–
3

40,407
––––––––
–
–
–

611
––––––––
–
–
291

–
––––––––
–
–
–

17,137
––––––––
736
(6)
–

58,471
––––––––
736
(6)
294

290
–
––––––––
293
––––––––
–

–
–
––––––––
–
––––––––
–

83,628
–
––––––––
83,919
––––––––
–

–
–
––––––––
–
––––––––
–

–
(14,979)
––––––––
(14,249)
––––––––
12,303

83,918
(14,979)
––––––––
69,963
––––––––
12,303

–
––––––––

–
––––––––

–
––––––––

359
––––––––

–
––––––––

359
––––––––

–
––––––––
609
––––––––
609
––––––––
–
4
–
––––––––
4
––––––––
–

–
––––––––
40,407
––––––––
40,407
––––––––
–
–
–
––––––––
–
––––––––
–

–
––––––––
84,530
––––––––
84,530
––––––––
–
850
–
––––––––
850
––––––––
–

359
––––––––
359
––––––––
359
––––––––
–
–
–
––––––––
–
––––––––
–

12,303
––––––––
15,191
––––––––
15,191
––––––––
552
–
(33,607)
––––––––
(33,055)
––––––––
40,563

12,662
––––––––
141,096
––––––––
141,096
––––––––
552
854
(33,607)
––––––––
(32,201)
––––––––
40,563

–
––––––––

–
––––––––

–
––––––––

–
––––––––

–
––––––––

–
––––––––

–
––––––––
613

–
––––––––
40,407

–
––––––––
85,380

–
––––––––
359

40,563
––––––––
22,699

40,563
––––––––
149,458

Total
€000’s

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

*

the cumulative share option reserve included within retained earnings at 31 December 2014 amounted to €5,940,000.

**

total share option charge per the consolidated income statement amounted to €736,000 the difference being the cash settled share
option expense of €184,000 which is not taken directly to retained earnings.

All reserves of the Company are distributable. Under The Isle of Man Companies Act 2006 distributions are
not governed by reserves but by the Directors undertaking an assessment of the Company’s solvency at the
time of distribution.
The notes on pages 119 to 158 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CASHFLOWS
for the year ended 31 December 2014
Notes
Cash flows from operating activities
Cash receipts from customers
Cash paid to suppliers and employees
Corporate taxes recovered
Corporate taxes paid
Net cash from operating activities
Cash flows from investing activities
Interest received
Acquisition earn-out payments (Betboo)
Acquisition (net of cash acquired)
Investment in Betit
Acquisition of property, plant and equipment
Capitalised development costs

10
9
7
8

Net cash from investing activities
Cash flows from financing activities
Non-interest bearing loan (from William Hill)
Proceeds from issue of share capital
Repayment of borrowings
Dividend paid

14
16
17

Net cash from financing activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

2014
€000’s
221,048
(172,668)
1,256
(1,740)
––––––––
47,896
––––––––

173,885
(181,592)
1,143
(1,580)
––––––––
(8,144)
––––––––

16
(4,339)
–
(3,649)
(802)
(3,343)
––––––––
(12,117)
––––––––

33
(6,378)
64,755
–
(37)
(4)
––––––––
58,369
––––––––

(2,856)
854
(1,149)
(33,607)
––––––––
(36,758)
––––––––
(979)
18,808
––––––––
17,829

8,020
294
(31,384)
(14,979)
––––––––
(38,049)
––––––––
12,176
6,632
––––––––
18,808

––––––––

The notes on pages 119 to 158 form part of these financial statements.
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2013
€000’s

––––––––

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2014
1.

Significant accounting policies

2.

Segmental reporting

3.

Operating costs

4.

Financial income and expenses

5.

Taxation

6.

Earnings per share

7.

Property, plant and equipment

8.

Intangible assets

9.

Available for sale financial asset

10.

Betboo deferred consideration

11.

Receivables and prepayments

12.

Cash and cash equivalents

13.

Trade and other payables

14.

Non-interest bearing loan

15.

Other taxation payable

16.

Commitments under operating and finance leases

17.

Share capital and reserves

18.

Dividends

19.

Share option schemes

20.

Financial instruments and risk management

21.

Related parties

22.

Group entities

23.

Contingent liabilities

24.

Accounting estimates and judgements

25.

Going concern

26.

Subsequent events
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1.

SIGNIFICANT ACCOUNTING POLICIES

This note from pages 119 to 158 deals with both the significant accounting policies used in the preparation
of these financial statements, together with a note identifying new accounting standards which will affect the
Group.
GVC Holdings PLC is a company registered in The Isle of Man and was incorporated on 5 January 2010. It
is the successor company of Gaming VC Holdings S.A. and took the assets of Gaming VC Holdings S.A. on
21 May 2010 after formal approval by shareholders. The consolidated financial statements of the Group for
the year ended 31 December 2014 comprise the Company and its subsidiaries (together referred to as the
‘Group’).
On the 19 March 2013 the Group completed the acquisition of Sportingbet PLC. Management views the
enlarged group as having one business line which it has worked hard at integrating since acquisition. Within
that one business line there are two distinct operating segments, Sports and Gaming. Gaming includes
Casino, Poker and Bingo. As a result of the Sportingbet acquisition the revenues of East Pioneer
Corporation B.V. are now fully consolidated into the Group.
The significant subsidiary undertakings of the Group are listed in note 22.
1.1

Statement of Compliance
The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs), as adopted by the European Union.
The Directors have reviewed the accounting policies used by the Group and consider them to be the
most appropriate. The accounting policies are consistent with the prior year with the exception of
revisions and amendments to IFRS issued by the IASB, which are relevant to and effective for the
annual period beginning 1 January 2014. There was no material effect on current, prior or future
periods arising from the first-time application of these new requirements in respect of presentation,
recognition and measurement are described more fully in note 1.2.

1.2

Basis of Preparation
The financial information, which comprises the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated balance sheet, the consolidated statement of
changes in equity, the consolidated statement of cashflows and related notes, is derived from the
Group financial statements for the year ended 31 December 2014, which have been prepared under
International Financial Reporting Standards as adopted by the European Union (IFRS) and those parts
of the Isle of Man Companies Act 2006 applicable to companies reporting under IFRS.
The financial statements are presented in the Euro, rounded to the nearest thousand, and are prepared
on the historical cost basis with the exception of those assets and liabilities carried at fair value. The
financial statements are prepared on the going concern basis (see note 25).
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based payment transactions that
are within the scope of IFRS 2, leasing transactions that are within the scope of IAS 17, and
measurements that have some similarities to fair value but are not fair value, such as net realisable
value in IAS 2 or value in use in IAS 36.
The preparation of financial statements in conformity with IFRSs requires directors to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
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assets and liabilities, income and expenses. The estimates and associated assumptions are based on
various factors that are believed to be reasonable under the circumstances, the results of which form
the basis of making the judgements about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the revision affects both current and future
periods.
Significant accounting estimates and judgements are discussed in further detail in note 24.
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements.
The accounting policies have been applied consistently by Group entities.
1.3

Basis of Consolidation
1.3.1 Subsidiaries
The Group financial statements consolidate those of the parent company and all of its
subsidiaries as of 31 December 2014.
Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during
the year are recognised from the effective date of acquisition, or up to the effective date of
disposal, as applicable. The Group attributes total comprehensive income or loss of subsidiaries
between the owners of the parent and the non-controlling interests based on their respective
ownership interests.
Where the company has control over an investee, it is classified as a subsidiary. The company
controls an investee if all three of the following elements are present:
•

Power over the investee

•

Exposure or rights to variable returns from the investee

•

The ability of the company to use its power to affect those variable returns.

Control is re-assessed whenever facts and circumstances indicate that there may be a change in
any of the above elements of control.
1.3.2 Transactions Eliminated on Consolidation
All transactions and balances between Group companies are eliminated on consolidation,
including unrealised gains and losses on transactions between Group companies. Where
unrealised losses on intra-group asset sales are reversed on consolidation, the underlying asset
is also tested for impairment from a group perspective. Amounts reported in the financial
statements of subsidiaries have been adjusted where necessary to ensure consistency with the
accounting policies adopted by the Group.
1.3.3 Business Combinations
Acquisitions of businesses are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum
of the acquisition-date fair values of the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition related costs are generally recognised in
profit or loss as incurred.
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At the acquisition date, the identifiable assets acquired and the liabilities assumed are
recognised at their fair value, except that:
•

deferred tax assets or liabilities, and assets or liabilities related to employee benefit
arrangements are recognised and measured in accordance with IAS 12 Income Taxes
and IAS 19 Employee Benefits respectively;

•

liabilities or equity instruments related to share-based payment arrangements of the
acquiree or share-based payment arrangements of the Group entered into to replace
share-based payment arrangements of the acquiree are measured in accordance with
IFRS 2 Share Based Payments at the acquisition date; and

•

assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5
Non-current Assets Held for Sale and Discontinued Operations are measured in
accordance with that Standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held
equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed. If, after reassessment, the net of the
acquisition-date amounts of the identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer’s previously held interest in the acquiree (if any), the
excess is recognised immediately in profit or loss as a bargain purchase gain.
When the consideration transferred by the Group in a business combination includes assets or
liabilities resulting from a contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value and included as part of
the consideration transferred in a business combination. Changes in the fair value of the
contingent consideration that qualify as measurement period adjustments are adjusted
retrospectively, with corresponding adjustments against goodwill. Measurement period
adjustments are adjustments that arise from additional information obtained during the
“measurement period” (which cannot exceed one year from the acquisition date) about facts
and circumstances that existed at the acquisition date.
The subsequent accounting for changes in the fair value of the contingent consideration that do
not qualify as measurement period adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is accounted for within equity.
Contingent consideration that is classified as an asset or a liability is remeasured at subsequent
reporting dates in accordance with IAS 39, as appropriate, with the corresponding gain or loss
being recognised in profit or loss.
When a business combination is achieved in stages, the Group’s previously held equity interest
in the acquiree is remeasured to its acquisition-date fair value and the resulting gain or loss, if
any, is recognised in profit or loss. Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in other comprehensive income are
reclassified to profit or loss where such treatment would be appropriate if that interest were
disposed of.
If the initial accounting for a business combination is incomplete by the end of the reporting
period in which the combination occurs, the Group reports provisional amounts for the terms
for which the accounting is incomplete. Those provisional amounts are adjusted during the
measurement period (see above), or additional assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that existed at the acquisition date that, if
known, would have affected the amounts recognised at that date.

121

1.4

Foreign Currency
The functional currency of the Company, as well as the presentational currency of the Group, is the
Euro.
1.4.1 Foreign Currency Transactions
Monetary assets and liabilities denominated in foreign currencies at the reporting balance sheet
date are translated to the Euro at the foreign exchange rate ruling at that date. Foreign exchange
differences arising on translation are recognised in the consolidated income statement. Nonmonetary assets and liabilities that are measured in terms of historical cost in a foreign currency
are translated using the exchange rate at the date of the transaction.
Income and expense items are translated at the average exchange rates for the period unless
exchange rates fluctuate significantly, in which case the spot rate for significant items is used.
Exchange differences arising, if any, are recognised in other comprehensive income classified
as equity and transferred to the Group’s translation reserve. Such translation differences are
reclassified to profit or loss in the period in which the operation is disposed of.

1.5

Property, Plant and Equipment
1.5.1 Owned Assets
Property, plant and equipment is stated at cost, less accumulated depreciation (see 1.5.2 below)
and impairment losses (see accounting policy 1.7). Where parts of an item of property, plant
and equipment have different useful lives, they are accounted for as separate items of property,
plant and equipment.
1.5.2 Depreciation
Depreciation is charged to the income statement on a straight-line basis over the estimated
useful lives of each part of an item of property, plant and equipment. The estimated useful lives
are as follows:
Fixtures and fittings:
Plant and equipment:

3 years
3 years

The residual value, if significant, is reassessed annually.
1.6

Intangible Assets
1.6.1 Goodwill
Goodwill arising on an acquisition of a business is carried at cost as established at the date of
acquisition of the business less accumulated impairment losses, if any.
For the purposes of impairment testing, goodwill has been allocated to each of the Group’s
cash-generating units that is expected to benefit from the synergies of the combination.
A cash-generating unit to which goodwill has been allocated is tested for impairment annually,
or more frequently when there is an indication that the unit may be impaired. If the recoverable
amount of the cash-generating unit is less than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to
the other assets of the unit pro rata based on the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit or loss. An impairment loss
recognised for goodwill is not reversed in subsequent periods.
On disposal of the relevant cash-generating unit, the attributable amount of goodwill is
included in the determination of the profit or loss on disposal.
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1.6.2 Other Intangible Assets
Other intangible assets that are acquired by the Group are stated at cost less accumulated
amortisation (see 1.6.4) and impairment losses (see accounting policy 1.7).
The cost of intangible assets acquired in a business combination is the fair value at acquisition
date. The valuation methodology used for each type of identifiable asset category is detailed
below:
Asset category

Valuation methodology

Consulting and magazine
Software licence
Trademarks
Trade name
Non Contractual customer relationships

Income (cost saving)
Income (incremental value plus loss of profits)
Relief from royalty
Relief from royalty
Excess earnings

Where, in the opinion of the Directors, the Group’s expenditure in relation to development of
internet activities results in future economic benefits, these costs are capitalised within software
licences and amortised over the useful economic life of the asset.
Development costs are capitalised only when it is probable that future economic benefit will
result from the project and the following criteria are met:
•

The technical feasibility of the product has been ascertained;

•

Adequate technical, financial and other resources are available to complete and sell or
use the intangible asset;

•

The Group can demonstrate how the intangible asset will generate future economic
benefits and the ability to use or sell the intangible asset can be demonstrated;

•

It is the intention of management to complete the intangible asset and use it or sell it;
and

•

The development costs can be measured reliably.

1.6.3 Subsequent Expenditure
Subsequent expenditure on capitalised intangible assets is capitalised only when it increases
the future economic benefits embodied in the specific asset to which it relates. This includes
legal and similar expenditure incurred in registering brands and trade names, which is
capitalised, all other expenditure is expensed as incurred.
1.6.4 Amortisation
Amortisation is charged to the income statement on a straight-line basis over the estimated
useful lives of intangible assets unless such lives are indefinite. Goodwill and trademarks with
an indefinite useful life are systematically tested for impairment at each balance sheet date.
Other intangible assets are amortised from the date they are available for use. The estimated
useful lives are as follows:
Software licence agreements
Non-contractual customer relationships
1.7

2-15 years
4 years

Impairment
At each reporting date, the Group assesses whether there is any indication that an asset may be
impaired. Where an indicator of impairment exists, the Group makes an estimate of the recoverable
amount. Where the carrying amount of an asset exceeds its recoverable amount, the asset is written
down to its recoverable amount. Recoverable amount is the higher of fair value less costs to sell and
value in use and is determined for an individual asset. If the asset does not generate cash inflows that
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are largely independent of those from other assets or groups of assets, the recoverable amount of the
cash generating unit to which the asset belongs is determined. Discount rates reflecting the asset
specific risks and the time value of money are used for the value in use calculation.
For goodwill and trademarks that have an indefinite useful life, the recoverable amount is estimated
at each balance sheet date.
1.8

Dividends Paid to Holders of Share Capital
Dividend distributions payable to equity shareholders are recognised through equity reserves on the
date the dividend is paid.

1.9

Employee Benefits
1.9.1 Pension Costs
In some jurisdictions in which the Group has employees, there are government or private
schemes into which the employing company or branch must make payments on a defined
contribution basis, the contributions are shown in the profit or loss account in the year.
1.9.2 Share Options
The Group has share option schemes which allow Group employees and contractors to acquire
shares of the Company. The fair value of options granted is recognised as an employee expense
with a corresponding increase in equity. The fair value is measured at grant date and spread
over the period during which the employees become unconditionally entitled to the options.
The fair value of the options granted are measured using either a binomial or Monte Carlo
valuation model. This valuation method takes into account the terms and conditions upon
which the options were granted. The amount recognised as an expense is adjusted to reflect the
actual number of share options that vest and market conditions if applicable.
Payments made to repurchase or cancel vested awards are accounted for with the fair value of
the options cancelled, measured at the date of cancellation being taken to retained earnings; the
balance is taken to the income statement. Also on cancellation an accelerated charge would be
recognised immediately.
See note 19 for further details of the schemes.

1.10 Provisions
A provision is recognised in the balance sheet when the Group has a present 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. If the effect is material, provisions are determined by discounting the
expected future cashflows at a pre-tax rate that reflects current market assessments of the time value
of money and, where appropriate, the risks specific to the liability.
1.11 Revenue Recognition
Net Gaming Revenue (‘NGR’) is measured at the fair value of consideration received or receivable
and comprises the following elements:
Casino:

net win in respect of bets placed on casino games that have concluded in the year,
stated net of promotional bonuses.

Sportsbook:

gains and losses in respect of bets placed on sporting events in the year, stated net
of promotional bonuses. Open positions are carried at fair market value and gains
and losses arising on this valuation are recognised in revenue, as well as gains and
losses realised on positions that have closed.
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Poker:

net win in respect of rake for poker games that have concluded in the year, stated
net of promotional bonuses.

Bingo:

net win in respect of bets placed on bingo games that have concluded in the year,
stated net of promotional bonuses.

Where promotional bonuses apply to customers playing a variety of products through the same wallet,
bonuses are allocated pro-rata to the net win.
B2B income comprises the amounts receivable for services to other online gaming operators. Income
is recognised when a right to consideration has been obtained through performance and reflects
contract activity during the year. Until 19 March 2013 B2B income included amounts due for the
provision of services to East Pioneer Corporation B.V. (“EPC”). The amounts have been shown as
income as they represent normal trading transactions and match costs incurred by the Group as a result
of providing services to EPC. A reconciliation of the NGR attributable to the B2B partner to the B2B
income recognised in these financial statements is shown in note 2. From 19 March 2013 the results
of EPC were fully consolidated into the Group following the acquisition of Sportingbet PLC as
required under IFRS.
1.12 Financial Expenses
Financial expenses comprise interest payable on borrowings calculated using the effective interest rate
method.
1.13 Exceptional Items
Exceptional items are those that in the judgement of the Directors, need to be disclosed by virtue of
their size or incidence in order for the user to obtain a proper understanding of the financial
information.
1.14 Financial Income
Financial income is interest income recognised in the income statement as it accrues, using the
effective interest method.
1.15 Tax
Current tax is the tax currently payable based on taxable profit for the year. Deferred income taxes are
calculated using the liability method on temporary differences.
Deferred tax is generally provided on the difference between the carrying amounts of assets and
liabilities and their tax bases. However, deferred tax is neither provided on the initial recognition of
goodwill, nor on the initial recognition of an asset or liability unless the related transaction is a
business combination or affects tax or accounting profit. Deferred tax on temporary differences
associated with investments in subsidiaries is not provided if reversal of these temporary differences
can be controlled by the Group and it is probable that reversal will not occur in the foreseeable future.
In addition, tax losses available to be carried forward as well as other income tax credits to the Group
are assessed for recognition as deferred tax assets.
Deferred tax liabilities are provided in full, with no discounting. Deferred tax assets are recognised to
the extent that it is probable that the underlying deductible temporary differences will be able to be
offset against future taxable income. Current and deferred tax assets and liabilities are calculated at
tax rates that are expected to apply to their respective period of realisation, provided they are enacted
or substantively enacted at the balance sheet date.
Changes in deferred tax assets or liabilities are recognised as a component of tax expense in the
income statement, except where they relate to items that are charged or credited directly to other
comprehensive income or equity in which case the related deferred tax is also charged or credited
directly to other comprehensive income or equity as appropriate.
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1.16 Segment Reporting
The Board has reviewed and confirmed the Group’s reportable segments in line with the requirements
of IFRS 8 ‘Operating Segments.’ The segments disclosed below are aligned with the reports the
Group’s Chief Executive reviews to make strategic decisions.
Sports:

being the gains and losses in respect of bets placed on sporting events in the year

Gaming:

being the net win in respect of bets placed on casino, poker, bingo that have
concluded in the year, along with deposit charges debited to customer accounts.

Corporate assets which are not directly attributable to the business activities of any operating segment
are not allocated to a segment.
1.17 Financial Instruments
Financial assets and financial liabilities are recognised when a Group entity becomes a party to the
contractual provisions of the instruments.
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in profit or loss.
1.17.1 Non-Derivative Financial Instruments
Non-derivative financial instruments comprise trade and other receivables, cash and cash
equivalents, loans and borrowings, and trade and other payables. Non-derivative financial
instruments are recognised initially at fair value, plus, for instruments not at fair value through
profit or loss, any directly attributable transaction costs. Subsequent to initial recognition, nonderivative financial instruments are measured at amortised cost using the effective interest
method. Provisions for impairment are made against financial assets if considered appropriate
and any impairment is recognised in profit or loss.
1.17.2 Cash and Cash Equivalents
Cash and cash equivalents comprise cash balances and any balances with payment processors
that are repayable on demand. Bank overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are included as a component of cash and cash
equivalents for the purpose of the statement of cashflows.
Accounting for financial income and financial expenses are discussed in notes 1.14 and 1.12
respectively.
1.17.3 Available for Sale Financial Assets (AFS)
AFS financial assets are non-derivative financial assets that are either designated to this
category or do not qualify for inclusion in any of the other categories of financial assets. The
Group’s AFS financial assets include the equity investment in Betit Holdings Limited (BHL).
AFS financial assets are measured at fair value. Gains and losses are recognised in other
comprehensive income and reported within the AFS reserve within equity, except for interest
and dividend income, impairment losses and foreign exchange differences on monetary assets,
which are recognised in profit or loss.
When the asset is disposed of or is determined to be impaired, the cumulative gain or loss
recognised in other comprehensive income is reclassified from the equity reserve to profit or
loss. Interest calculated using the effective interest method and dividends are recognised in
profit or loss within finance income.
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For AFS equity investments impairment reversals are not recognised in profit loss and any
subsequent increase in fair value is recognised in other comprehensive income.
1.17.4 Derivative Financial Instruments
Derivative financial instruments are accounted for at Fair Value Through Profit and Loss
(FVTPL). The options associated with the Group’s investment in BHL are considered
derivative financial instruments and are carried at their fair value which is re-measured at each
reporting date. Any movements in fair value are taken to the consolidated income statement.
1.17.5 Impairment of Financial Assets
Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired when there is objective evidence that, as a result
of one or more events that occurred after the initial recognition of the financial asset, the
estimated future cashflows of the investment have been affected.
Objective evidence of impairment could include:
•

significant financial difficulty of the issuer or counterparty; or

•

breach of contract, such as a default or delinquency in interest or principal payments; or

•

it becoming probable that the borrower will enter bankruptcy or financial
re-organisation; or

•

the disappearance of an active market for that financial asset because of financial
difficulties.

1.18 Equity
Equity comprises the following:
‘Share capital’ represents the nominal value of equity shares.
‘Share premium’ represents the excess over nominal value of the fair value of consideration received
for equity shares, net of expenses of the share issue.
‘Retained earnings’ represents retained profits.
‘Merger reserve’ arose on the re-domiciliation of the Group from Luxembourg to The Isle of Man. It
consists of the pre-redomiciliation reserves of the Luxembourg company plus the difference in the
issued share capital (31,135,762 share at €0.01 versus 31,135,762 shares at €1.24).
‘Translation reserve’ represents exchange differences on translation of foreign subsidiaries recognised
in other comprehensive income.
1.19 Finance leases
Management applies judgment in considering the substance of a lease agreement and whether it
transfers substantially all the risks and rewards incidental to ownership of the leased asset. Key factors
considered include the length of the lease term in relation to the economic life of the asset, the present
value of the minimum lease payments in relation to the asset’s fair value, and whether the Group
obtains ownership of the asset at the end of the lease term.
The interest element of lease payments is charged to profit or loss, as finance costs over the period of
the lease.
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1.20 Operating leases
All other leases other than finance leases are treated as operating leases. Where the Group is a lessee,
payments on operating lease agreements are recognised as an expense on a straight-line basis over the
lease term. Associated costs, such as maintenance and insurance, are expensed as incurred.
1.21 New and revised standards that are effective for annual periods beginning on or after 1 January
2014
A number of new and revised standards are effective for annual periods beginning on or after
1 January 2014. Information on these new standards is presented below.
1.21.1 IFRS 10 ‘Consolidated Financial Statements’ (IFRS 10)
IFRS 10 supersedes IAS 27 ‘Consolidated and Separate Financial Statements’ (IAS 27) and
SIC 12 ‘Consolidation-Special Purpose Entities.’ IFRS 10 revises the definition of control and
provides extensive new guidance on its application. These new requirements have the potential
to affect which of the Group’s investees are considered to be subsidiaries and therefore to
change the scope of consolidation. The requirements on consolidation procedures, accounting
for changes in non-controlling interests and accounting for loss of control of a subsidiary are
unchanged.
The Directors have reviewed the group’s control assessments in accordance with IFRS 10 and
has concluded that there is no effect on the classification (as subsidiaries or otherwise) of any
of the Group’s investees held during the period or comparative periods covered by these
financial statements.
1.21.2 IFRS 11 ‘Joint Arrangements’ (IFRS 11)
IFRS 11 supersedes IAS 31 ‘Interests in Joint Ventures’ (IAS 31) and SIC 13 ‘Jointly
Controlled Entities- Non-Monetary-Contributions by Venturers.’ IFRS 11 revises the categories
of joint arrangement, and the criteria for classification into the categories, with the objective of
more closely aligning the accounting with the investor’s rights and obligations relating to the
arrangement. In addition, IAS 31’s option of using proportionate consolidation for
arrangements classified as jointly controlled entities under that Standard has been eliminated.
IFRS 11 now requires the use of the equity method for arrangements classified as joint ventures
(as for investments in associates).
The Directors have reviewed the group’s interests in accordance with IFRS 11 and has
concluded that there is no effect on the classification of any of the Group’s investees held
during the period or comparative periods covered by these financial statements.
1.21.3 IFRS 12 ‘Disclosure of Interests in Other Entities’ (IFRS 12)
IFRS 12 integrates and makes consistent the disclosure requirements for various types of
investments, including unconsolidated structured entities. It introduces new disclosure
requirements about the risks to which an entity is exposed from its involvement with structured
entities. The Directors do not consider there to be any ‘other entities’ that require disclosure in
accordance with IFRS 12.
1.21.4 Consequential amendments to IAS 27 ‘Separate Financial Statements’ (IAS 27) and IAS 28
‘Investments in Associates and Joint Ventures’ (IAS 28)
IAS 27 now only addresses separate financial statements. IAS 28 brings investments in joint
ventures into its scope. However, IAS 28’s equity accounting methodology remains unchanged.
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1.21.5 IFRIC 21
‘Levies’ IFRIC 21 clarifies that:
•

the obligating event that gives rise to the liability is the activity that triggers the payment
of the levy, as identified by the government’s legislation. If this activity arises on a
specific date within an accounting period then the entire obligation is recognised on that
date

•

the same recognition principles apply in the annual and interim financial statements.
IFRIC 21 has no material effect on the annual financial statements but affects the
allocation of the cost of certain property taxes between interim periods. The Group’s
past practice was to spread the cost of property taxes payable annually over the year,
resulting in the recognition of a prepayment at interim reporting dates. The application
of IFRIC 21 requires the Group to recognise the entire obligation as an expense at the
beginning of the reporting period, which is the date specified in the relevant legislation.

IFRIC 21 has been applied retrospectively in accordance with its transitional provisions and
had no material effect on the consolidated financial statements for any period presented.
1.21.6 Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32)
These amendments clarify the application of certain offsetting criteria in IAS 32, including:
•

the meaning of ‘currently has a legally enforceable right of set-off’

•

that some gross settlement mechanisms may be considered equivalent to net settlement.

The amendments have been applied retrospectively in accordance with their transitional
provisions. As the Group does not currently present any of its financial assets and financial
liabilities on a net basis using the provisions of IAS 32, these amendments had no material
effect on the consolidated financial statements for any period presented.
1.21.7 Recoverable Amount Disclosures for Non-Financial Assets (Amendments to IAS 36)
These amendments clarify that an entity is required to disclose the recoverable amount of an
asset (or cash generating unit) whenever an impairment loss has been recognised or reversed in
the period. In addition, they introduce several new disclosures required to be made when the
recoverable amount of impaired assets is based on fair value less costs of disposal, including:
•

additional information about fair value measurement including the applicable level of
the fair value hierarchy, and a description of any valuation techniques used and key
assumptions made

•

the discount rates used if fair value less costs of disposal is measured using a present
value technique.

The amendments have been applied retrospectively in accordance with their transitional
provisions.
1.22 Standards in issue, not yet effective
At the date of authorisation of these financial statements, certain new standards, and amendments to
existing standards have been published by the IASB that are not yet effective, and have not been
adopted early by the Group. Information on those expected to be relevant to the Group’s financial
statements is provided below.
Management anticipates that all relevant pronouncements will be adopted in the Group’s accounting
policies for the first period beginning after the effective date of the pronouncement. New standards,
interpretations and amendments not either adopted or listed below are not expected to have a material
impact on the Group’s financial statements.
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1.22.1 IFRS 9 ‘Financial Instruments’ (2014)
The IASB recently released IFRS 9 ‘Financial Instruments’ (2014), representing the
completion of its project to replace IAS 39 ‘Financial Instruments: Recognition and
Measurement.’ The new standard introduces extensive changes to IAS 39’s guidance on the
classification and measurement of financial assets and introduces a new ‘expected credit loss’
model for the impairment of financial assets. IFRS 9 also provides new guidance on the
application of hedge accounting.
The Group’s management have yet to assess the impact of IFRS 9 on these consolidated
financial statements. The new standard is required to be applied for annual reporting periods
beginning on or after 1 January 2018.
1.22.2 IFRS 15 ‘Revenue from Contracts with Customers’
IFRS 15 presents new requirements for the recognition of revenue, replacing IAS 18
‘Revenue’, IAS 11 ‘Construction Contracts,’ and several revenue-related Interpretations. The
new standard establishes a control-based revenue recognition model and provides additional
guidance in many areas not covered in detail under existing IFRSs, including how to account
for arrangements with multiple performance obligations, variable pricing, customer refund
rights, supplier repurchase options, and other common complexities. IFRS 15 is effective for
reporting periods beginning on or after 1 January 2017. The Group’s management have not yet
assessed the impact of IFRS 15 on these consolidated financial statements.
1.22.3 Amendments to IFRS 11 Joint Arrangements
These amendments provide guidance on the accounting for acquisitions of interests in joint
operations constituting a business. The amendments require all such transactions to be
accounted for using the principles on business combinations accounting in IFRS 3 ‘Business
Combinations’ and other IFRSs except where those principles conflict with IFRS 11.
Acquisitions of interests in joint ventures are not impacted by this new guidance.
The amendments are effective for reporting periods beginning on or after 1 January 2016. The
Group’s management have yet to assess the impact of IFRS 11 on these consolidated financial
statements.
1.23 Restatements
The Group has restated the Consolidated Statement of Cashflows for the year ended 31 December
2013. The non-interest bearing loan from William Hill is now reflected in financing activities rather
than investing activities. This has revised net cash from investing activities in 2013 to €58,369,000
from the previously stated €66,389,000 and net cash from financing activities to €(38,049,000) from
the previously stated €(46,069,000).
The Group has restated the Consolidated Income statement to reflect income from customers
previously netted-off with cost of sales, the impact of which is shown in the table below:
Year ended 31 December 2013

Original
€000’s

Revenue
Cost of sales

168,407
(65,776)
––––––––
102,631

Contribution

––––––––

130

Restatements
€000’s
1,552
(1,552)
––––––––
–

––––––––

Restated
€000’s
169,969
(67,328)
––––––––
102,631

––––––––

2.

SEGMENTAL REPORTING

Management follows one business line with two operating segments, being Sports and Gaming segmenting
the revenues. These operating segments are monitored and strategic decisions are made on the basis of
overall operating results.
Management also monitors revenue by geographic location of its customers, monitoring performance in
Europe and Latin America.
2.1

Geographical Analysis
The Group’s revenues and other income from external customers are divided into the following
geographic areas:

Europe
Latin America and Emerging Markets
Total

2014
€000’s

2013
€000’s

197,442
27,359
––––––––
224,801

148,010
21,949
––––––––
169,959

––––––––

––––––––

The total non-current assets (other than financial instruments, investments accounted for using the
equity method, deferred tax assets and post-employment benefit assets) located in Europe is
€148,454,000 (2013: €146,381,000) and the total located in other regions is €10,754,000 (2013:
€8,387,000).
2.2

Reporting by Segment
The total deferred tax asset located in Europe is €nil (2013: €nil). There are no deferred tax assets in
other regions.
Revenues from external customers in the Group’s domicile, Europe, as well as its major markets,
Europe and Latin America, have been identified on the basis of the customer’s geographical location.
Non-current assets are allocated based on their physical location.
Notes
STATEMENT OF REVENUE
Sports wagers
Sports margin
Gross margin
Sports NGR
Gaming NGR

Revenue recognised by GVC
Revenue recognised by B2B partners (up until
19 March 2013)
Proforma Revenue

2014
€000’s

2013
€000’s

1,463,523
9.8%
143,544
110,199
114,602
––––––––
224,801
––––––––
224,801

1,169,505
9.6%
112,081
90,823
91,302
––––––––
182,125
––––––––
169,959

–
––––––––
224,801

12,166
––––––––
182,125

––––––––
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Notes
SEGMENTAL REPORTING
Net Gaming Revenue
Variable costs
Contribution
Contribution margin
Proforma contribution margin
Other operating costs
Personnel expenditure
Professional fees
Technology costs
Office, travel and other costs
Third party service costs
Foreign exchange differences

2014
€000’s

2013
€000’s

224,801
(101,513)
––––––––
123,288
55%
55%

169,959
(67,328)
––––––––
102,631
60%
57%

(43,055)
(4,489)
(20,991)
(5,248)
(3)
(340)
––––––––
49,162
–
(736)
(1,593)
––––––––
46,833
(3,912)
16
(869)
(67)
(710)
––––––––
41,291
(728)
––––––––
40,563

(32,507)
(2,523)
(19,795)
(5,146)
(2,427)
(1,934)
––––––––
38,299
(19,711)
(730)
–
––––––––
17,858
(3,740)
627
(11)
(43)
(1,677)
––––––––
13,014
(711)
––––––––
12,303

3

Clean EBITDA
Exceptional items
Share option charges
Effect of valuing the Betit put option

3
3
9

EBITDA
Depreciation and amortisation
Financial income
Financial expense
Finance lease interest
Unwinding of discount on deferred consideration

3
4
4
4
4

Profit before tax
Taxation

5

Profit after tax from continuing operations
NET ASSETS
Non-current assets
Current assets
Current liabilities
Net current (liabilities)/assets
Non-current liabilities
Net assets

––––––––

––––––––

159,208
––––––––
49,498
(50,446)
––––––––
(948)
––––––––
(8,802)
––––––––
149,458

154,768
––––––––
44,570
(44,291)
––––––––
279
––––––––
(13,951)
––––––––
141,096

––––––––

––––––––

––––––––

––––––––

208,706
––––––––
(59,248)

Total assets
Total liabilities
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199,338
––––––––
(58,242)

2.3

Performance Summary by six month period
€000’s
Revenue
H2-2014
H1-2014

119,735
105,066
––––––––
224,801

FY-2014
H2-2013
H1-2013

96,777
73,182
––––––––

FY-2013

169,959

––––––––

Contribution
H2-2014
H1-2014

66,566
56,722
––––––––
123,288

FY-2014
H2-2013
H1-2013

57,081
45,550
––––––––

FY-2013

102,631

––––––––

Clean EBITDA
H2-2014
H1-2014

26,808
22,354
––––––––
49,162

FY-2014
H2-2013
H1-2013

20,499
17,800
––––––––

FY-2013

3.

Total
€000’s

38,299

––––––––

OPERATING COSTS
Notes

Wages and salaries, including Directors (excluding incentive schemes)
Incentive schemes, including Directors
Amounts paid to long term contractors
Compulsory social security contributions
Compulsory pension contributions
Health and other benefits
Recruitment and training
Personnel expenditure (excluding share option charges)
Professional fees
Technology costs
Office, travel and other costs
Third party service costs*
Foreign exchange differences
Other operating costs
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2014
€000’s

2013
€000’s

21,744
13,865
3,270
2,137
627
758
654
––––––––
43,055
4,489
20,991
5,251
–
340
––––––––
74,126
––––––––

18,227
6,549
3,763
1,794
751
701
722
––––––––
32,507
2,523
19,795
5,146
2,427
1,934
––––––––
64,332
––––––––

Notes
Equity settled share option charges
Cash settled share option charges
Exceptional items
Effect of valuing the Betit put option
Depreciation
Amortisation

*

3.1

3.1
9
7
8

2014
€000’s

2013
€000’s

552
184
–
1,593
675
3,237
––––––––
80,367

730
–
19,711
–
504
3,236
––––––––
88,513

–––––––– ––––––––

provided to Betboo by external providers

Exceptional Items
The Group incurred expenditure on exceptional items (as defined in accounting policy note 1.13) of
€nil (2013: €19,711,000). These are items which are both exceptional in size and nature.
Notes

2014
€000’s

2013
€000’s

Costs arising on the acquisition of Sportingbet PLC
– Legal advice
– Nominated advisors
– Reporting accountants
– Other professional fees

a
a
a
a

Total of professional fees
– Underwriting
– Stamp duty and stock exchange fees
– Transaction success bonuses

a
a
a

–
–
–
–
––––––––
–
–
–
–
––––––––
–
––––––––
–
–
––––––––
–
––––––––

3,428
1,210
938
822
––––––––
6,398
810
639
1,444
––––––––
9,291
––––––––
9,017
2,855
––––––––
11,872
––––––––

–
––––––––
–

(1,452)
––––––––
19,711

Transaction costs
Redundancies, retentions and similar
Contract buyouts

a
a

Restructuring costs
Economic benefit from the management of the Sportingbet
Spanish business

b

–––––––– ––––––––

Notes:
a.

On 19 March 2013, the Group completed the acquisition of Sportingbet PLC. Professional fees attributable to the
acquisition and subsequent costs restructuring the Sportingbet business were treated as exceptional items. Professional
fees associated with the acquisition and incurred by Sportingbet amounted to €7,847,000. These were included in the
acquisition balance sheet as liabilities.

b.

As part of the Group’s acquisition of Sportingbet PLC, a call option was granted to William Hill PLC over certain assets
of Sportingbet’s Spanish business. The call option assets were:
(i)

the Spread Your Wings Spain PLC (“SYWS”) Customer List;

(ii) the SYWS Customer Balances;
(iii) the entire issued share capital of SYWS; and
(iv) the entire issued share capital of Asesores en Tecnología y Diseño, S.L. (“ATD”).
William Hill exercised the call option over all of the call option assets, as a result the Group was entitled to receive the
economic benefit of the assets until 16 September 2013. The Group did not consider that it exercised control over the
Spanish business in the prior period and its results were therefore not consolidated. The benefit to the Group arising from
the management fee earned in the prior period was shown as exceptional income.
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3.2

Employees
The average monthly number of persons (including Directors) employed by the Group during the year
was:

Number of personnel
With employment contracts or service contracts
Contractors

2014

2013

507
42
–––––––
549

556
49
–––––––
605

2014
€000’s

2013
€000’s

––––––– –––––––
4.

FINANCIAL INCOME AND EXPENSE

Discount arising on drawdown of non-interest bearing loan (see note 14)
Unwinding of discount on non-interest bearing loan (see note 14)
Net discount on non-interest bearing loan
Financial income – interest income

–
–
–––––––
–
16
–––––––
16

780
(186)
–––––––
594
33
–––––––
627

(238)
(67)
(710)
(627)
(4)
–––––––
(1,646)

–
(43)
(1,677)
–
(11)
–––––––
(1,731)

––––––– –––––––
Financial expense – interest payable
– Unwinding of discount on non-interest bearing loan (see note 14)
– Finance lease interest (see note 16)
– Unwinding of discount on Betboo deferred consideration (see note 10)
– Foreign exchange revaluation
– Other expense

––––––– –––––––
4.1

Foreign exchange differences
On 1 January 2014 the functional currency of certain foreign operations was changed from GBP to
EURO in order to reflect the primary economic environment where cash is generated and expensed.
During 2013, due to a number of subsidiaries having a different functional currency to the group
presentational currency, exchange difference of €359,000 were recognised in other comprehensive
income. Due to the change in these functional currencies to Euros in 2014 no retranslation differences
arose.
The foreign exchange differences above arose as follows:
2014
€000’s
Retranslation of the William Hill non-interest bearing loan
Retranslation of amounts due in respect of finance leases

(467)
(160)
–––––––
(627)

–––––––
5.

TAXATION

Current tax for the current and prior periods is classified as a current liability to the extent that it is unpaid.
Amounts paid in excess of amounts owed are classified as a current asset. There is a current tax liability from
continuing operations of €728k (net of tax receivable amounts) at 31 December 2014 (2013: Current tax
liability from continuing operations of €711k (net of tax receivable amounts)).
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2014
€000’s
Current tax expense
Current year
Prior year
Deferred tax
Origination and reversal of temporary differences
Total income tax expense in income statement

2013
€000’s

840
(112)
–––––––
728

524
104
–––––––
628

–
–––––––
728

83
–––––––
711

––––––– –––––––

The tax for the year is different from that which would result from applying the standard rate of Corporation
Tax in the UK of 21.5% (2013: 23.25%)*. A reconciliation is shown below:
Profit before tax
Income tax using the domestic corporation tax rate
Effect of tax rates in foreign jurisdictions (rates decreased)
Expenses not deductible for tax purposes
Utilisation of tax losses
Tax losses for which no deferred tax assets have been recognised
Adjustment in respect of prior years – corporation tax
Adjustment in respect of prior years – deferred tax
Capital allowances for the period in excess of depreciation

*

5.1

41,291
8,878
(8,430)
36
(261)
1,693
(112)
–
(1,076)
–––––––
728

13,014
3,025
(3,603)
(293)
(265)
1,666
104
83
(6)
–––––––
711

––––––– –––––––

From 1 April 2014 the UK Corporation Tax rate changed from 23% to 21%.

Taxation Amounts Recognised in the Balance Sheet
Current Tax
Payable Receivable
€000’s
€000’s
Balances at 1 January 2013
(1,185)
Paid/(received) during the year
ended 31 December 2013
1,268
(Charge)/credit acquired on acquisition (820)
Credit/(charge) in income statement
for prior years
7
(Charge)/credit in income statement
for the year ended 31 December
2013
(1,992)
––––––––
Balances at 31 December 2013
(2,722)

Deferred Tax
Asset
Liability
€000’s
€000’s

Total
€000’s

943

83

–

(159)

(832)
409

–
–

–
–

436
(411)

(111)

(83)

–

(187)

–
––––––––
–

(524)
––––––––
(845)

1,468
––––––––
1,877

–
––––––––
–

–––––––– –––––––– –––––––– –––––––– ––––––––
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Current Tax
Payable Receivable
€000’s
€000’s
Balances at 1 January 2014
Paid/(received) during the year
ended 31 December 2014
Credit/(charge) in income statement
for prior years
(Charge)/credit in income statement
for the year ended 31 December
2014
Balances at 31 December 2014

Deferred Tax
Asset
Liability
€000’s
€000’s

Total
€000’s

(2,722)

1,877

–

–

(845)

1,740

(1,256)

–

–

484

–

112

112

(4,144)
––––––––
(5,014)

–

3,304
––––––––
3,925

–
––––––––
–

–
––––––––
–

(840)
––––––––
(1,089)

–––––––– –––––––– –––––––– –––––––– ––––––––

Tax reclaimable represents a portion of the tax paid by Maltese entities in the Group which is
refundable by the Maltese tax authorities to the parent company shortly after the submission of the
audited accounts and tax computation for the company the tax is payable in.
Unrelieved trading tax losses remain available to offset against future trading profits of approximately
€34.7 million (2013: €28.7 million).
6.

EARNINGS PER SHARE

6.1

Basic Earnings Per Share and Basic Earnings Per Share Before Exceptional Items
Basic earnings per share has been calculated by taking the profit attributable to ordinary shareholders
and dividing by the weighted average number of shares in issue. Basic earnings per share from
continuing operations before exceptional items has been calculated by taking the profit attributable to
ordinary shareholders and adding back the cost of exceptional items in the year and dividing by the
weighted average number of shares in issue.

Profit for the year attributable to ordinary shareholders
Weighted average number of shares

2013

40,563,268
––––––––––
61,099,894

12,303,000
––––––––––
54,586,391

0.664

0.225

–
––––––––––

19,711,000
––––––––––

40,563,268
0.664

32,014,000
0.586

–––––––––– ––––––––––

Basic earnings per share (in €)
Exceptional items
Profit for the year attributable to ordinary shareholders before
exceptional items
Basic earnings per share before exceptional items (in €)
6.2

2014

–––––––––– ––––––––––

Diluted Earnings Per Share and Diluted Earnings Per Share Before Exceptional Items
Diluted earnings per share has been calculated by taking the profit attributable to ordinary
shareholders and dividing by the weighted average number of shares in issue as diluted by share
options. Diluted earnings per share from continuing operations before exceptional items has been
calculated by taking the profit attributable to ordinary shareholders and adding back the cost of
exceptional items and dividing by the weighted average number of shares in issue, as diluted by share
options.
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Profit for the year attributable to ordinary shareholders
Weighted average number of shares
Effect of dilutive share options
Weighted average number of dilutive shares
Diluted earnings per share (in €)
Exceptional items
Profit for the year attributable to ordinary shareholders before
exceptional items
Diluted earnings per share before exceptional items (in €)
7.

2014

2013

40,563,268
––––––––––
61,099,894
5,010,290
66,110,184
––––––––––
0.614

12,303,000
––––––––––
54,586,391
1,419,914
56,006,305
––––––––––
0.220

–

19,711,000

40,563,268
0.614

32,014,000
0.572

–––––––––– ––––––––––
–––––––––– ––––––––––

PROPERTY, PLANT AND EQUIPMENT

Cost
At 1 January 2013
Additions
Acquisitions – Sportingbet PLC
Acquisitions – Gomifer S.A.
At 1 January 2014
Additions
At 31 December 2014
Depreciation
At 1 January 2013
Depreciation charge for the year
Acquisitions – Sportingbet PLC
Acquisitions – Gomifer S.A.
Exchange differences
At 1 January 2014
Depreciation charge for the year
At 31 December 2014
Net Book Value
At 31 December 2013
At 31 December 2014

Leased
Plant and
Equipment
€000’s

Owned
Plant and
Equipment
€000’s

Total
Plant and
Equipment
€000’s

Fixtures
and
Fittings
€000’s

Total
€000’s

–
543
–
–
––––––––
543
101
––––––––
644

750
37
347
63
––––––––
1,197
487
––––––––
1,684

750
580
347
63
––––––––
1,740
588
––––––––
2,328

1,080
–
–
–
––––––––
1,080
316
––––––––
1,396

1,830
580
347
63
––––––––
2,820
904
––––––––
3,724

–
124
–
–
–
––––––––
124
198
––––––––
322

319
287
182
40
(1)
––––––––
827
321
––––––––
1,148

319
411
182
40
(1)
––––––––
951
519
––––––––
1,470

858
93
–
–
–
––––––––
951
156
––––––––
1,107

1,177
504
182
40
(1)
––––––––
1,902
675
––––––––
2,577

419
––––––––
322

370
––––––––
536

789
––––––––
858

129
––––––––
289

198
––––––––
1,147

–––––––– –––––––– –––––––– –––––––– ––––––––

–––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– ––––––––
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8.

INTANGIBLE ASSETS

Cost
At 1 January 2013
Additions
Acquisitions – Sportingbet PLC
Acquisitions – Gomifer S.A.
Exchange differences
At 1 January 2014
Additions
At 31 December 2014
Amortisation and Impairment
At 1 January 2013
Amortisation
Acquisitions – Sportingbet PLC
Acquisitions – Gomifer S.A.
Exchange differences
At 1 January 2014
Amortisation
At 31 December 2014
Net Book Value
At 31 December 2013
At 31 December 2014

Leased
Software
Licence
€000’s

Owned
Software
Licence
€000’s

Total
Software
Licence
€000’s

Goodwill
€000’s

TradeNonmarks &
contractual
Trade Consulting &
Customer
Name
Magazine Relationships
€000’s
€000’s
€000’s

–
827
–
–
–
–––––––
827
306
–––––––
1,133

17,380
4
5,601
17
7
–––––––
23,009
3,341
–––––––
26,350

17,380
831
5,601
17
7
–––––––
23,836
3,647
–––––––
27,483

81,946
–
84,221
–
–
–––––––
166,167
–
–––––––
166,167

16,119
–
946
–
–
–––––––
17,065
–
–––––––
17,065

4,919
–
–
–
–
–––––––
4,919
–
–––––––
4,919

1,704
–
675
–
–
–––––––
2,379
–
–––––––
2,379

–
243
–
–
–
–––––––
243
232
–––––––
475

16,162
2,203
645
6
1
–––––––
19,017
2,451
–––––––
21,468

16,162
2,446
645
6
1
–––––––
19,260
2,683
–––––––
21,943

33,274
–
–
–
–
–––––––
33,274
–
–––––––
33,274

782
313
–
–
–
–––––––
1,095
216
–––––––
1,311

4,919
–
–
–
–
–––––––
4,919
–
–––––––
4,919

1,491
56,628
477
3,236
–
645
–
6
–
1
––––––– –––––––
1,968
60,516
338
3,237
––––––– –––––––
2,306
63,753

584
–––––––
658

3,992
–––––––
4,882

4,576
–––––––
5,540

132,893
–––––––
132,893

15,970
–––––––
15,754

–
–––––––
–

411 153,850
––––––– –––––––
73 154,260

––––––– ––––––– ––––––– ––––––– –––––––

––––––– ––––––– ––––––– ––––––– –––––––
––––––– ––––––– ––––––– ––––––– –––––––

–––––––

–––––––
–––––––

Total
€000’s
122,068
831
91,443
17
7
–––––––
214,366
3,647
–––––––
218,013

––––––– –––––––

––––––– –––––––
––––––– –––––––

Certain intangible assets are deemed to have an indefinite useful life as there is no foreseeable limit to the
period over which the asset is expected to generate net cash inflows for the entity. The carrying amounts of
such assets at 31 December 2014 were as follows:

Trademarks & Trade Names
8.1

2014
€000’s

2013
€000’s

15,142

––––––––

––––––––

15,142

Amortisation
The amortisation for the year is recognised in the following line items in the income statement.

Net operating expenses
8.2

2014
€000’s

2013
€000’s

3,237

––––––––

––––––––

3,236

Impairment Tests for Cash-Generating Units Containing Goodwill and Trademarks
An Impairment Review of the Group’s goodwill was carried out for the year ended 31 December
2014. The goodwill relates to Betboo, CasinoClub and Sportingbet. The carrying values of the assets
were compared with the recoverable amounts, the recoverable amount was estimated based upon a
value in use calculation, based upon management forecasts for the years ending 31 December 2015
and up to 31 December 2019. The assumptions detailed below have been determined based on past
experience in this market which the Group’s management believes is the best available input for
forecasting this market.
Betboo
Significant growth is expected in the short-term reducing to 20% annual growth by 2017, a long-term
growth rate of 2% was used from 2019 to reflect the likely competitive pressures. A discount rate of
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35% was used, based on the internal rate of return of the Betboo acquisition. It was concluded that the
carrying value of the goodwill and trademarks was not impaired.
CasinoClub
A long-term growth rate of 2% was used to reflect the increasing competitive pressures from large
online gaming companies. A discount rate of 17.2% was used, based on company specific pre-tax
weighted average cost of capital. Having performed appropriate sensitivity analysis on the key
assumptions (including reducing the growth rate to nil and increasing the discount rate to 22%), it was
concluded that the carrying value of the goodwill and trademarks was not impaired.
Sportingbet
A long-term growth rate of 3% has been applied to reflect the likely competitive pressures from other
large online gaming companies. A discount rate of 20% was used and a sensitivity analysis carried out
including increasing the discount to 30%. It was concluded that the carrying value of the goodwill and
trademarks was not impaired.
The following units have significant carrying amounts of goodwill:

Betboo
CasinoClub
Sportingbet
Total Goodwill
9.

2014
€000’s

2013
€000’s

8,333
40,339
84,221
––––––––
132,893

8,333
40,339
84,221
––––––––
132,893

––––––––

––––––––

2014
€000’s

2013
€000’s

–
3,801
––––––––
3,801

–
–
––––––––
–

AVAILABLE FOR SALE FINANCIAL ASSET

At 1 January
Additions
At 31 December

––––––––

––––––––

On 14 May 2014, the Group acquired a 15% stake in Betit Holdings Limited (‘BHL’) from Betit Securities
Limited (‘BSL’). The consideration was for €3.5 million, which together with professional fees incurred at
the time amounted to a total upfront cost of €3.6 million augmented by the net impact of the accounting of
the option embedded in the contract – see below for explanation.
Where an entity holds, directly or indirectly through subsidiaries, less than 20 per cent of the voting power
of an investee, it is presumed that the entity does not have significant influence and therefore an investment
does not qualify as an associate unless such influence can be clearly demonstrated. Although the Group has
a Director on the Board of BHL and has influence through its shareholding over the payment of dividends
the Director does not participate in policy making decisions, and the entity is unlikely to be in a dividend
paying position over the lifetime of the investment. The Group does not believe there is evidence to rebut the
presumption it does not have significant influence over BHL and therefore the investment is not considered
to be an associate and has been accounted for as an available for sale asset.
The Group has a call option to acquire the balance of the outstanding shares. The call option can be exercised
no earlier than 1 July 2017 and no later than 30 September 2017, and would be subject to further MGA
clearance and the AIM Rules. The minimum call option price is €70 million, and the actual price would be
determined by the mix of revenues between regulated and non-regulated markets and certain multiples
attaching thereto which at our current multiple levels would lead to the transaction being accretive for
shareholders.
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If the Group decides not to exercise its call option BSL may require the Group to acquire its shares in BHL
at a price determined by the mix of revenues between regulated and non-regulated markets and certain
multiples thereof (but absent any floor on the price). Completion of this purchase would be subject to certain
conditions including the Group’s ability to raise the necessary financing. Should the Group not raise the
required financing, BSL may acquire the Group’s shares in BHL for nominal consideration.
The above options are required to be carried at fair value through profit or loss in accordance with IAS 39
and are grouped in level 3 of the fair value hierarchy. The Group engaged a third party valuations specialist
to value the options using a Monte Carlo valuation model based on the enterprise value for BHL and
modelling of the anticipated exercise price.
In valuing the underlying business of BHL, a discounted cashflow model was used, applying a long-term
growth rate of 2% to the Group’s forecasts at acquisition and a discount rate of 18% (based on comparison
to industry peers and observable inputs). Based on this model, the fair value of the put and call options at
inception was estimated to be €1.7 million liability, reflecting management’s estimate of a 15% probability
that the options will be effective.
The options have been recognised in the consolidated balance sheet within non-current liabilities, as part of
the initial investment transaction. The consideration for the investment of €3.6 million has been attributed to
both the available for sale asset and the option liability taken on. This increases the value of consideration
transferred in respect of the available for sale asset to €5.2 million, however, IAS 39 requires that financial
assets are recognised initially at fair value plus attributable costs, therefore an impairment of €1.6 million
has been recognised at inception. The carrying value of the asset at inception is therefore €3.8 million, and
there has been no significant change in the fair value of the asset or the options as of the year-end.
Both the available for sale asset and the options are required to be re-measured at fair value at each reporting
date. Changes in the fair value of the available for sale asset will be recognised in other comprehensive
income, except for impairment losses which are recognised through profit or loss and will be reported within
financing costs and therefore excluded from clean EBITDA.
10.

BETBOO DEFERRED CONSIDERATION
2014
€000’s

Balance at 1 January
Unwinding of discount charged to income statement
Payments made
Balance at 31 December

7,582
710
(4,339)
––––––––
3,953

––––––––

2013
€000’s
12,283
1,677
(6,378)
––––––––
7,582

––––––––

On 2 July 2009, the Group acquired the trade and assets of betboo.com, a leading South American internet
gaming operator, offering bingo, casino, poker and a sports betting product.
The terms of the acquisition were an initial payment of US$4 million (€2,840k) with the sellers able to earn
up to a further US$26 million depending on performance.
On 23 February 2011, the Group announced a change in the terms of the earn out. Under the new
arrangements:
•

From 1 July 2011 there will be 36 monthly payments of $156,944.

•

From 31 January 2012, there will be four annual payments equal to 25% of the Betboo NGR earned
in the previous fiscal year.

Management originally estimated the deferred consideration payable to be €8,963k, and the discount to be
€4,076k, resulting in the discounted value being €4,887k. The revised earn out results in total deferred
consideration increasing to €18,530k and the discount to €8,588k resulting in the new discounted value
being €9,942k.
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The fair values of the revised earn out has been estimated using cashflow projections for the 4 years to
31 December 2014, and discounted using the estimated weighted average cost of capital of 21%.
On 1 October 2013 the Betboo business migrated to the Sportingbet trading platform, the payments terms of
the earn-out changed from this date to the following.
•

Four consecutive monthly payments, with the first being in October 2013, of one quarter of
25 per cent of the Net Gaming Revenue for the period commencing 1 January 2013 and ending on
30 September 2013.

•

From 1 October 2013 there will be 9 monthly payments of €227,625 with the final payment in
June 2014.

•

An earn-out dependent on certain revenue shares with a floor of €200,000 per month for the
40 months ending 31 January 2017. There are also further earn-out payments that stretch to the
earlier of:

•

(a)

the date on which the total earn-outs reach €21,381,227

(b)

40 months after 31 January 2017

The total earn-out cap remains at €21,381,227

The above changes did not constitute a significant modification.
The fair values of the intangible assets acquired in the transaction and the impact of the revised earn-out are
as follows:
2014
€000’s
Acquisition price of Betboo
Initial consideration
Deferred consideration

2,840
18,541
––––––––
21,381
289
––––––––
21,670

Total consideration
Acquisition costs
Fair value

––––––––

The deferred consideration has been discounted to reflect its fair value at the date of acquisition. The effect
of this discount will be unwound over the period of the deferral with a charge to the income statement
contained within interest expense. The expected impact of this over the earn-out period is shown below:

Balance at 1 January
Fair value of deferred
consideration
Unwinding of discount
charged to income
statement
Payments made
Payments anticipated
Balance at 31 December

Prior periods
€000’s

2013
€000’s

2014
€000’s

2015
€000’s

2016
€000’s

Total
€000’s

–

12,283

7,582

3,953

1,606

–

9,942

–

–

–

–

9,942

6,147
(3,806)
–
––––––––
12,283

1,677
(6,378)
–
––––––––
7,582

710
(4,339)
–
––––––––
3,953

54
–
(2,400)
––––––––
1,606

11
–
(1,617)
––––––––
–

8,599
(14,524)
(4,017)
––––––––
–

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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Total payments to date and anticipated are as follows:
Total
€000’s
At acquisition
Up to 31 December 2014
Anticipated future payments

2,840
14,524
4,017
––––––––
21,381

Total (Cap = €21,381,227)
11.

––––––––

RECEIVABLES AND PREPAYMENTS

Balances with payment processors
Trade receivables
Other receivables
Loans and receivables
Prepayments

2014
€000’s

2013
€000’s

22,222
111
1,500
––––––––
23,833
3,772
––––––––
27,605

18,270
274
1,341
––––––––
19,885
3,694
––––––––
23,579

––––––––

––––––––

Payment processor balances described as receivables are funds held by third party collection agencies subject
to collection after one month, or balances used to make refunds to players.
Prepayments include payments as at 31 December 2014 for goods or services which will be consumed after
1 January 2014.
Payment processor debtor days (excluding retention balances):

On revenue per income statement:
Balance with payment processors (excluding retention balances)
Revenue
Debtor days (balances with payment processors/revenue x 365 days)
On pro-forma revenue:
Balance with payment processors (excluding retention balances)
Pro-forma revenue
Debtor days (balances with payment processors/revenue x 365 days)

2014
€000’s

2013
€000’s

18,359
224,801
30 days
––––––––

15,270
169,959
33 days
––––––––

18,359
224,801
30 days

15,270
182,125
31 days

––––––––

––––––––

Retention balances relate to amounts held with payment processors required as security and do not relate to
customer funds. Retentions amounted to €3,863,000 at 31 December 2014 (31 December 2013: €3,000,000).
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12.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents
Bank balances
Held in the following currencies
(in Euro equivalents at the balance sheet date):
Euro
US Dollars
British Pounds
Danish Kroner
Other

Balances with customers:
– Restricted cash subject to regulator constraints
Balances with customers
Own funds

13.

2014
€000’s

2013
€000’s

––––––––

17,829

––––––––

14,437
4
1,054
1,055
1,279
––––––––
17,829

6,587
752
8,428
1,531
1,510
––––––––
18,808

––––––––

––––––––

3,506
––––––––
3,506
14,323
––––––––
17,829

13,298
––––––––
13,298
5,510
––––––––
18,808

––––––––

––––––––

2014
€000’s

2013
€000’s

12,166
184
14,611
––––––––
26,961

9,586
–
11,044
––––––––
20,630

TRADE AND OTHER PAYABLES

Other trade payables
Cash settled share option liability (refer to note 19)
Accruals

––––––––

14.

18,808

––––––––

NON-INTEREST BEARING LOAN

As part of the Group’s acquisition of Sportingbet PLC, a credit facility was made available to the Group by
William Hill PLC. At 31 December 2014 the Group had drawn down €5,867,084 (£4,590,832) (2013:
€8,255,619 (£6,861,956)) of this facility. The loan was revalued at the 31 December exchange rate of 1.28.
IAS 39 Financial Instruments: Recognition and Measurement, states that all financial liabilities should
initially be measured at their fair value and subsequently measured at amortised cost using the effective
interest rate method. The loan has therefore been discounted at a rate of 4% and will be unwound over the
period of the loan.
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The facility is repayable in three instalments and should GVC declare dividends in excess of 58 €cents per
share, William Hill is entitled to receive an accelerated repayment equal to the excess of the actual dividend
over 58 €cents per share. The instalments as well as the impact of the discount are shown below:
Amount in Euros
Base
Currency
£000’s
Loan balance at 1 January 2014
Repayment of first instalment
Revaluation at 31 December 2014
exchange rate

(i) the second instalment by no later than
31 December 2015; and
(ii) by no later than 30 June 2016, the
balance of the facility

Total
€000’s

6,862
(2,271)

Noncurrent
liabilities
€000’s

2,933

–

8,256
(2,856)

–
––––––––
4,591
––––––––

467
––––––––
5,867
––––––––

2,295

2,933

2,296
––––––––
Loan balance before discount
4,591
Discount on recognition of the loan
–
Unwinding of discount at 31 December 2014
–
––––––––
Loan balance at 31 December 2014
–
Future discount
–
––––––––
4,591

2,934
––––––––
5,867
(780)
424
––––––––
5,511
356
––––––––
5,867

––––––––

15.

Current
liabilities
€000’s

–
––––––––
2,933
(623)
424
––––––––
2,734
237
––––––––
2,971

––––––––

––––––––

––––––––

2014
€000’s

2013
€000’s

–
695
643
––––––––
1,338

2,264
1,402
516
––––––––
4,182

OTHER TAXATION PAYABLE

Employment related tax liabilities associated with Sportingbet
Social security
Betting taxes

––––––––

16.

2,934
––––––––
2,934
(157)
–
––––––––
2,777
119
––––––––
2,896

––––––––

COMMITMENTS UNDER OPERATING AND FINANCE LEASES

16.1 Finance Leases
The Group in the year entered into a finance lease for the purchase of computer hardware and software
together with support services for these, commencing in June 2014 in addition to the lease taken out
in June 2013. As at 31 December 2014 the life outstanding on the 2013 lease was 1 years and 5 months
and the 2014 lease was 2 years.
Future minimum lease payments under finance leases at 31 December were:
31 December 2014

Within 1 year
€000’s

Lease payments
Finance charges

1,393
(31)
––––––––
1,362

Net present values

––––––––
145

1 to 5 years
€000’s
334
(7)
––––––––
327

––––––––

Total
€000’s
1,727
(38)
––––––––
1,689

––––––––

31 December 2013

Within 1 year
€000’s

Lease payments
Finance charges

976
(31)
––––––––
945

Net present values

Date lease taken out
June 2013
June 2014

––––––––

Amount of
finance
provided
€000’s

Balance at
31 December
2014
€000’s

2,123
605
––––––––
2,728

1,303
386
––––––––
1,689

––––––––

1 to 5 years
€000’s
1,264
(43)
––––––––
1,221

––––––––

Total
€000’s
2,240
(74)
––––––––
2,166

––––––––

Expiry
date

Borrowing
rate

June 2016
Sept 2015

8.5%
5.5%

––––––––

16.2 Operating Leases
The Group leases various offices under non-cancellable operating leases. The leases have varying
terms, escalation clauses and renewal rights.
The future minimum lease payments under non-cancellable leases are as follows:

No later than one year
Later than one year and no later than five years

2014
€000’s

2013
€000’s

1,300
1,725
––––––––
3,025

2,030
1,440
––––––––
3,470

––––––––
17.

––––––––

SHARE CAPITAL AND RESERVES

17.1 Share Capital
On 21 May 2010 shareholders of Gaming VC Holdings S.A., approved a redomiciliation to The Isle
of Man which resulted, pari passu, in shareholders receiving shares with a nominal value of €0.01 in
GVC Holdings PLC. As a result of this transaction, GVC Holdings PLC acquired all the assets and
liabilities of Gaming VC Holdings S.A. Arising from this transaction was the creation of a Merger
Reserve. The various transfers into this reserve are shown in the Consolidated Statement of Changes
in Equity, see page 116.
The authorised and issued share capital is:

Authorised
Ordinary shares of €0.01 each
At 31 December – 80,000,000 shares (2013: 80,000,000 shares)
Issued, Called Up and Fully Paid
At 31 December – 61,276,480 shares (2013: 60,906,760 shares)
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2014
€000’s

2013
€000’s

800
––––––––

800
––––––––

613

––––––––

––––––––

609

The issued share capital history is shown below:

Balance at 1 January
Shares issued on initial listing
in 2004
Share options exercised by
employees
– at £1.00
– at £1.26
– at £1.29
– at £0.01
Share options exercised by third
parties
– at £2.36
Issue of shares for acquisition
Balance at 31 December

2004 to 2011

2012

2013

2014

–

31,469,095

31,592,172

60,906,760

31,135,762

–

–

–

233,333
100,000
–
–

–
–
123,077
–

–
165,000
31,513
100,000

26,667
–
–
–

–
–
––––––––––
31,469,095

–
–
––––––––––
31,592,172

–
29,018,075
––––––––––
60,906,760

343,053
–
––––––––––
61,276,480

–––––––––– –––––––––– –––––––––– ––––––––––

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company. However, should the Company not be
satisfied as to the true identity of the shareholders it can suspend the entitlement of those shareholders
to a) vote at general meetings of the Company; and/or b) to receive dividends.
17.2 Reserves
Share
Capital
€000’s

Share
Premium
€000’s

609
–
–
–
4
–––––––
At 31 December 2014
613

84,530
–
–
–
850
–––––––
85,380

At 1 January 2014
Result for the year
Dividends paid
Share option charge
Share options exercised

Merger Translation
Reserve
Reserve
€000’s
€000’s
40,407
–
–
–
–
–––––––
40,407

359
–
–
–
–
–––––––
359

Retained
Earnings
€000’s

Total
€000’s

15,191
40,563
(33,607)
552
–
–––––––
22,699

141,096
40,563
(33,607)
552
854
–––––––
149,458

––––––– ––––––– ––––––– ––––––– ––––––– –––––––

The ‘Merger reserve’ arose on the re-domiciliation of the Group from Luxembourg to The Isle of
Man. It consists of the pre-redomiciliation reserves of the Luxembourg company plus the difference
in the issued share capital (31,135,762 share at €0.01 versus 31,135,762 shares at €1.24).
Capital comprises total equity. The Group’s capital management objectives are to ensure its ability to
continue as a going concern and to provide an adequate return to shareholders and benefits to other
stakeholders by pricing services commensurately with the level of risk, and maintaining an optimal
capital structure to reduce the cost of capital. The Group’s objective is to pay around 75% of its net
operating cashflows to shareholders by way of dividends.
In order to maintain or adjust the capital structure, the Company may issue new shares, return capital
to shareholders, limit the amount of dividends paid, or sell assets.
Total equity employed at 31 December 2014 was €149.5 million (2013: €141.1 million).
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18.

DIVIDENDS

The dividend history from 2007 together with the dividend proposed by the Directors and paid after the
balance sheet date, but up to the date on which these financial statements were approved are shown below:
Per
share €c

Per
share £p

Shares in
issue

Amount €

Amount £

01-May-07
01-Oct-07

19.30
20.00
–––––––

13.0000 31,135,762
13.9000 31,135,762

6,009,202
6,227,152

4,047,649
4,327,871

01-May-08
01-Oct-08

20.00
20.00
–––––––

15.9000 31,135,762
15.8300 31,135,762

6,227,152
6,227,152

4,950,586
4,928,791

01-May-09
01-Oct-09

20.00
20.00
–––––––

17.7700 31,135,762
18.2600 31,135,762

6,227,152
6,227,152

5,532,825
5,685,390

01-Jun-10
28-Sep-10

50.00
10.00
–––––––

28-Mar-11
29-Sep-11

10.00
10.00
–––––––

25-May-12
19-Sep-12

11.00
15.00
–––––––

25-Jan-13
01-Jul-13
25-Sep-13

7.00
10.50
10.50
–––––––

Date declared

39.3

40.0

40.0
41.9600 31,135,762 15,567,881 13,064,566
8.7700 31,135,762 3,113,576 2,730,606
60.0
8.8400 31,469,095
8.6600 31,469,095

3,146,910
3,146,910

2,781,868
2,725,224

8.7835 31,592,172
12.0900 31,592,172

3,475,139
4,738,826

2,774,898
3,819,494

5.8950 31,592,172
9.0658 60,748,427
8.8161 60,848,427

2,211,452
6,378,585
6,389,085

1,862,359
5,507,331
5,364,458

9.5000
9.4340
3.6910
9.8700
9.7900
1.9600

7,004,277
7,004,277
2,740,804
7,659,560
7,659,560
1,531,912

5,786,142
5,745,944
2,248,069
6,047,989
5,998,967
1,201,019

20.0

26.0

28.0
09-Jan-14
09-Apr-14
09-Apr-14
15-Jul-14
22-Sep-14
22-Sep-14

11.50
11.50
4.50
12.50
12.50
2.50
–––––––

60,906,760
60,906,760
60,906,760
61,276,480
61,276,480
61,276,480

55.0
15-Jan-15

12.50
–––––––
332.30

9.6000 61,276,480 7,004,277 5,882,542
––––––––
–––––––––– ––––––––––
270.9687
132,922,270 108,851,466

–––––––

––––––––

–––––––––– ––––––––––

On 20 March 2015, the Directors proposed a final quarterly dividend of 14.0 €cents augmented by a special
dividend of 1.5 €cents, to be payable on 6 May 2015 subject to shareholder approval at the Annual General
Meeting on 5 May 2015.
19.

SHARE OPTION SCHEMES

The Group has the following share options schemes for which options remained outstanding at the year end:
(a)

a scheme was approved by shareholders on 21 May 2010 (the “21 May 2010 scheme”) under which
1,600,000 share options remain outstanding. A further grant of options under the scheme to three
directors was approved by shareholders on 16 November 2011 (“16 November 2011 scheme”). A total
of 1,600,000 shares under this scheme were granted on 28 January 2012 at an exercise price of
154.79p. These options are fully vested.
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(b)

options were granted to third parties on 16 January 2013, 01 February 2013 and 28 February 2013 as
part of the Sportingbet PLC acquisition following underwriting commitments made at the time.
The awards vested on the grant date and the options have the exercise price reduced by the value of
any dividends declared up to the point of exercise. Of the 500,000 granted, 343,054 were exercised
during the year.

(c)

a further grant of options to Directors and employees under the existing and already approved LTIP
was made on 2 June 2014 under which 3,450,000 share options remain outstanding.

Under the terms of the share option plans the Group can allocate up to 16.8% of the issued share capital
(page 345, paragraph ‘overall limit’ of the prospectus published in January 2013) although it must take
allowance of the 752,923 shares in issue as a consequence of the exercise of share options.
The following options to purchase €0.01 ordinary shares in the Company were granted, exercised, lapsed or
existing at the year end.

Date of Grant

Exercise
Price

12 Dec 2008
21 May 2010
28 Jan 2012
16 Jan 2013
01 Feb 2013
28 Feb 2013
02 Jun 2014

126p
213p
154.79p
233.5p
233.5p
233.5p
1p

Total all schemes

Existing at
1 January
2014

Granted
in the
year

Bought
out in
the year

Exercised
in the
year

Existing Exercisable
at 31
at 31
December December
2014
2014

26,667
–
–
(26,667)
–
–
1,675,000
–
(75,000)
– 1,600,000 1,600,000
1,600,000
–
–
– 1,600,000 1,600,000
166,666
–
–
(166,666)
–
–
166,667
–
–
(166,667)
–
–
166,667
–
–
(9,720)
156,947
156,947
– 3,450,000
–
– 3,450,000
–
––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––
3,801,667 3,450,000
(75,000) (369,720) 6,806,947 3,356,947

Vesting
criteria
Note a
Note b
Note c
Note d
Note d
Note d
Note e

––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––

The existing share options at 31 December 2014 are held by the following employees:
Option price
Grant date

213p
21-May-10

154.9p
28-Jan-12

233.5p
28-Feb-13

1p
02-Jun-14

Total

Kenneth Alexander
Richard Cooper
Lee Feldman (note f)
Third parties
Employees

800,000
400,000
400,000
–
–
–––––––––
1,600,000

800,000
400,000
400,000
–
–
–––––––––
1,600,000

–
–
–
156,947
–
–––––––––
156,947

1,400,000
700,000
350,000
–
1,000,000
–––––––––
3,450,000

3,000,000
1,500,000
1,150,000
156,947
1,000,000
–––––––––
6,806,947

Notes:

––––––––– ––––––––– ––––––––– ––––––––– –––––––––

(a) These awards were granted under the original scheme, on the first anniversary of the grant date, 25% of the option vests.
Thereafter, the balance of the option vests over three years, at 1/36th per month.
(b) These options were granted under the 2010 scheme, it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse.
(c) These options were granted under the 2010 scheme, it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse.
(d) These options were granted to third parties as part of the Sportingbet PLC acquisition following underwriting commitments made
at the time. The awards vested on the grant date and the options have the exercise price reduced by the value of any dividends
declared up to the point of exercise.
(e) These options were granted to certain Directors and employees. The awards will vest in full (and become exercisable) on the
share price being equal to or exceeding £6.00 per share for a continuous period of 90 calendar days at any time from the date of
grant. If there is a change of control, the awards will vest in full immediately unless the share price is less than £5.00 per share,
in which case the Awards will lapse in full. The awards have been treated as vesting over a 3 year period.
(f)

These awards were issued on the same basis as the awards in Note e but were awarded as cash settled rather than equity settled
options.
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The charge to the consolidated income statement in respect of these options (excluding bought out options)
in 2014 was €736,000 (2013: €736,000) and a credit to the income statement of €nil (2013: €6,000) in
respect of the bought out options. Of the 2014 charge €552,000 related to equity settled options and €184,000
to cash settled options.
19.1 Weighted Average Exercise Price of Options
The number and weighted average exercise prices of share options is as follows:
Weighted
average
exercise
price
2014
Outstanding at the beginning of the year
Granted during the year
Exercised during the year
Bought out in the year
Outstanding at the end of the year

Number of
options
2014

191p
1p
184p
213p
––––––
94p
––––––

3,801,667
3,450,000
(369,720)
(75,000)
–––––––––
6,806,947
–––––––––
3,356,947

Exercisable at the end of the year

Weighted
average
exercise
price
2013
171p
233.5p
84p
10p
––––––
191p
––––––

–––––––––

Number of
options
2013
3,698,180
500,000
(296,513)
(100,000)
–––––––––
3,801,667
–––––––––
3,135,000

–––––––––

The options outstanding at 31 December 2014 have a weighted average contractual life of 5.9 years
(2013: 4.7 years).
19.2 Valuation of Options
The fair value of services received in return for share options granted were measured by reference to
the fair value of share options granted. With the exception of the options granted in 2014 the estimate
of the fair value of the services received is measured on a Binomial valuation model. The contractual
life of the option (10 years) is used as an input into this model. Expectations of early exercise are
incorporated into the Binomial model. The option exercise price for all individuals was the average
market price on grant date, with the exception of the options granted to third parties as part of the
Sportingbet acquisition. These were priced at the amount the Group offered as consideration for the
purchase.
The 2014 options were valued using a Monte Carlo model due to the performance conditions
associated with the options.
Fair value of share options and assumptions:

Date of grant
21 May 10
21 May 10
21 May 10
28 Jan 12
16 Jan 13
01 Feb 13
28 Feb 13
02 Jun 14

Share
price
at date
of grant*
(in £)
1.85
1.85
1.85
1.67
2.335
2.635
2.375
4.49

Exercise
price
(in £)

Expected
volatility

Exercise
multiple

Expected
dividend
yield

Risk
free
rate**

Fair
value at
measurement
date

60%
60%
60%
58%
60%
60%
60%
24%

2
2
2
2
2
2
2
n/a

17%
17%
17%
20%
12.15%
12.15%
12.15%
10.00%

2.75%
2.75%
2.75%
2.19%
0.572%
0.572%
0.572%
1.425%

0.39
0.05
0.59
0.33
0.58
0.76
0.61
0.41

2.13
0.01
1.50
1.5479
2.335
2.335
2.335
0.01

*

This is the bid price, not the mid-market price, at market close, as sourced from Bloomberg.

**

The measurement of the risk-free rate was based on rate of UK sovereign debt prevalent at each grant date over the
expected term of the option.

The expected volatility is based on the historic volatility (calculated based on the weighted average
remaining life of the share options), adjusted for any expected changes to future volatility due to
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publicly available information. There are no market conditions associated with the share option grants
with the exception of those issued in 2014 as noted above.
20.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Group’s principal financial instruments as at 31 December 2014 comprise cash and cash equivalents.
The main purpose of these financial instruments is to finance the Group’s operations. The Group has other
financial instruments which mainly comprise receivables and payables, which arise directly from its
operations. Cash and cash equivalents and trade and other receivables have been classified as loans and
receivables and trade and other payables, and deferred consideration as financial liabilities measured at
amortised cost. During the year, the Group did not use derivative financial instruments to hedge its exposure
to foreign exchange or interest rate risks arising from operational, financing and investment activities.
The Group does not hold or issue derivative financial instruments for trading purposes.
20.1 Market Risk
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates
which will affect the Group’s income or value of its holdings of financial instruments. Exposure to
market risk arises in the normal course of the Group’s business.
20.2 Foreign Exchange Risk
Foreign exchange risk arises from transactions, recognised assets and liabilities and net investments
in foreign operations. The Group does not use foreign exchange contracts to hedge its currency risk.
The Group dividend is declared in the Euro. Two weeks before the dividend is due to be paid, the
Company sells Euro and buys British Pounds for an amount equal to the dividend.
The Group has investments in foreign operations which are all denominated in Euros minimising the
Group’s exposure to currency translation risk.
20.2.1 Analysis of the Balance Sheet by Currency
At 31 December 2014

Non-current assets
Receivables and prepayments
Tax reclaimable
Other taxes reclaimable
Cash and cash equivalents
Total current assets

Euro
€000’s

GBP
€000’s

Other
€000’s

Total
€000’s

148,454
––––––––
10,578
1,593
5
11,320
––––––––
23,496

10,539
––––––––
1,926
2,332
134
4,533
––––––––
8,925

215
––––––––
15,101
–
–
1,976
––––––––
17,077

159,208
––––––––
27,605
3,925
139
17,829
––––––––
49,498

(7,322)
(6,366)
(4,962)
(241)
––––––––
(18,891)

(18,183)
(4,298)
(53)
(941)
––––––––
(23,475)

(5,553)
(2,372)
1
(156)
––––––––
(8,080)

(31,058)
(13,036)
(5,014)
(1,338)
––––––––
(50,446)

–––––––– –––––––– –––––––– ––––––––

Trade and other payables
Balances with customers
Taxation payable
Other taxation liabilities
Total current liabilities
Net current assets/(liabilities)
Non-current liabilities
– Betit option
– Interest bearing loan and borrowings
– Non-interest bearing loan and borrowings
– Deferred consideration
Total assets less total liabilities

–––––––– –––––––– –––––––– ––––––––
4,605

–
–
–
(3,953)
––––––––
149,106

(14,550)

8,997

(948)

(1,745)
(327)
(2,777)
–
––––––––
(8,860)

–
–
–
–
––––––––
9,212

(1,745)
(327)
(2,777)
(3,953)
––––––––
149,458

–––––––– –––––––– –––––––– ––––––––
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At 31 December 2013

Non-current assets
Receivables and prepayments
Tax reclaimable
Other taxes reclaimable
Cash and cash equivalents
Total current assets

Euro
€000’s

GBP
€000’s

Other
€000’s

Total
€000’s

153,148
––––––––
14,875
1,877
–
6,587
––––––––
23,339

1,620
––––––––
5,144
–
281
8,428
––––––––
13,853

–
––––––––
3,560
–
25
3,793
––––––––
7,378

154,768
––––––––
23,579
1,877
306
18,808
––––––––
44,570

(13,930)
(5,767)
(2,500)
(772)
––––––––
(22,969)

(9,447)
(1,710)
(186)
(3,285)
––––––––
(14,628)

(712)
(5,821)
(36)
(125)
––––––––
(6,694)

(24,089)
(13,298)
(2,722)
(4,182)
––––––––
(44,291)

–––––––– –––––––– –––––––– ––––––––

Trade and other payables
Balances with customers
Taxation payable
Other taxation liabilities
Total current liabilities
Net current assets/(liabilities)
Non-current liabilities
– Interest bearing loan and borrowings
– Non-interest bearing loan and borrowings
– Deferred consideration
Total assets less total liabilities

–––––––– –––––––– –––––––– ––––––––
370

–
–
(7,582)
––––––––
145,936

(775)

684

(1,221)
(5,148)
–
––––––––
(5,524)

–
–
–
––––––––
684

279

(1,221)
(5,148)
(7,582)
––––––––
141,096

–––––––– –––––––– –––––––– ––––––––

A significant proportion of the Group’s financial assets and liabilities are denominated in
Euros, which minimises the Group’s exposure to foreign exchange risk. Management do not
consider the impact of possible exchange rate movements based on current market conditions
to be material to the net result for the year.
20.3 Interest Rate Risk
The Group earns interest from bank deposits. During the year, the Group held cash on deposits with
a range of maturities of less than three months. The Group had no committed borrowing facilities as
at 31 December 2014 (2013: €nil).
Management do not consider the impact of possible interest rate movements based on current market
conditions to be material to the net result for the year or the equity position at the year end for either
the year ended 31 December 2013 or 31 December 2014.
20.4 Credit Risk
The Group has seldom any significant concentrations of credit risk with exposure spread over a large
number of customers. The Group grants credit facilities to its customers and the maximum exposure
to credit risk is represented by the carrying amount of each financial asset in the balance sheet.
The Group has material exposure to credit risk through amounts owed by payment processors (third
party collection agencies) of €22.2 million (2013: €18.3 million) and cash balances held with banking
institutions of €17.8 million (2013: €18.8 million). The Group considers the credit risk associated with
these balances to be low, having assessed the credit ratings and financial strength of the counterparties involved. The Group is seeking to diversify its banking deposits to further reduce credit risk.
No provision for impairment has been made at 31 December 2014 (2013: €nil). No receivable
amounts were past due date at 31 December 2014 (2013: €nil).
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20.5 Liquidity Risk
At 31 December 2014, the Group had cash and cash equivalents of €17.8 million (2013:
€18.8 million) and considers liquidity risk to be low for the business. All financial liabilities at the
year-end are due within one year, with the exception of the deferred consideration on Betboo.
20.6 Fair Values
The carrying amounts of the financial assets and liabilities, including deferred consideration in the
Balance Sheet at 31 December 2014 and 2013 for the Group and Company are a reasonable
approximation of their fair values. All trade and other receivables and payables have a maturity of less
than one year.
Financial assets and financial liabilities measured at fair value in the statement of financial position
are grouped into three Levels of a fair value hierarchy. The three Levels are defined based on the
observability of significant inputs to the measurement, as follows:
•

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

•

Level 2: inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly

•

Level 3: unobservable inputs for the asset or liability.

The following table shows the Levels within the hierarchy of financial assets and liabilities measured
at fair value on a recurring basis at 31 December 2014 and 31 December 2013:
At 31 December 2014

Financial assets
Available for sale financial asset

Financial liabilities
Betboo deferred consideration
Betit option liability
Non-interest bearing loan

Level 1
€000’s

Level 2
€000’s

Level 3
€000’s

Total
€000’s

–
––––––––
–
––––––––

–
––––––––
–
––––––––

3,801
––––––––
3,801
––––––––

3,801
––––––––
3,801
––––––––

–
–
–
––––––––
–

–
–
(5,511)
––––––––
(5,511)

(3,953)
(1,745)
–
––––––––
(5,698)

(3,953)
(1,745)
(5,511)
––––––––
(11,209)

–––––––– –––––––– –––––––– ––––––––

At 31 December 2013
Level 1
€000’s
Financial liabilities
Betboo deferred consideration
Non-interest bearing loan

–
–
––––––––
–

Level 2
€000’s
–
(7,662)
––––––––
(7,662)

Level 3
€000’s
(7,582)
–
––––––––
(7,582)

Total
€000’s
(7,582)
(7,662)
––––––––
(15,244)

–––––––– –––––––– –––––––– ––––––––
There were no transfers between levels in 2014 or 2013.
Measure of fair value of financial instruments:

The Group’s finance team performs valuations of financial items for financial reporting purposes,
including Level 3 fair values, in consultation with third party valuation specialists for complex
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valuations. Valuation techniques are selected based on the characteristics of each instrument, with the
overall objective of maximising the use of market-based information.
The valuation techniques used for the available for sale financial asset and the associated option
liability classed as level 3 in 2014 are described in detail in note 9.
The valuation techniques for the Betboo deferred consideration and the non-interest bearing loan are
described in detail in notes 10 and 14 respectively.
20.7 Summary of Financial Assets and Liabilities by Category
The carrying amounts of the Group’s financial assets and liabilities recognised at the balance sheet
date are categorised as follows:

Non-current assets:
Available for Sale Financial Asset
Non-current assets
Current assets:
Financial assets measured as loans and receivables:
– Trade and Other receivables
– Cash and cash equivalents
Current assets
Current liabilities:
Financial liabilities measured at amortised cost:
– Trade and other payables
Non-current liabilities
– Non-interest loans and borrowings
– Deferred consideration
– Betit option liability (level 3)
Non-current liabilities
21.

2014
€000’s

2013
€000’s

3,801
––––––––
3,801
––––––––

–
––––––––
–
––––––––

23,833
17,829
––––––––
41,662
––––––––

19,885
18,808
––––––––
38,693
––––––––

42,550
––––––––

36,442
––––––––

2,777
3,953
1,745
––––––––
8,475

5,148
7,582
–
––––––––
12,730

––––––––

––––––––

RELATED PARTIES

21.1 Identity of Related Parties
The Group has a related party relationship with its subsidiaries (see note 22), with its Directors and
executive officers and under the AIM rules with East Pioneer Corporation B.V (see note 24.7).
21.2 Transactions with Directors and Key Management Personnel
Nigel Blythe-Tinker is the Executive chairman of Pentasia Limited, a leading recruiter in the field of
internet gaming. Pentasia did not provides services to the Group during the year ended 31 December
2014 (2013: €15,000). He stepped down from the board on 17 January 2014.
Karl Diacono is the Chief Executive Officer of Fenlex Corporate Services Limited, a corporate service
provider incorporated in Malta. During the year ended 31 December 2014, Fenlex received €45,979
from the Group in relation to Company secretarial matters arising in Malta (2013: €49,968).
Richard Cooper received dividends during the year of €917 (2013: €350). The wife of Richard Cooper
received dividends during the year of €171,417 (2013: €59,850) in respect of her interest in the
ordinary share capital of the Group.
Lee Feldman received dividends during the year of €67,416 (2013: €23,786) in respect of his
beneficial interest in the ordinary share capital of the Group. Lee Feldman is the Managing Partner of
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Twin Lakes Capital, a private equity firm based in New York. During the year ended 31 December
2014, Twin Lakes Capital received €31,435 (2013: €59,209) in relation to office services.
Kenneth Alexander received dividends during the year of €47,850 (2013: €nil). The wife of Kenneth
Alexander received dividends during the year of €172,333 (2013: €106,003) in respect of her interest
in the ordinary share capital of the Group.
21.2 Transactions with Directors and Key Management Personnel
Details of the remuneration of key management are detailed below:

Short term employee benefits (Directors)
Short term employee benefits (Key Management)
Post employment benefits
Other long term benefits
Termination benefits
Share based payments

2014
€000’s

2013
€000’s

6,719
1,934
–
–
–
470
––––––––
9,123

4,468
2,447
–
–
–
348
––––––––
7,263

––––––––

––––––––

Details of Directors’ remuneration is given in paragraph 15 of Part 10 of this document.
22.

GROUP ENTITIES

Significant subsidiaries

Country of incorporation

GVC Services B.V.*
Intera N.V.
GVC Sports B.V.
Gaming VC Corporation Limited
GVC Administration Services Limited
Sportingbet Limited
Interactive Sports (C.I.) Limited
Sportingbet (Management Services) Limited
Sportingbet (IT Services) Limited
Sportingbet (Product Services) Limited
Sporting Odds Limited
Headlong Limited

Netherlands Antilles
Netherlands Antilles
Netherlands Antilles
Malta
England and Wales
England and Wales
Alderney
England and Wales
England and Wales
England and Wales
England and Wales
Malta

*

23.

Ownership interest
2014
2013
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

also has a branch registered in Israel

CONTINGENT LIABILITIES

The Group, through its trading websites, offers progressive jackpots on slot machines.
23.1 CasinoClub Progressive Jackpots
CasinoClub offers an equivalent system in which only its own customers participate. This means that
CasinoClub make no contributions to the central fund as it builds up (since they are the only operator
in the scheme, this would serve no purpose) and, should a CasinoClub customer win the progressive
jackpot, there is no central fund to cover the payout so the cost of this would be taken directly to the
Income Statement in the period in which it would be won.
Across 44 games, the total of the available jackpots at 31 December 2014 was €5.7 million (2013:
44 games and total available jackpot of €7.4 million). The single largest jackpot available amounted
to €3.2 million from the slots game “Aladdin’s Lamp” (2013: €3.0 million).
The Group had no winners of a significant jackpot.
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23.2 East Pioneer Corporation B.V.
On 21 November 2011 the Group entered into a service agreement and guarantee relating to the
acquisition by East Pioneer Corporation B.V. (“EPC”) from Sportingbet PLC of Superbahis, a Turkish
language website. The maximum contingent liability under this agreement at inception was
€171 million. The Directors consider this has a fair value of €nil (2013: €nil).
The Group continues to provide back office and support services to EPC. Following the acquisition
of Sportingbet PLC on 19 March 2013 the Group now receives all payments of amounts from EPC
under the Business Purchase Agreement and other Transaction Documents and does not now offer any
guarantee of payments to legal entities outside of the Group.
24.

ACCOUNTING ESTIMATES AND JUDGEMENTS

The Directors discuss the development, selection and disclosure of the Group’s critical accounting policies
and estimates and the application of these policies and estimates.
In the application of the accounting policies, which are detailed in this note, the Directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these
estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the revision affects both current and future
periods. The estimates and assumptions, which have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are discussed below.
24.1 Intangible assets
For all acquisitions management has recognised separately identifiable intangible assets on the
Balance Sheet. These intangible assets have been valued based on expected future cashflow
projections from existing customers. The calculations of the value and estimated future economic life
of the assets involve, by the nature of the assets, significant judgement.
24.2 Customer liabilities
Customer liabilities represent cash held by the Group on behalf of customers. These are stated net of
an allowance for uncollected dormant balances. Management apply judgement calculating the
allowance by reference to player terms and conditions.
24.3 Receivables
Management apply judgement in evaluating the recoverability of receivables. To the extent that the
Board believes receivables not to be recovered they have been provided for in the financial statements.
24.4 Impairment of Goodwill and Trademarks
Determining whether goodwill and trademarks with an indefinite useful life are impaired requires an
estimation of the value-in-use of the cash-generating units. The value-in-use calculation requires the
entity to estimate the future cashflows expected to arise from the cash generating unit and select a
suitable discount rate in order to calculate present value. Note 8.2 provides information on the
assumptions used in these financial statements.
The valuation work to assess the impairment of goodwill and intangible assets was conducted
internally by management.
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24.5 Share Options
Accounting for share option charges requires a degree of judgement over such matters as dividend
yield, and expected volatility. Further details on the assumptions made by management are disclosed
in note 19.
24.6 Open Bets
The Directors review the scale and magnitude of open bets frequently, and in particular at the balance
sheet date. Assessments are made on whether to make provisions for the outcome of such open bets.
Management have assessed that the fair value adjustment in respect of open bets at year end is not
material.
24.7 East Pioneer Corporation B.V.
On 21 November 2011 the Group entered into a B2B arrangement with East Pioneer Corporation B.V.
(“EPC”) to provide a suite of back office services to the company following EPC’s acquisition of
Superbahis, a business then operated by Sportingbet PLC (“SBT”).
The terms of the contracts between SBT, EPC and the group are complex. Until 19 March 2013,
neither the Group nor EPC provided the platform or licensing, held the customers on their servers,
retained the brand nor set and controlled the sports book odds of the website. In return for the back
office services provided, the Group was entitled to receive income from EPC equating to a share of
the profits of the business. The Group does not, however have any interest in the net assets or equity
of EPC which is an independently held entity. Prior to 19 March 2013, management asserted that the
group did not control any of the operating or financial policies of EPC. The Group did recognise there
are material transactions between itself and EPC and the provision of back office services necessitates
an interchange of management personnel and the provision of essential technical information between
EPC and the Group. Accordingly, such amounts due under the B2B transaction with EPC were
therefore included within revenue up to 19 March 2013.
Following the acquisition of Sportingbet PLC on 19 March 2013, the group now has the power to
govern the financial and operating policies of the Superbahis operations, delivers virtually all of the
services required to operate the business and in turn enjoys substantially all of the risks and rewards
arising from the performance of that business. On this basis, from this date, the Group considers it is
appropriate to consolidate the results of the Superbahis business of EPC within these financial
statements.
The Directors considered that the guarantee relating to the acquisition by EPC as referred to in
note 23.2 had a fair value of €nil due to the uncertainty regarding the regulatory environment in which
EPC operates and also due to the fact that much of the cash used to fund such payments resides within
payment processor accounts operated by the Group.
In considering the impact of the acquisition of Sportingbet and its contracts with EPC with whom the
group had pre-existing contracts relating to the Superbahis business, the group re-evaluated its
contract with EPC in accordance with IFRS 3. In so doing it considered the services provided, the
risks associated with the provision of those services and the expected financial reward for their
provision and concluded the existing contract remained on terms no more or less favourable to market
conditions than on its outset.
24.8 Betit call/put option
On 14 May 2014, the Group acquired a 15% stake in Betit Holdings Limited (‘BHL’) from Betit
Securities Limited (‘BSL’).
Where an entity holds, directly or indirectly through subsidiaries, less than 20 per cent of the voting
power of an investee, it is presumed that the entity does not have significant influence and therefore
an investment does not qualify as an associate unless such influence can be clearly demonstrated.
Although the Group has a Director on the Board of BHL and has influence through its shareholding
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over the payment of dividends the Director does not participate in policy making decisions, and the
entity is unlikely to be in a dividend paying position over the lifetime of the investment. The Group
does not believe there is evidence to rebut the presumption it does not have significant influence over
BHL and therefore the investment is not considered to be an associate and has been accounted for as
an available for sale asset.
The Group has a call option to acquire the balance of the outstanding shares. The call option can be
exercised no earlier than 1 July 2017 and no later than 30 September 2017, and would be subject to
further MGA clearance and the AIM Rules. The minimum call option price is €70 million, and the
actual price would be determined by the mix of revenues between regulated and non-regulated
markets and certain multiples attaching thereto which at our current multiple levels would lead to the
transaction being accretive for shareholders.
If the Group decides not to exercise its call option BSL may require the Group to acquire its shares in
BHL at a price determined by the mix of revenues between regulated and non-regulated markets and
certain multiples thereof (but absent any floor on the price). Completion of this purchase would be
subject to certain conditions including the Group’s ability to raise the necessary financing. Should the
Group fail to raise the required financing, BSL may acquire the Group’s shares in BHL for nominal
consideration.
These options have been valued based on expected future cashflow projections and using a Monte
Carlo valuation model. In addition there were two commercial factors relating to regulatory and
financing matters which were not initially factored into this valuation model. The calculations of the
options values and the estimated future economic life of the assets involve, by the nature of the assets,
significant judgement. The Group has applied a discount based on the probability of the put option
being fulfilled based on these commercial factors, of 15%, which requires significant judgement on
behalf of management.
25.

GOING CONCERN

The Group’s business activities, together with the factors likely to affect its future performance and position
are set out in the Chairman’s, Chief Executive’s and Group Finance Director’s statements. Note 20 to the
financial statements sets out the Group’s financial risk management policies, and its exposure to credit risk
and liquidity risk.
The Directors have assessed the financial risks facing the business, and compared this risk assessment to the
net current assets position and dividend policy. The Directors have also reviewed relationships with key
suppliers and software providers and are satisfied that the appropriate contracts and contingency plans are in
place. The Directors have prepared income statement and cashflow forecasts to assess whether the Group has
adequate resources for the foreseeable future.
The Directors consider that the Group has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the
consolidated financial statements.
26.

SUBSEQUENT EVENTS

There have been no subsequent events between 31 December 2014 and the date of the signing of these
accounts that merit inclusion.
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Section C: GVC Holdings plc annual audited accounts 31 December 2013
DIRECTORS’ REPORT
The Directors present their report for GVC Holdings PLC and the audited financial statements for the year
ended 31 December 2013.
Principal Activities
Gaming VC Holdings S.A. was the original holding company of the Group. GVC Holdings PLC was
incorporated on 5 January 2010 in The Isle of Man. It took over the assets of Gaming VC Holdings S.A. after
approval by the shareholders on 21 May 2010, and is now the holding company of the Group.
Results and Dividends
The profit for the year attributable to ordinary shareholders after taxation amounted to €12,303,000 (2012:
profit of €9,236,000).
The Company is incorporated under the 2006 Isle of Man Companies Act. This act does not require the
Company to have distributable reserves for the purpose of declaring a dividend. The Act requires
the Directors to consider the solvency of the Company before making a dividend. A corollary of this is that
the matter of dividends is not required to be put before General Meeting.
The Group’s consolidated financial statements are set out on pages 163 to 167. For a more detailed review
of the Group’s result see the Report of the Chief Executive and the Report of the Group Finance Director.
Trading Review and Future Developments
The Directors are pleased with the Group’s performance during 2013 and are confident that this performance
will continue to improve during 2014 and beyond.
For a detailed review of the trading performance and future developments of the Group see the Chairman’s
Statement, Report of the Chief Executive and the Report of the Group Finance Director, which form part of
their reports.
Key Performance Indicators
For a more detailed review of the key performance indicators of the Group see the Report of the Chief
Executive.
Directors and their Interests
The Directors of the Company and their beneficial interest in the ordinary share capital of the Group are as
follows:
Ordinary shares of €0.01 each in
GVC Holdings PLC
Executive Directors
K Alexander
R Cooper
Non-Executive Directors
L Feldman
K Diacono

31 March
2013

31 December
2013

31 December
2012

400,333
300,000

400,333
300,000

313,333
135,000

98,700
–

98,700
–

73,700
–

The Directors shareholdings represent 1.31% (2012: 0.86%) of the voting shares of the Company.
Details of the Directors who have an interest in share options are disclosed in the Report of the Remuneration
Committee.
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Creditor Payment Policy
It is the Group’s policy to agree terms of business with suppliers prior to the supply of goods and services.
Going Concern
The Group’s business activities, together with the factors likely to affect its future performance and position
are set out in the Chairman’s, Chief Executive’s and Group Finance Director’s statements. Note 22 to the
financial statements sets out the Group’s financial risk management policies, and its exposure to credit risk
and liquidity risk.
The Directors have assessed the financial risks facing the business, and compared this risk assessment to the
net current assets position and dividend policy. The Directors have also reviewed relationships with key
suppliers and software providers and are satisfied that the appropriate contracts and contingency plans are in
place. The Directors have prepared income statement and cash flow forecasts to assess whether the Group
has adequate resources for the foreseeable future.
The Directors consider that the Group has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the
consolidated financial statements.
Statement of Directors’ Responsibilities
The Directors are responsible for preparing the Directors’ report and the financial statements in accordance
with applicable law and regulations.
Company law requires the Directors to keep reliable accounting records which allow financial statements to
be prepared. In addition, the Directors have elected to prepare group financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union and applicable law, and have
elected to prepare the parent company financial statements in accordance with UK accounting standards and
applicable law (UK Generally Accepted Accounting Practice). The financial statements are required to give
a true and fair view of the state of affairs of the Group and Company and of the profit or loss of the Group
for that year. In preparing these financial statements, the Directors are required to:
•

select suitable accounting policies and apply them consistently;

•

make judgments and estimates that are reasonable and prudent;

•

state whether applicable International Financial Reporting Standards and UK Accounting Standards
have been followed, subject to any material departures disclosed and explained in the financial
statements; and

•

prepare the financial statements on a going concern basis unless it is inappropriate to presume that the
Group and Company will continue in business.

The Directors are responsible for keeping reliable accounting records that disclose with reasonable accuracy
at any time the financial position of the Company and enable them to ensure that the financial statements
comply with The Isle of Man Companies Act 2006. They are also responsible for safeguarding the assets of
the Group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
In so far as the Directors are aware:
•

there is no relevant audit information of which the Company’s auditors are unaware; and

•

the Directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information.
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The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company’s website. Legislation in the UK governing preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.
For and on behalf of the Board of GVC Holdings PLC.
Registered office:
Milbourn House
St. Georges Street
Douglas, Isle of Man
IM1 1AJ

Richard Cooper
Group Finance Director
8 April 2014
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INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF GVC HOLDINGS PLC
We have audited the Group financial statements of GVC Holdings PLC for the year ended 31 December
2013 which comprise the Consolidated Income Statement, the Consolidated Statement of Comprehensive
Income, the Consolidated Balance Sheet, the Consolidated Statement of Changes in Equity, the Consolidated
Statement of Cashflows and the related notes. The financial reporting framework that has been applied in the
preparation of the Group financial statements is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.
This report is made solely to the Company’s members, as a body, in accordance with Section 80c (2) of the
Isle of Man Companies Act 2006. Our audit work has been undertaken so that we might state to the
Company’s members those matters we are required to state to them in an Auditor’s Report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the company and the company’s members as a body, for our audit work, for this report, or for the
opinions we have formed.
Respective Responsibilities of Directors and Auditor
As explained more fully in the Directors’ Responsibilities Statement set out on page 160, the Directors are
responsible for the preparation of the Group 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 Group financial statements 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.
Scope of the Audit of the Financial Statements
An audit involves obtaining evidence about the amounts and disclosures in the Group financial statements
sufficient to give reasonable assurance that the Group financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of: whether the accounting
policies are appropriate to the Group’s circumstances and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates made by the Directors; and the overall
presentation of the Group financial statements. In addition, we read all the financial and non-financial
information in the Annual Report to identify material inconsistencies with the audited consolidated financial
statements and to identify any information that is apparently materially incorrect based on, or materially
inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware
of any apparent material misstatements or inconsistencies we consider the implications for our report.
Opinion on Financial Statements
In our opinion the Group financial statements:
•

give a true and fair view, of the state of the Group’s affairs as at 31 December 2013 and Group’s profit
for the year then ended;

•

have been properly prepared in accordance with International Financial Reporting Standards (as
adopted by the European Union).

Other Matter
We have reported separately on the parent company financial statements of GVC Holdings PLC for the year
ended 31 December 2013.

Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
London
8 April 2014
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2013
Notes
2

Net gaming revenue
Cost of sales

2
4
4
4
4
4, 9, 10

Contribution
Operating costs (as below)
Other operating costs
Share option charges
Exceptional items
Depreciation and amortisation
Operating profit
Financial income
Financial expense

5
5

Profit before tax
Taxation expense

6

Profit after taxation from continuing operations
Loss after taxation from discontinued operations

7

Profit after tax

2013
€000’s
168,407
(65,776)
––––––––
102,631
(88,513)
(64,332)
(730)
(19,711)
(3,740)

60,325
(23,849)
––––––––
36,476
(23,442)
(21,024)
(79)
208
(2,547)

14,118
627
(1,731)
––––––––
13,014
(711)
––––––––
12,303
–
––––––––
12,303

13,034
2
(2,206)
––––––––
10,830
(480)
––––––––
10,350
(1,114)
––––––––
9,236

––––––––

Earnings per share

€

Basic
Profit from continuing operations
Loss from discontinued operations
Total

163

––––––––
€

8

0.225
–
––––––––
0.225

0.328
(0.035)
––––––––
0.293

8

0.220
–
––––––––
0.220

0.323
(0.035)
––––––––
0.288

Diluted
Profit from continuing operations
Loss from discontinued operations
Total

2012
€000’s

––––––––
––––––––

––––––––
––––––––

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2013

Profit for the year
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operations
Profit and total comprehensive income for the year

2013
€000’s

2012
€000’s

12,303

9,236

359
––––––––
12,662

–
––––––––
9,236

––––––––

The notes on pages 169 to 206 form part of these financial statements.
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––––––––

CONSOLIDATED BALANCE SHEET
as at 31 December 2013
Notes

2013
€000’s

2012
€000’s

9
10
6

918
153,850
–
––––––––
154,768
––––––––
23,579
1,877
306
18,808
––––––––
44,570
––––––––

653
65,440
83
––––––––
66,176
––––––––
17,356
943
–
6,632
––––––––
24,931
––––––––

(24,089)
(13,298)
(2,722)
(4,182)
––––––––
(44,291)
––––––––
279

(17,270)
(1,712)
(1,185)
(186)
––––––––
(20,353)
––––––––
4,578

(1,221)
(5,148)
(7,582)
––––––––
(13,951)
––––––––
141,096

–
–
(12,283)
––––––––
(12,283)
––––––––
58,471

609
40,407
84,530
359
15,191
––––––––
141,096

316
40,407
611
–
17,137
––––––––
58,471

Assets
Property, plant and equipment
Intangible assets
Deferred tax asset
Total non-current assets
Trade and other receivables
Income taxes reclaimable
Other tax reclaimable
Cash and cash equivalents

13
6
14

Total current assets
Current liabilities
Trade and other payables
Balances with customers
Income taxes payable
Other taxation liabilities

15
6
17

Total current liabilities
Current assets less current liabilities
Non-current liabilities
Interest bearing loans and borrowings
Non-interest bearing loan and borrowings
Deferred consideration on Betboo

18
16
12

Total non-current liabilities
Total net assets

––––––––

Capital and reserves
Issued share capital
Merger reserve
Share premium
Translation reserve
Retained earnings

19
19
19
19
19

Total equity attributable to equity holders of the parent

––––––––

––––––––

––––––––

The financial statements from pages 163 to 167 were approved and authorised for issue by the Board of
Directors on 8 April 2014 and signed on their behalf by:

K.J. Alexander
(Chief Executive Officer)

R.Q.M. Cooper
(Group Finance Director)

The notes on pages 169 to 206 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2013
Attributable to equity holders of the parent company:

Balance at 1 January 2012
Share option charges
Lapsed share options
Share options exercised
Dividend paid
Transactions with owners
Profit and total comprehensive
expense
Balance as at 31 December 2012
Balance at 1 January 2013
Share option charges
Share options cancelled
Share options exercised
Issue of share capital for the
acquisition of Sportingbet PLC
Dividend paid
Transactions with owners
Profit and total comprehensive
income
Total comprehensive income
Balance as at 31 December 2013

Share
Capital
€000’s

Merger
Reserve
€000’s

Share
Premium
€000’s

Translation
Reserve
€000’s

Retained
Earnings
€000’s

315
––––––––
–
–
1
–
––––––––
1
––––––––

40,407
––––––––
–
–
–
–
––––––––
–
––––––––

416
––––––––
–
–
195
–
––––––––
195
––––––––

–
––––––––
–
–
–
–
––––––––
–
––––––––

16,036
––––––––
568
(489)
–
(8,214)
––––––––
(8,135)
––––––––

57,174
––––––––
568
(489)
196
(8,214)
––––––––
(7,939)
––––––––

–
––––––––
316
––––––––
316
––––––––
–
–
3

–
––––––––
40,407
––––––––
40,407
––––––––
–
–
–

–
––––––––
611
––––––––
611
––––––––
–
–
291

–
––––––––
–
––––––––
–
––––––––
–
–
–

9,236
––––––––
17,137
––––––––
17,137
––––––––
736
(6)
–

9,236
––––––––
58,471
––––––––
58,471
––––––––
736
(6)
294

290
–
––––––––
293
––––––––

–
–
––––––––
–
––––––––

83,628
–
––––––––
83,919
––––––––

–
–
––––––––
–
––––––––

–
(14,979)
––––––––
(14,249)
––––––––

83,918
(14,979)
––––––––
69,963
––––––––

–
–
––––––––
609

–
–
––––––––
40,407

–
–
––––––––
84,530

–
359
––––––––
359

12,303
–
––––––––
15,191

12,303
359
––––––––
141,096

Total
€000’s

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

All reserves of the Company are distributable. Under The Isle of Man Companies Act 2006 distributions are
not governed by reserves but by the Directors undertaking an assessment of the Company’s solvency at the
time of distribution.
The notes on pages 169 to 206 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CASHFLOWS
for the year ended 31 December 2013
Notes
Cash flows from operating activities
Cash receipts from customers
Cash paid to suppliers and employees
Corporate taxes recovered
Corporate taxes paid
Net cash from operating activities
Cash flows from investing activities
Interest received
Acquisition earn-out payments (Betboo)
Acquisition (net of cash acquired)
Non-interest bearing loan (from William Hill)
Acquisition of property, plant and equipment
Acquisition of intangible assets

12
11
16

Net cash from investing activities
Cash flows from financing activities
Proceeds from issue of share capital
Repayment of borrowings
Dividend paid

11
19

Net cash from financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

2013
€000’s
173,885
(181,592)
1,143
(1,580)
––––––––
(8,144)
––––––––

56,881
(47,686)
1,529
(1,946)
––––––––
8,778
––––––––

33
(6,378)
64,755
8,020
(37)
(4)
––––––––
66,389
––––––––

2
(2,863)
–
–
(492)
(628)
––––––––
(3,981)
––––––––

294
(31,384)
(14,979)
––––––––
(46,069)
––––––––
12,176
6,632
––––––––
18,808

196
–
(8,214)
––––––––
(8,018)
––––––––
(3,221)
9,853
––––––––
6,632

––––––––

The notes on pages 169 to 206 form part of these financial statements.
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2012
€000’s

––––––––

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2013
1.

Significant accounting policies

2.

Segmental reporting

3.

Contract with East Pioneer Corporation B.V.

4.

Operating costs

5.

Financial income and expenses

6.

Taxation

7.

Discontinued operations

8.

Earnings per share
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1.

SIGNIFICANT ACCOUNTING POLICIES

This note from pages 169 to 206 deals with both the significant accounting policies used in the preparation
of these financial statements, together with a note identifying new accounting standards which will affect the
Group.
GVC Holdings PLC is a company registered in The Isle of Man and was incorporated on 5 January 2010. It
is the successor company of Gaming VC Holdings S.A. and took the assets of Gaming VC Holdings S.A. on
21 May 2010 after formal approval by shareholders. The consolidated financial statements of the Group for
the year ended 31 December 2013 comprise the Company and its subsidiaries (together referred to as the
‘Group’).
On the 19 March 2013 the Group completed the acquisition of Sportingbet PLC. Management views the
enlarged group as having one business line which it has worked hard at integrating during 2013. Within that
one business line there are two distinct operating segments, sports and gaming. Gaming includes Casino,
Poker and Bingo.
The significant subsidiary undertakings of the Group are listed in note 24.
1.1

Statement of Compliance
The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs), as adopted by the European Union.
The Directors have reviewed the accounting policies used by the Group and consider them to be the
most appropriate. The accounting policies are consistent with the prior year with the exception of
revisions and amendments to IFRS issued by the IASB, which are relevant to and effective for the
annual period beginning 1 January 2013. Material effects on current, prior or future periods arising
from the first-time application of these new requirements in respect of presentation, recognition and
measurement are described in note 1.19.

1.2

Basis of Preparation
The financial information, which comprises the consolidated statement of comprehensive income,
consolidated balance sheet, consolidated statement of changes in shareholders’ equity, consolidated
cashflow statement and related notes, is derived from the Group financial statements for the year
ended 31 December 2013, which have been prepared under International Financial Reporting
Standards as adopted by the European Union (IFRS) and those parts of the Isle of Man Companies
Act 2006 applicable to companies reporting under IFRS. It does not constitute full accounts within
the meaning of the Isle of Man Companies Act 2006. This financial information has been agreed with
the auditors for release.
The financial statements are presented in the Euro, rounded to the nearest thousand, and are prepared
on the historical cost basis. The financial statements are prepared on the going concern basis (see
note 27).
Historical cost is generally based on the fair value of the consideration given in exchange for goods
and services.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based payment transactions that
are within the scope of IFRS 2, leasing transactions that are within the scope of IAS 17, and
measurements that have some similarities to fair value but are not fair value, such as net realisable
value in IAS 2 or value in use in IAS 36.

169

The preparation of financial statements in conformity with IFRSs requires directors to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses. The estimates and associated assumptions are based on
various factors that are believed to be reasonable under the circumstances, the results of which form
the basis of making the judgements about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the revision affects both current and future
periods.
Significant accounting estimates and judgements are discussed in further detail in note 26.
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements.
The accounting policies have been applied consistently by Group entities.
1.3

Basis of Consolidation
1.3.1 Subsidiaries
Subsidiaries are entities controlled by the Company. Control is achieved where the Company
has the power to govern the financial and operating policies of an investee entity so as to obtain
benefits from its activities. In assessing control, potential voting rights that presently are
exercisable or convertible are taken into account. The financial statements of subsidiaries are
included in the consolidated financial statements from the date that control commences until
the date that control ceases.
1.3.2 Transactions Eliminated on Consolidation
Intragroup balances and any unrealised gains and losses or income and expenses arising from
intragroup transactions, are eliminated in preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred.
1.3.3 Business Combinations
Acquisitions of businesses are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum
of the acquisition-date fair values of the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition related costs are generally recognised in
profit or loss as incurred.
At the acquisition date, the identifiable assets acquired and the liabilities assumed are
recognised at their fair value, except that:
•

deferred tax assets or liabilities, and assets or liabilities related to employee benefit
arrangements are recognised and measured in accordance with IAS 12 Income Taxes
and IAS 19 respectively;

•

liabilities or equity instruments related to share-based payment arrangements of the
acquiree or share-based payment arrangements of the Group entered into to replace
share-based payment arrangements of the acquiree are measured in accordance with
IFRS 2 at the acquisition date; and
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•

assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5
Non-current Assets Held for Sale and Discontinued Operations are measured in
accordance with that Standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held
equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed. If, after reassessment, the net of
the acquisition-date amounts of the identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer’s previously held interest in the acquiree (if any), the
excess is recognised immediately in profit or loss as a bargain purchase gain.
When the consideration transferred by the Group in a business combination includes assets or
liabilities resulting from a contingent consideration arrangement, the contingent consideration
is measured at its acquisition-date fair value and included as part of the consideration
transferred in a business combination. Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are adjusted retrospectively, with
corresponding adjustments against goodwill. Measurement period adjustments are adjustments
that arise from additional information obtained during the “measurement period” (which
cannot exceed one year from the acquisition date) about facts and circumstances that existed at
the acquisition date.
The subsequent accounting for changes in the fair value of the contingent consideration that do
not qualify as measurement period adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is accounted for within equity.
Contingent consideration that is classified as an asset or a liability is remeasured at subsequent
reporting dates in accordance with IAS 39, or IAS 37 Provisions, Contingent Liabilities and
Contingent Assets, as appropriate, with the corresponding gain or loss being recognised in
profit or loss.
When a business combination is achieved in stages, the Group’s previously held equity interest
in the acquiree is remeasured to its acquisition-date fair value and the resulting gain or loss, if
any, is recognised in profit or loss. Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in other comprehensive income are
reclassified to profit or loss where such treatment would be appropriate if that interest were
disposed of.
If the initial accounting for a business combination is incomplete by the end of the reporting
period in which the combination occurs, the Group reports provisional amounts for the terms
for which the accounting is incomplete. Those provisional amounts are adjusted during the
measurement period (see above), or additional assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that existed at the acquisition date that, if
known, would have affected the amounts recognised at that date.
1.4

Foreign Currency
The functional currency of the Company and the Group, as well as the presentational currency of the
Group, is the Euro.
1.4.1 Foreign Currency Transactions
Transactions in foreign currencies are translated to the Euro at the foreign exchange rates ruling
at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting balance sheet date are translated to the Euro at the foreign exchange
rate ruling at that date. Foreign exchange differences arising on translation are recognised in
the consolidated income statement. Non-monetary assets and liabilities that are measured in
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terms of historical cost in a foreign currency are translated using the exchange rate at the date
of the transaction.
On consolidation the assets and liabilities of the Group’s overseas operations are translated at
exchange rates prevailing at the period end date. Income and expense items are translated at the
average exchange rates for the period unless exchange rates fluctuate significantly, in which
case the spot rate for significant items is used. Exchange differences arising, if any, are
classified as equity and transferred to the Group’s translation reserve. Such translation
differences are recognised as income or as expenses in the period in which the operation is
disposed of.
1.5

Property, Plant and Equipment
1.5.1 Owned Assets
Property, plant and equipment is stated at cost, less accumulated depreciation (see 1.5.2 below)
and impairment losses (see accounting policy 1.7). Where parts of an item of property, plant
and equipment have different useful lives, they are accounted for as separate items of property,
plant and equipment.
1.5.2 Depreciation
Depreciation is charged to the income statement on a straight-line basis over the estimated
useful lives of each part of an item of property, plant and equipment. The estimated useful lives
are as follows:
Fixtures and fittings:
Plant and equipment:

3 years
3 years

The residual value, if significant, is reassessed annually.
1.6

Intangible Assets
1.6.1 Goodwill
Goodwill arising on an acquisition of a business is carried at cost as established at the date of
acquisition of the business less accumulated impairment losses, if any.
For the purposes of impairment testing, goodwill has been allocated to each of the Group’s
cash-generating units that is expected to benefit from the synergies of the combination.
A cash-generating unit to which goodwill has been allocated is tested for impairment annually,
or more frequently when there is an indication that the unit may be impaired. If the recoverable
amount of the cash-generating unit is less than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to
the other assets of the unit pro rata based on the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit or loss. An impairment loss
recognised for goodwill is not reversed in subsequent periods.
On disposal of the relevant cash-generating unit, the attributable amount of goodwill is
included in the determination of the profit or loss on disposal.
1.6.2 Other Intangible Assets
Other intangible assets that are acquired by the Group are stated at cost less accumulated
amortisation (see 1.6.4) and impairment losses (see accounting policy 1.7).
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The cost of intangible assets acquired in a business combination is the fair value at acquisition
date. The valuation methodology used for each type of identifiable asset category is detailed
below:
Asset category

Valuation methodology

Consulting and magazine
Software licence
Trademarks
Trade name
Non Contractual customer relationships

Income (cost saving)
Income (incremental value plus loss of profits)
Relief from royalty
Relief from royalty
Excess earnings

Expenditure on internally generated goodwill and brands is recognised in the income statement
as an expense is incurred.
1.6.3 Subsequent Expenditure
Subsequent expenditure on capitalised intangible assets is capitalised only when it increases
the future economic benefits embodied in the specific asset to which it relates. This includes
legal and similar expenditure incurred in registering brands and trade names, which is
capitalised, all other expenditure is expensed as incurred.
1.6.4 Amortisation
Amortisation is charged to the income statement on a straight-line basis over the estimated
useful lives of intangible assets unless such lives are indefinite. Goodwill and trademarks with
an indefinite useful life are systematically tested for impairment at each balance sheet date.
Other intangible assets are amortised from the date they are available for use. The estimated
useful lives are as follows:
Consulting agreements
Capitalised development costs
Software licence agreements
Non-contractual customer relationships
1.7

3-5 years
2-4 years
2-15 years
4 years

Impairment
At each reporting date, the Group assesses whether there is any indication that an asset may be
impaired. Where an indicator of impairment exists, the Group makes an estimate of the recoverable
amount. Where the carrying amount of an asset exceeds its recoverable amount, the asset is written
down to its recoverable amount. Recoverable amount is the higher of fair value less costs to sell and
value in use and is determined for an individual asset. If the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets, the recoverable amount of the
cash generating unit to which the asset belongs is determined. Discount rates reflecting the asset
specific risks and the time value of money are used for the value in use calculation.
For goodwill and trademarks that have an indefinite useful life, the recoverable amount is estimated
at each balance sheet date.

1.8

Dividends Paid to Holders of Share Capital
Dividend distributions payable to equity shareholders are recognised through equity reserves on the
date the dividend is paid.

1.9

Employee Benefits
1.9.1 Pension Costs
In some jurisdictions in which the Group has employees, there are government or private
schemes into which the employing company or branch must make payments on a defined
contribution basis, the contributions are shown in the profit or loss account in the year.
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1.9.2 Share Options
The Group has share option schemes which allow Group employees and contractors to acquire
shares of the Company. The fair value of options granted is recognised as an employee expense
with a corresponding increase in equity. The fair value is measured at grant date and spread
over the period during which the employees become unconditionally entitled to the options.
The fair value of the options granted is measured using a binomial valuation model. This
valuation method takes into account the terms and conditions upon which the options were
granted. The amount recognised as an expense is adjusted to reflect the actual number of share
options that vest.
Payments made to repurchase or cancel vested awards are accounted for with the fair value of
the options cancelled, measured at the date of cancellation being taken to retained earnings; the
balance is taken to the income statement. Also on cancellation an accelerated charge would be
recognised immediately.
See note 21 for further details of the three schemes.
1.10 Provisions
A provision is recognised in the balance sheet when the Group has a present 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. If the effect is material, provisions are determined by discounting the
expected future cashflows at a pre-tax rate that reflects current market assessments of the time value
of money and, where appropriate, the risks specific to the liability.
1.11 Revenue Recognition
Net Gaming Revenue is measured at the fair value of consideration received or receivable and
comprises the following elements:
Casino:

net win in respect of bets placed on casino games that have concluded in the year,
stated net of promotional bonuses.

Sportsbook:

gains and losses in respect of bets placed on sporting events in the year, stated net
of promotional bonuses. Open positions are carried at fair market value and gains
and losses arising on this valuation are recognised in revenue, as well as gains and
losses realised on positions that have closed.

Poker:

net win in respect of rake for poker games that have concluded in the year, stated
net of promotional bonuses.

Bingo:

net win in respect of bets placed on bingo games that have concluded in the year,
stated net of promotional bonuses.

Where promotional bonuses apply to customers playing a variety of products through the same wallet,
bonuses are allocated pro-rata to the net win.
B2B income comprises the amounts receivable for services to other online gaming operators. Income
is recognised when a right to consideration has been obtained through performance and reflects
contract activity during the year. Until 19 March 2013 B2B income included amounts due for the
provision of services to East Pioneer Corporation B.V. (“EPC”). The amounts have been shown as
income as they represent normal trading transactions and match costs incurred by the Group as a result
of providing services to EPC. A reconciliation of the NGR attributable to the B2B partner to the B2B
income recognised in these financial statements is shown in note 2. From the 19 March 2013 the
results of EPC have been fully consolidated into the Group following the acquisition of Sportingbet
PLC.
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1.12 Financial Expenses
Financial expenses comprise interest payable on borrowings calculated using the effective interest rate
method.
1.13 Exceptional Items
Exceptional items are those that in the judgement of the Directors, need to be disclosed by virtue of
their size or incidence in order for the user to obtain a proper understanding of the financial
information.
1.14 Financial Income
Financial income is interest income recognised in the income statement as it accrues, using the
effective interest method.
1.15 Tax
Current tax is the tax currently payable based on taxable profit for the year. Deferred income taxes are
calculated using the liability method on temporary differences.
Deferred tax is generally provided on the difference between the carrying amounts of assets and
liabilities and their tax bases. However, deferred tax is neither provided on the initial recognition of
goodwill, nor on the initial recognition of an asset or liability unless the related transaction is a
business combination or affects tax or accounting profit. Deferred tax on temporary differences
associated with investments in subsidiaries is not provided if reversal of these temporary differences
can be controlled by the Group and it is probable that reversal will not occur in the foreseeable future.
In addition, tax losses available to be carried forward as well as other income tax credits to the Group
are assessed for recognition as deferred tax assets.
Deferred tax liabilities are provided in full, with no discounting. Deferred tax assets are recognised to
the extent that it is probable that the underlying deductible temporary differences will be able to be
offset against future taxable income. Current and deferred tax assets and liabilities are calculated at
tax rates that are expected to apply to their respective period of realisation, provided they are enacted
or substantively enacted at the balance sheet date.
Changes in deferred tax assets or liabilities are recognised as a component of tax expense in the
income statement, except where they relate to items that are charged or credited directly to other
comprehensive income or equity in which case the related deferred tax is also charged or credited
directly to other comprehensive income or equity as appropriate.
1.16 Segment Reporting
The Board has reviewed and confirmed the Group’s reportable segments in line with the guidance
provided by IFRS 8 ‘Operating Segments.’ The segments disclosed below are aligned with the reports
the Group’s Chief Executive reviews to make strategic decisions.
Sports:

being the gains and losses in respect of bets placed on sporting events in the year.

Gaming:

being the net win in respect of bets placed on casino, poker, bingo that have
concluded in the year, along with deposit charges debited to customer accounts.

Corporate assets which are not directly attributable to the business activities of any operating segment
are not allocated to a segment.
The prior year comparatives have been re-stated to reflect the change in Management’s approach to
follow this one business line.
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1.17 Financial Instruments
Financial assets and financial liabilities are recognised when a Group entity becomes a party to the
contractual provisions of the instruments.
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in profit or loss.
1.17.1 Non-Derivative Financial Instruments
Non-derivative financial instruments comprise trade and other receivables, cash and cash
equivalents, loans and borrowings, and trade and other payables. Non-derivative financial
instruments are recognised initially at fair value, plus, for instruments not at fair value through
profit or loss, any directly attributable transaction costs. Subsequent to initial recognition,
non-derivative financial instruments are measured at amortised cost using the effective interest
method. Provisions for impairment are made against financial assets if considered appropriate
and any impairment is recognised in profit or loss.
1.17.2 Cash and Cash Equivalents
Cash and cash equivalents comprise cash balances and any balances with payment processors
that are repayable on demand. Bank overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are included as a component of cash and cash
equivalents for the purpose of the statement of cashflows.
Accounting for financial income and financial expenses are discussed in notes 1.14 and 1.12
respectively.
1.17.3 Impairment of Financial Assets
Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired when there is objective evidence that, as a result
of one or more events that occurred after the initial recognition of the financial asset, the
estimated future cashflows of the investment have been affected.
Objective evidence of impairment could include:
•

significant financial difficulty of the issuer or counterparty; or

•

breach of contract, such as a default or delinquency in interest or principal payments; or

•

it becoming probable that the borrower will enter bankruptcy or financial
re-organisation; or

•

the disappearance of an active market for that financial asset because of financial
difficulties.

1.18 Equity
Equity comprises the following:
‘Share capital’ represents the nominal value of equity shares.
‘Share premium’ represents the excess over nominal value of the fair value of consideration received
for equity shares, net of expenses of the share issue.
‘Retained earnings’ represents retained profits.
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‘Merger reserve’ arose on the re-domiciliation of the Group from Luxembourg to The Isle of Man. It
consists of the pre- redomiciliation reserves of the Luxembourg company plus the difference in the
issued share capital (31,135,762 share at €0.01 versus 31,135,762 shares at €1.24).
‘Translation reserve’ represents exchange differences on translation of foreign subsidiaries recognised
in other comprehensive income.
1.19 Adoption of new and revised International Financial Reporting Standards
The IFRIC interpretations, amendments to existing standards and new standards that are mandatory
and relevant for the Group’s accounting periods beginning on or after 1 January 2013 have been
adopted. The following new standards and interpretations have been adopted in the current period but
have not impacted the reported results or the financial position:
•

IFRS 13 Fair Value Measurement – The Group has applied IFRS 13 for the first time in the
current year. IFRS 13 establishes a single source of guidance for fair value measurements and
disclosures about fair value measurements. The scope of IFRS 13 is broad, the fair value
measurement requirements of IFRS 13 apply to both financial instrument items and
non-financial instrument items for which other IFRSs require or permit fair value
measurements and disclosures about fair value measurements, except for share-based payment
transactions that are within the scope of IFRS 2 Share-based Payment, leasing transactions that
are within the scope of IAS 17 Leases, and measurements that have some similarities to fair
value but are not fair value.

•

Amendments to IAS 1 Presentation of items of Other Comprehensive Income – The Group has
applied the amendments to IAS 1 Presentation of Items of Other Comprehensive Income for
the first time in the current year. The amendments introduce new terminology, whose use is not
mandatory, and the Group have chosen not to rename the statement of comprehensive income
and income statement. The amendments to IAS 1 retain the option to present profit or loss and
other comprehensive income in either a single statement or in two separate but consecutive
statements. However, the amendments to IAS 1 require terms of other comprehensive income
to be grouped into two categories in the other comprehensive income section: (a) items that will
not be reclassified subsequently to profit or loss and (b) items that may be reclassified
subsequently to profit or loss when specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the same basis. The amendments have
been applied retrospectively, and hence the presentation of items of other comprehensive
income has been modified to reflect the changes. Other than the above mentioned presentation
changes, the application of the amendments to IAS 1 does not result in any impact on profit or
loss, other comprehensive income and total comprehensive income.

1.20 Standards in Issue, not yet effective
Standards, Amendments and Interpretations that are mandatory for the Group’s accounting periods
beginning on or after 1 January 2014 and have not been adopted early by the Group are as follows:
•

IFRS 9 Financial Instruments

The following Standards are not likely to have a material impact on the Group’s or Company’s
financial statements:
•

IFRS 10 Consolidated Financial Statements

•

IFRS 11 Joint arrangements

•

IFRS 12 Disclosure of interest in other entities

•

IAS 27 (Revised) Separate financial statements

•

IAS 28 (Revised) Investments in associates and joint ventures
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•

IAS 32 (Revised) Financial instruments: Presentation

•

IAS 36 (Revised) Impairment of assets

•

IAS 39 (Revised) Financial instruments: Recognition and measurement

1.21 Restatements
The Group has made two restatements in the period.
Net Gaming Revenue
Betting duties and similar taxes and charge-backs have been restated to be recognised as a ‘Cost of
Sale.’ ‘Net Gaming Revenue’ is now measured at the fair value of consideration received or receivable
net of promotional bonuses only.
Technology costs
Technology costs relating to the provision of sports data have been restated from ‘Cost of Sales’ to
‘Operating Costs,’ as it is judged that they are more representative of the contractual commitment
being expressed as expenditure as opposed to cost of sales.
The comparative figures for the financial year ending 2012 have been restated as below for these
restatements.
Original
€000’s
Revenue
Cost of sales
Operating costs

59,596
(24,513)
(22,049)
––––––––
13,034

Operating profit

2.

––––––––

Restatements
€000’s
729
664
(1,393)
––––––––
–

––––––––

Restated
€000’s
60,325
(23,849)
(23,442)
––––––––
13,034

––––––––

SEGMENTAL REPORTING

Management follows one business line with two operating segments, being Sports and Gaming segmenting
the revenues. These operating segments are monitored and strategic decisions are made on the basis of
overall operating results.
Management also monitors revenue by geographic location of its customers, monitoring performance in
Europe and Latin America.
2.1

Geographical Analysis
The Group’s revenues and other income from external customers are divided into the following
geographic areas:

Europe
Latin America and Emerging Markets
Total

2013
€000’s

2012
€000’s

146,458
21,949
––––––––
168,407

49,472
10,853
––––––––
60,325

––––––––

––––––––

The total non-current assets (other than financial instruments, investments accounted for using the
equity method, deferred tax assets and post-employment benefit assets) located in Europe is
€146,381,000 (2012: €57,026,000) and the total located in other regions is €8,387,000 (2012:
€9,067,000).
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The total deferred tax asset located in Europe is €nil (2012: €83,000). There are no deferred tax assets
in other regions.
Revenues from external customers in the Group’s domicile, Europe, as well as its major markets,
Europe and Latin America, have been identified on the basis of the customer’s geographical location.
Non-current assets are allocated based on their physical location. The above table does not include
discontinued operations, for which revenue and assets can be attributed to Europe.
2.2

Reporting by Segment
Notes
STATEMENT OF TURNOVER
Sports wagers
Sports margin
Gross margin
Sports NGR
Gaming NGR

Revenue recognised by GVC
Revenue recognised by B2B partners (up until
19 March 2013)

2013
€000’s

2012
€000’s

1,169,505
9.6%
112,081
90,823
89,750
––––––––
180,573
––––––––
168,407

518,931
11.3%
58,647
50,621
56,566
––––––––
107,143
––––––––
60,325

12,166
––––––––
180,573

46,818
––––––––
107,143

168,407
(65,776)
––––––––
102,631
61%

60,325
(23,849)
––––––––
36,476
60%

(32,507)
(2,523)
(19,795)
(5,146)
(2,427)
(1,934)
––––––––
38,299
(19,711)
(730)
––––––––
17,858
(3,740)
627
(11)
(43)
(1,677)
––––––––
13,014
(711)
––––––––
12,303

(10,811)
(1,177)
(2,856)
(1,909)
(3,925)
(346)
––––––––
15,452
208
(79)
––––––––
15,581
(2,547)
2
–
–
(2,206)
––––––––
10,830
(480)
––––––––
10,350

––––––––

SEGMENTAL REPORTING
Total revenue
Variable costs
Contribution
Contribution margin
Other operating costs
Personnel expenditure
Professional fees
Technology costs
Office, travel and other costs
Third party service costs
Foreign exchange differences

––––––––

4

Clean EBITDA
Exceptional items
Share option charges

4
4

EBITDA
Depreciation and amortisation
Financial income
Financial expense
Finance lease interest
Unwinding of discount on deferred consideration

4
5
5
5
5

Profit before tax
Taxation

6

Profit after tax from continuing operations
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––––––––

––––––––

Notes
NET ASSETS
Non-current assets

154,768
––––––––
44,570
(44,291)
––––––––
279
––––––––
(13,951)
141,096
––––––––
199,338
––––––––
(58,242)

Current assets
Current liabilities
Net current assets
Non-current liabilities
Net assets
Total assets
Total liabilities

2.3

2013
€000’s

66,176
––––––––
24,931
(20,353)
––––––––
4,578
––––––––
(12,283)
58,471
––––––––
91,107
––––––––
(32,636)

––––––––

––––––––

€000’s

Total
€000’s

Performance Summary

Revenue
H2-2013
H1-2013

95,744
72,663
––––––––
168,407

FY-2013
H2-2012
H1-2012

30,699
29,626
––––––––
60,325

FY-2012

––––––––

Contribution
H2-2013
H1-2013

57,081
45,550
––––––––
102,631

FY-2013
H2-2012
H1-2012

18,801
17,675
––––––––
36,476

FY-2012

––––––––

Clean EBITDA
H2-2013
H1-2013

20,499
17,800
––––––––
38,299

FY-2013
H2-2012
H1-2012

7,776
7,676
––––––––
15,452

FY-2012

3.

2012
€000’s

––––––––

CONTRACT WITH EAST PIONEER CORPORATION B.V.

As part of the agreement between the Group and EPC the Group agreed to guarantee the performance of
EPC’s obligations to SBT and therefore entered into the acquisition agreement alongside EPC as its
guarantor. A contingent liability has been disclosed in respect of this guarantee as detailed in note 25. The
Group mitigated this liability following the acquisition of Sportingbet PLC on the 19 March 2013. As the
fair value of the contingent liability was €nil at both 31 December 2012 and 19 March 2013, there is no
charge or credit to the income statement arising from this pre-existing relationship.
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4.

OPERATING COSTS
Notes

Wages and salaries, including Directors remuneration
Amounts paid to long term contractors
Compulsory social security contributions
Compulsory pension contributions
Health and other benefits
Recruitment and training
Personnel expenditure (excluding share option charges)
Professional fees
Technology costs
Office, travel and other costs
Third party service costs*
Foreign exchange differences
Other operating costs
Share option charges
Exceptional items
Depreciation
Amortisation

*

4.1

4.1

2013
€000’s
24,776
3,763
1,794
751
701
722
––––––––
32,507
2,523
19,795
5,146
2,427
1,934
––––––––
64,332
730
19,711
504
3,236
––––––––
88,513

––––––––

provided to Betboo by external providers

2012
€000’s
8,700
868
718
195
45
285
––––––––
10,811
1,177
2,856
1,909
3,925
346
––––––––
21,024
79
(208)
248
2,299
––––––––
23,442

––––––––

Exceptional Items
The Group incurred expenditure on exceptional items (as defined in accounting policy note 1.13).
These are items which are both exceptional in size and nature.
Notes

2013
€000’s

2012
€000’s

Costs arising on the acquisition of Sportingbet PLC
– Legal advice
– Nominated advisors
– Reporting accountants
– Other professional fees

a
a
a
a

Total of professional fees
– Underwriting
– Stamp duty and stock exchange fees
– Transaction success bonuses

a
a
a

3,428
1,210
938
822
––––––––
6,398
810
639
1,444
––––––––
9,291
––––––––
9,017
2,855
––––––––
11,872
––––––––

–
–
–
–
––––––––
–
–
–
–
––––––––
–
––––––––
–
–
––––––––
–
––––––––

(1,452)
–
––––––––
19,711

–
(208)
––––––––
(208)

Transaction costs
Redundancies, retentions and similar
Contract buyouts

a
a

Restructuring costs
Economic benefit from the management of the Sportingbet
Spanish business
Boss dispute

b
c

––––––––
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Notes
a.

On 19 March 2013, the Group completed the acquisition of Sportingbet PLC. Professional fees attributable to the
acquisition and subsequent costs restructuring the Sportingbet business have been treated as exceptional items.
Professional fees associated with the acquisition and incurred by Sportingbet amounted to €8,624,000 (£7,396,000).
These have been included in the acquisition balance sheet (note 11) as liabilities.

b.

As part of the Group’s acquisition of Sportingbet PLC, a call option was granted to William Hill PLC over certain assets
of Sportingbet’s Spanish business. The call option assets were:
(i)

the Spread Your Wings Spain PLC (“SYWS”) Customer List;

(ii) the SYWS Customer Balances;
(iii) the entire issued share capital of SYWS; and
(iv) the entire issued share capital of Asesores en Tecnología y Diseño, S.L. (“ATD”).
William Hill exercised the call option over all of the call option assets, as a result the Group was entitled to receive the
economic benefit of the assets until 16 September 2013. As explained in note 26.8, the Group does not consider that it
exercised control over the Spanish business in this period and its results have not therefore been consolidated. The benefit
to the Group arising from the management fee earned in the period has been shown as exceptional income.
c.

4.2

The Group had been in a number of legal disputes with Boss Media and these have now ended. The net costs incurred
by the Group relating to these disputes has been taken as an exceptional item.

Employees
The average monthly number of persons (including Directors) employed by the Group during the year
was:

Number of personnel
With employment contracts or service contracts
Contractors

5.

2013

2012

556
49
––––––––
605

153
7
––––––––
160

––––––––

––––––––

2013
€000’s

2012
€000’s

FINANCIAL INCOME AND EXPENSES

Discount on non-interest bearing loan (see note 16)
Unwinding of discount on non-interest bearing loan (see note 16)
Net discount on non-interest bearing loan
Financial income – interest income

Financial expense – interest payable
– Finance lease interest (see note 18)
– Unwinding of discount on deferred consideration (see note 12)
– Other expense

780
(186)
––––––––
594
33
––––––––
627

–
–
––––––––
–
2
––––––––
2

(43)
(1,677)
(11)
––––––––
(1,731)

–
(2,206)
–
––––––––
(2,206)

––––––––
––––––––

6.

––––––––
––––––––

TAXATION

Current tax for the current and prior periods is classified as a current liability to the extent that it is unpaid.
Amounts paid in excess of amounts owed are classified as a current asset. There is a current tax liability from
continuing operations of €711k (net of tax receivable amounts) at 31 December 2013 (2012: Current tax
liability from continuing operations of €480k (net of tax receivable amounts)).
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Current tax expense
Current year
Prior year
Deferred tax
Origination and reversal of temporary differences
Total income tax expense in income statement

2013
€000’s

2012
€000’s

524
104
––––––––
628

410
70
––––––––
480

83
––––––––
711

–
––––––––
480

––––––––

––––––––

The tax for the year is different from that which would result from applying the standard rate of Corporation
Tax in the UK (23.25%, 2012: 24.5%*). A reconciliation is shown below:
Profit before tax
Income tax using the domestic corporation tax rate
Effect of tax rates in foreign jurisdictions (rates decreased)
Expenses not deductible for tax purposes
Utilisation of tax losses
Tax losses for which no deferred tax assets have been recognised
Adjustment in respect of prior years – corporation tax
Adjustment in respect of prior years – deferred tax
Capital allowances for the period in excess of depreciation

*

6.1

13,014
3,025
(3,603)
(293)
(265)
1,666
104
83
(6)
––––––––
711

10,830
2,653
(2,460)
504
(242)
31
70
–
(76)
––––––––
480

––––––––

––––––––

From 1 April 2013 the UK Corporation Tax rate changed from 24% to 23% and from 1 April 2014 the rate will reduce to 21%.

Taxation Amounts Recognised in the Balance Sheet
Current Tax
Payable
€000’s
Balances at 1 January 2012
Paid/(received) during the year ended
31 December 2012
Charge in income statement
for prior years
(Charge)/credit in income statement for
the year ended 31 December 2012
Balances at 31 December 2012
Balances at 1 January 2013
Paid/(received) during the year ended
31 December 2013
(Charge)/credit acquired on acquisition
Credit/(charge) in income statement
for prior years
(Charge)/credit in income statement for
the year ended 31 December 2013
Balances at 31 December 2013

Deferred Tax

Receivable
€000’s

Asset
€000’s

Liability
€000’s

Total
€000’s

(1,771)

1,529

83

–

(159)

1,946

(1,529)

–

–

417

(70)

–

–

–

(70)

(1,290)
––––––––
(1,185)

943
––––––––
943

–
––––––––
83

–
––––––––
–

(347)
––––––––
(159)

(1,185)

943

83

–

(159)

1,268
(820)

(832)
409

–
–

–
–

436
(411)

(111)

(83)

–

(187)

–
––––––––
–

(524)
––––––––
(845)

–––––––– –––––––– –––––––– –––––––– ––––––––
7

(1,992)
––––––––
(2,722)

1,468
––––––––
1,877

–
––––––––
–

–––––––– –––––––– –––––––– –––––––– ––––––––

Tax reclaimable represents a portion of the tax paid by Maltese entities in the Group which is
refundable by the Maltese tax authorities to the parent company shortly after the submission of the
audited accounts and tax computation for the company the tax is payable in.
Unrelieved tax losses remain available to offset against future trading profits. Should suitable taxable
profits arise, these losses would represent a deferred tax asset of approximately €931,000.
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7.

DISCONTINUED OPERATIONS

On 10 April 2012, the Group announced that it had entered into an arrangement to dispose of its Betaland
business to a third party for a nominal sum. The declining profitability of Betaland led the Board to conclude
that it was no longer in the shareholders’ interests for the Group to continue to own this business, the disposal
was completed on 4 May 2012. At the time of disposal the net assets of this business were nil. The results
from Betaland are shown below:
2013
€000’s
Net gaming revenue
Cost of sales

–
–
––––––––
–
–
––––––––
–
–
––––––––
–
–
––––––––
–
–
–
––––––––
–
–
––––––––
–

Gross profit
Marketing and revenue shares
Contribution
Other operating costs
Clean EBITDA/cashflow from operating activities
Exceptional items
EBITDA
Depreciation and amortisation
Financial income and expenses
Loss before tax
Tax
Loss after tax

––––––––

2012
€000’s
4,500
(1,451)
––––––––
3,049
(2,995)
––––––––
54
(1,059)
––––––––
(1,005)
–
––––––––
(1,005)
(173)
1
––––––––
(1,177)
63
––––––––
(1,114)

––––––––

There were no cashflows from financing or investing activities in the period before disposal.
8.

EARNINGS PER SHARE

8.1

Basic Earnings Per Share and Basic Earnings Per Share Before Exceptional Items
Basic earnings per share has been calculated by taking the profit attributable to ordinary shareholders
and dividing by the weighted average number of shares in issue. Basic earnings per share from
continuing operations before exceptional items has been calculated by taking the profit attributable to
ordinary shareholders and adding back the cost of exceptional items in the year and dividing by the
weighted average number of shares in issue.

Profit for the year from continuing operations attributable
to ordinary shareholders
Loss for the year from discontinued operations attributable
to ordinary shareholders
Profit for the year attributable to ordinary shareholders
Weighted average number of shares
Basic earnings from continuing operations (in €)
Basic earnings from discontinued operations (in €)
Basic earnings per share (in €)

2013

2012

12,303,000

10,350,000

–
12,303,000
––––––––––
54,586,391
––––––––––
0.225
–
––––––––––
0.225

(1,114,000)
9,236,000
––––––––––
31,553,164
––––––––––
0.328
(0.035)
––––––––––
0.293

19,711,000

(208,000)

–––––––––– ––––––––––

Exceptional items
Profit for the year from continuing operations attributable
to ordinary shareholders before exceptional items
Basic earnings per share from continuing operations before
exceptional items (in €)
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32,014,000

10,142,000

0.586

0.321

–––––––––– ––––––––––

8.2

Diluted Earnings Per Share and Diluted Earnings Per Share Before Exceptional Items
Diluted earnings per share has been calculated by taking the profit attributable to ordinary
shareholders and dividing by the weighted average number of shares in issue as diluted by share
options. Diluted earnings per share from continuing operations before exceptional items has been
calculated by taking the profit attributable to ordinary shareholders and adding back the cost of
exceptional items and dividing by the weighted average number of shares in issue, as diluted by share
options.

Profit for the year from continuing operations attributable
to ordinary shareholders
Loss for the year from discontinued operations attributable
to ordinary shareholders
Profit for the year attributable to ordinary shareholders
Weighted average number of shares
Effect of dilutive share options
Weighted average number of dilutive shares
Diluted earnings from continuing operations (in €)
Diluted earnings from discontinued operations (in €)
Diluted earnings per share (in €)
Exceptional items
Profit for the year from continuing operations attributable
to ordinary shareholders before exceptional items
Diluted earnings per share from continuing operations
before exceptional items (in €)
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2013

2012

12,303,000

10,350,000

–
12,303,000
––––––––––
54,586,391
1,419,914
56,006,305
––––––––––
0.220
–
––––––––––
0.220

(1,114,000)
9,236,000
––––––––––
31,553,164
505,663
32,058,827
––––––––––
0.323
(0.035)
––––––––––
0.288

19,711,000

(208,000)

–––––––––– ––––––––––
32,014,000

10,142,000

0.572

0.316

–––––––––– ––––––––––

9.

PROPERTY, PLANT AND EQUIPMENT
Leased
Plant and
Equipment
€000’s

Cost
At 1 January 2012
Additions
Disposals
At 1 January 2013
Additions
Acquisitions – Sportingbet PLC
Acquisitions – Gomifer S.A.
At 31 December 2013
Depreciation
At 1 January 2012
Depreciation charge for the year
Disposals
At 1 January 2013
Depreciation charge for the year
Acquisitions – Sportingbet PLC
Acquisitions – Gomifer S.A.
Exchange differences
At 31 December 2013
Net Book Value
At 31 December 2012
At 31 December 2013

Owned
Plant and
Equipment
€000’s

Total
Plant and
Equipment
€000’s

Fixtures
and
Fittings
€000’s

Total
€000’s

–
–
–
––––––––
–
543
–
–
––––––––
543

728
412
(390)
––––––––
750
37
347
63
––––––––
1,197

728
412
(390)
––––––––
750
580
347
63
––––––––
1,740

1,168
80
(168)
––––––––
1,080
–
–
–
––––––––
1,080

1,896
492
(558)
––––––––
1,830
580
347
63
––––––––
2,820

–
–
–
––––––––
–
124
–
–
–
––––––––
124

498
211
(390)
––––––––
319
287
182
40
(1)
––––––––
827

498
211
(390)
––––––––
319
411
182
40
(1)
––––––––
951

928
98
(168)
––––––––
858
93
–
–
–
––––––––
951

1,426
309
(558)
––––––––
1,177
504
182
40
(1)
––––––––
1,902

–
––––––––
419

431
––––––––
370

431
––––––––
789

222
––––––––
129

653
––––––––
918

–––––––– –––––––– –––––––– –––––––– ––––––––

–––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– ––––––––
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10.

INTANGIBLE ASSETS

Cost
At 1 January 2012
Additions
Disposals
At 1 January 2013
Additions
Acquisitions – Sportingbet PLC
Acquisitions – Gomifer S.A.
Exchange differences
At 31 December 2013
Amortisation and Impairment
At 1 January 2012
Amortisation
Disposal
At 1 January 2013
Amortisation
Acquisitions – Sportingbet PLC
Acquisitions – Gomifer S.A.
Exchange differences
At 31 December 2013
Net Book Value
At 31 December 2012
At 31 December 2013

Leased
Software
Licence
€000’s

Owned
Software
Licence
€000’s

Total
Software
Licence
€000’s

Goodwill
€000’s

TradeNonmarks &
contractual
Trade Consulting &
Customer
Name
Magazine Relationships
€000’s
€000’s
€000’s

–
–
–
–––––––
–
827
–
–
–
–––––––
827

17,625
628
(873)
–––––––
17,380
4
5,601
17
7
–––––––
23,009

17,625
628
(873)
–––––––
17,380
831
5,601
17
7
–––––––
23,836

81,946
–
–
–––––––
81,946
–
84,221
–
–
–––––––
166,167

16,119
–
–
–––––––
16,119
–
946
–
–
–––––––
17,065

4,919
–
–
–––––––
4,919
–
–
–
–
–––––––
4,919

1,704
–
–
–––––––
1,704
–
675
–
–
–––––––
2,379

–
–
–
–––––––
–
243
–
–
–
–––––––
243

15,306
1,729
(873)
–––––––
16,162
2,203
645
6
1
–––––––
19,017

15,306
1,729
(873)
–––––––
16,162
2,446
645
6
1
–––––––
19,260

33,274
–
–
–––––––
33,274
–
–
–
–
–––––––
33,274

526
256
–
–––––––
782
313
–
–
–
–––––––
1,095

4,919
–
–
–––––––
4,919
–
–
–
–
–––––––
4,919

1,065
55,090
426
2,411
–
(873)
––––––– –––––––
1,491
56,628
477
3,236
–
645
–
6
–
1
––––––– –––––––
1,968
60,516

–
–––––––
584

1,218
–––––––
3,992

1,218
–––––––
4,576

48,672
–––––––
132,893

15,337
–––––––
15,970

–
–––––––
–

213
65,440
––––––– –––––––
411 153,850

––––––– ––––––– ––––––– ––––––– –––––––

––––––– ––––––– ––––––– ––––––– –––––––
––––––– ––––––– ––––––– ––––––– –––––––

–––––––

–––––––
–––––––

Total
€000’s
122,313
628
(873)
–––––––
122,068
831
91,443
17
7
–––––––
214,366

––––––– –––––––

––––––– –––––––
––––––– –––––––

10.1 Amortisation
The amortisation for the year is recognised in the following line items in the income statement.

Net operating expenses
Discontinued activities

2013
€000’s

2012
€000’s

3,236
–
––––––––
3,236

2,299
112
––––––––
2,411

––––––––

––––––––

10.2 Impairment Tests for Cash-Generating Units Containing Goodwill and Trademarks
An Impairment Review of the Group’s goodwill was carried out for the year ended 31 December
2013. The goodwill relates to Betboo, CasinoClub and Sportingbet. The carrying values of the assets
were compared with the recoverable amounts, the recoverable amount was estimated based upon a
value in use calculation, based upon management forecasts for the years ending 31 December 2014
and up to 31 December 2018. The assumptions detailed below have been determined based on past
experience in this market which the Group’s management believes is the best available input for
forecasting this market.
Betboo
Significant growth is expected in the short-term reducing to 20% annual growth by 2017, a long-term
growth rate of 2% was used from 2018 to reflect the likely competitive pressures. A discount rate of
35% was used, based on the internal rate of return of the Betboo acquisition. It was concluded that the
carrying value of the goodwill and trademarks was not impaired.
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CasinoClub
A long-term growth rate of 2% was used to reflect the increasing competitive pressures from large
online gaming companies. A discount rate of 17.2% was used, based on company specific pre-tax
weighted average cost of capital. Having performed appropriate sensitivity analysis on the key
assumptions (including reducing the growth rate to nil and increasing the discount rate to 22%), it was
concluded that the carrying value of the goodwill and trademarks was not impaired.
Sportingbet
A long-term growth rate of 3% has been applied to reflect the likely competitive pressures from other
large online gaming companies. A discount rate of 20% was used and a sensitivity analysis carried out
including increasing the discount to 30%. It was concluded that the carrying value of the goodwill and
trademarks was not impaired.
The following units have significant carrying amounts of goodwill:

Betboo
CasinoClub
Sportingbet
Total Goodwill
11.

2013
€000’s

2012
€000’s

8,333
40,339
84,221
––––––––
132,893

8,333
40,339
–
––––––––
48,672

––––––––

––––––––

ACQUISITION OF SPORTINGBET PLC AND GOMIFER S.A

11.1 Sportingbet PLC
On 19 March 2013, the Group completed the acquisition of Sportingbet PLC in order to acquire
market-leading software, and customers in over 20 additional markets. Under a court approved
Scheme of Arrangement, it excluded the Australian business of Sportingbet which was acquired by
William Hill PLC. References to Sportingbet in this statement exclude Australia. GVC Holdings PLC
are identified as the acquirer in accordance with IFRS 3.
The Group issued 29,018,075 shares at 248p* as consideration, booked at 19 March 2013 exchange
rate of £1 = €1.1661, this amounted to €83,918,184 to acquire 100% of the issued share capital of
Sportingbet PLC.
The fair value of consideration comprised the following:
€000’s
Fair value of consideration transferred
Recognised amounts of identifiable net assets:
Non-current assets
– Property, plant and equipment
– Intangible assets
– Trade names
– Customer list
– Software
– Goodwill

83,918
Useful economic life
3 years
3 years
5 years
2 years
3 years
Indefinite

165
769
946
675
4,187
84,221
––––––––
90,963

––––––––

*

In accordance with IFRS3 – Business Combinations, the price at the date of completion of the acquisition on 19 March
2013 is used as the basis for the fair value of consideration transferred.

188

€000’s
Current assets
– Trade and receivables
– Cash and cash equivalents*

21,700
64,792
––––––––
86,492
––––––––

Current liabilities
– Trade and other payables
– Bank borrowings and similar
– Income taxes payable
– Other taxation liabilities

(55,066)
(31,384)
(820)
(6,267)
––––––––
(93,537)
––––––––
(7,045)
––––––––
83,918

Net current liabilities
Net position
*

––––––––

includes €42,562,000 (£36,500,000) received from William Hill PLC as a contribution into the scheme of arrangement
pool towards the settlement of acquisition liabilities in the Sportingbet Group.

The receivables acquired (which principally comprised trade receivables) in the acquisition with a fair
value of €21.7 million had gross contractual amounts of €21.7 million. The best estimate at
acquisition date of the contractual cashflows not expected to be collected were €21.7 million.
Goodwill
Goodwill of €84,221,000 is primarily related to expected future profitability following the
restructuring of Sportingbet, growth expectations from utilising the Sportingbet software platform
throughout the group including the provision of services to B2B partners and expected cost synergies.
Pre-existing relationships
In considering the impact of the acquisition of Sportingbet and its contracts with East Pioneer
Corporation (“EPC”) with whom the group had pre-existing contracts relating to the Superbahis
business, the group re-evaluated its contract with EPC in accordance with IFRS 3. In so doing it
considered the services provided, the risks associated with the provision of those services and the
expected financial reward for their provision and concluded the existing contract remained on terms
no more or less favourable to market conditions than on its outset. Therefore, no gain or loss on
settlement is recognised in profit or loss.
Transaction costs
As part of the transaction costs the Group incurred €6,398,000 of legal and professional fees in
acquiring the business. These costs have been excluded from the consideration transferred and have
been recognised as an expense in profit or loss in the current year within ‘exceptional items.’ See
note 4.1 for details.
Contribution to Group results
Sportingbet recorded total revenue of €74.7m and generated a Clean EBITDA of €4.7 million and
incurred a loss before tax of €15.7 million for the period from acquisition to 31 December 2013. If
Sportingbet had been acquired on 1 January 2013, Group revenue for the year would have increased
by €27.3 million and it would have contributed an additional loss before tax of €8.4 million.
11.2 Gomifer S.A.
On 1 October 2013 following the migration of the Betboo business to the Sportingbet trading platform
(see note 12), the Group acquired Gomifer S.A. from the founders of the Betboo business for $1 plus
the net asset value of the business at the date of transfer.
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The fair value of net assets acquired are as follows:
€000’s
Useful economic life
3 years
3 years

Non-current assets
– Property, plant and equipment
– Intangible assets

Current assets
– Trade and receivables
– Cash and cash equivalents

23
11
–––––––
34
–––––––
61
14
–––––––
75
–––––––

Current liabilities
– Trade and other payables

(58)
–––––––
17
–––––––
51

Net current assets
Net assets acquired

–––––––

11.3 Net Cash Acquired Through Acquisition
The net cash acquired through acquisition is show below:
€000’s
Sportingbet PLC acquisition
Gomifer S.A. acquisition
Gomifer S.A consideration

64,792
14
(51)
–––––––
64,755

–––––––

12.

ACQUISITION OF BETBOO
2013
€000’s

Balance at 1 January
Unwinding of discount charged to income statement
Payments made
Balance at 31 December

12,283
1,677
(6,378)
––––––––
7,582

––––––––

2012
€000’s
12,940
2,206
(2,863)
––––––––
12,283

––––––––

On 2 July 2009, the Group acquired the trade and assets of betboo.com, a leading South American internet
gaming operator, offering, bingo, casino, poker and a sports betting product.
The terms of the acquisition were an initial payment of US$4 million (€2,840k) with the sellers able to earn
up to a further US$26 million depending on performance.
On 23 February 2011, the Group announced a change in the terms of the earn out. Under the new
arrangements:
•

From 1 July 2011 there will be 36 monthly payments of $156,944.

•

From 31 January 2012, there will be four annual payments equal to 25% of the Betboo NGR earned
in the previous fiscal year.

Management originally estimated the deferred consideration payable to be €8,963k, and the discount to be
€4,076k, resulting in the discounted value being €4,887k. The revised earn out results in total deferred
consideration increasing to €18,530k and the discount to €8,588k resulting in the new discounted value being
€9,942k.
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The fair values of the revised earn out has been estimated using cashflow projections for the 4 years to
31 December 2014, and discounted using the estimated weighted average cost of capital of 21%.
On 1 October 2013 the Betboo business migrated to the Sportingbet trading platform, the payments terms of
the earn-out changed from this date to the following.
•

Four consecutive monthly payments, with the first being in October 2013, of one quarter of
25 per cent of the Net Gaming Revenue for the period commencing 1 January 2013 and ending on
30 September 2013.

•

From 1 October 2013 there will be 9 monthly payments of €227,625 with the final payment in June
2014.

•

An earn-out dependent on certain revenue shares with a floor of €200,000 per month for the
40 months ending 31 January 2017. There are also further earn-out payments that stretch to the earlier
of:
(a)

the date on which the total earn-outs reach €21,381,227

(b)

40 months after 31 January 2017

•

The total earn-out cap remains at $30 million.

•

The exchange rate between the US Dollar and Euro has been fixed at 1 Euro = US$ 1.4031 making
the cap €21,381,227.

The fair values of the intangible assets acquired in the transaction and the impact of the revised earn-out are
as follows:
Year ended
31/12/2013
€000’s
Acquisition price of Betboo
Initial consideration
Deferred consideration

2,840
18,541
–––––––
21,381
289
–––––––
21,670

Acquisition costs
Fair value

–––––––

The deferred consideration has been discounted to reflect its fair value at the date of acquisition. The effect
of this discount will be unwound over the period of the deferral with a charge to the income statement
contained within interest expense. The expected impact of this over the earn-out period is shown below:
Prior
periods
€000’s
Balance at 1 January
–
Fair value of deferred consideration
9,942
Unwinding of discount charged
to income statement
3,941
Payments made
(943)
Payments anticipated
–
––––––––
Balance at 31 December
12,940

2012
€000’s

2013
€000’s

2014
€000’s

2015
€000’s

2016
€000’s

Total
€000’s

12,940
–

12,283
–

7,582
–

4,532
–

2,186
–

–
9,942

2,206
(2,863)
–
––––––––
12,283

1,677
(6,378)
–
––––––––
7,582

710
–
(3,760)
––––––––
4,532

54
–
(2,400)
––––––––
2,186

11
–
(2,197)
––––––––
–

8,599
(10,184)
(8,357)
––––––––
–

–––––––– –––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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Total payments to date and anticipated are as follows:
Total
€000’s
At acquisition
Up to 31 December 2013
Anticipated future payments

2,840
10,184
8,357
––––––––
21,381

Total (Cap $30,000,000 at 1.4031 = €21,381,227)
13.

––––––––

RECEIVABLES AND PREPAYMENTS

Balances with payment processors
Trade receivables
Other receivables
Loans and receivables
Prepayments

2013
€000’s

2012
€000’s

18,270
274
1,341
––––––––
19,885
3,694
––––––––
23,579

13,419
862
1,105
––––––––
15,386
1,970
––––––––
17,356

––––––––

––––––––

Payment processor balances described as receivables are funds held by third party collection agencies subject
to collection after one month, or balances used to make refunds to players.
Prepayments include payments as at 31 December 2013 for goods or services which will be consumed after
1 January 2014.
Payment processor debtor days:

On revenue per income statement:
Balance with payment processors
Revenue
Debtor days (balances with payment processors/revenue x 365 days)
On pro-forma revenue:
Balance with payment processors
Pro-forma revenue
Debtor days (balances with payment processors/revenue x 365 days)
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2013
€000’s

2012
€000’s

18,270
168,407
40 days

13,419
60,325
82 days

18,270
180,573
37 days

13,419
107,490
46 days

14.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents
Bank balances
Held in the following currencies
(in Euro equivalents at the balance sheet date):
Euro
US Dollars
British Pounds
Danish Kroner
Other

2013
€000’s

2012
€000’s

––––––––

18,808

––––––––

6,587
752
8,428
1,531
1,510
––––––––
18,808

5,566
862
165
–
39
––––––––
6,632

7,356
5,942
––––––––
13,298
5,510
––––––––
18,808
––––––––
0.309

–
1,712
––––––––
1,712
4,920
––––––––
6,632
––––––––
0.156

2013
€000’s

2012
€000’s

9,586
945
2,514
11,044
––––––––
24,089

13,777
–
–
3,493
––––––––
17,270

––––––––

Balances with customers:
– Restricted cash
– Other
Balances with customers
Own funds

––––––––

15.

––––––––

––––––––

TRADE AND OTHER PAYABLES

Other trade payables
Finance leases (see also note 18)
Non-interest bearing loan from William Hill PLC (see also note 16)
Accruals

––––––––

16.

6,632

––––––––

NON-INTEREST BEARING LOAN

As part of the Groups acquisition of Sportingbet PLC, a credit facility was made available to the Group by
William Hill PLC to fund working capital. At the 31 December 2013 the Group had drawn down €8,255,619
(£6,861,956) of this facility. The loan was revalued at the 31 December exchange rate of 1.2031.
IAS 39 Financial Instruments: Recognition and Measurement states that all loans and receivables should
initially be measured at their fair value. The loan has therefore been discounted at a rate of 4% and will be
unwound over the period of the loan.
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The facility is repayable in three instalments and should GVC declare dividends in excess of 58 €cents per
share, William Hill are entitled to receive an accelerated repayment equal to the excess of the actual dividend
over 58 €cents per share. The instalments as well as the impact of the discount are shown below:

Loan balance on initial recognition
Revaluation at 31 December exchange rate

(i)
(ii)
(iii)

the first instalment by no later than
31 December 2014;
the second instalment by no later than
31 December 2015; and
by no later than 30 June 2016, the
balance of the facility

Base
Currency
£000’s

Total
€000’s

6,862
–
––––––––
6,862
––––––––

8,020
236
––––––––
8,256
––––––––

2,287

2,752

2,752

–

2,287

2,752

–

2,752

2,288
––––––––
Loan balance before discount
6,862
Discount on recognition of the loan
–
Unwinding of discount at 31 December 2013
–
––––––––
Loan balance at 31 December 2013
–
Future discount
–
––––––––
6,862

––––––––

17.

Amount in Euros
Current
Non-current
liabilities
liabilities
€000’s
€000’s

2,752
––––––––
8,256
(780)
186
––––––––
7,662
594
––––––––
8,256

––––––––

–
––––––––
2,752
(424)
186
––––––––
2,514
238
––––––––
2,752

––––––––

––––––––

OTHER TAXATION PAYABLE

Employment related tax liabilities associated with Sportingbet
Social security
Betting taxes

2013
€000’s

2012
€000’s

2,264
1,402
516
––––––––
4,182

–
186
–
––––––––
186

––––––––

18.

2,752
––––––––
5,504
(356)
–
––––––––
5,148
356
––––––––
5,504

––––––––

COMMITMENTS UNDER OPERATING AND FINANCE LEASES

18.1 Finance Leases
The Group in the year entered into a finance lease for the purchase of computer hardware and software
together with support services for these, commencing in June 2013. As at the 31 December 2013 the
life outstanding on this lease was 2 years and 5 months. The average effective rate of borrowing for
the lease was 2.8%.
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The obligations under finance leases are:
2013
€000’s
Computer equipment
Software
Hardware and software support
Finance charges (€43k charge in 2013, €74k in future periods)
Total lease cost
Future finance charges
Recognised in trade payables
Recognised in long-term liabilities

543
827
753
117
––––––––
2,240
(74)
––––––––
2,166
––––––––
945
1,221
––––––––

2012
€000’s
–
–
–
–
––––––––
–
––––––––
–
––––––––
–
–
––––––––

Present value of minimum lease payments:
No later than one year
Later than one year and no later than five years
Total payments

945

–

1,295
––––––––
2,240

–
––––––––
–

––––––––

––––––––

18.2 Operating Leases
The Group leases various offices under non-cancellable operating leases. The leases have varying
terms, escalation clauses and renewal rights.
The future minimum lease payments under non-cancellable leases are as follows:

No later than one year
Later than one year and no later than five years

2013
€000’s

2012
€000’s

2,030
1,440
––––––––
3 470

192
234
––––––––
426

––––––––
19.

––––––––

SHARE CAPITAL AND RESERVES

19.1 Share Capital
On 21 May 2010 shareholders of Gaming VC Holdings S.A., approved a redomiciliation to The Isle
of Man which resulted, pari passu, in shareholders receiving shares with a nominal value of €0.01 in
GVC Holdings PLC. As a result of this transaction, GVC Holdings PLC acquired all the assets and
liabilities of Gaming VC Holdings S.A. Arising from this transaction was the creation of a Merger
Reserve. The various transfers into this reserve are shown in the Consolidated Statement of Changes
in Equity, see page 166.
The authorised and issued share capital is:

Authorised
Ordinary shares of €0.01 each
At 31 December – 80,000,000 shares (2012: 40,000,000 shares)*
Issued, Called Up and Fully Paid
At 31 December – 60,906,760 shares (2012: 31,592,172 shares)
*

2013
€000’s

2012
€000’s

800
––––––––

400
––––––––

609

––––––––

––––––––

The authorised share capital was increase as part of the Group’s acquisition of Sportingbet PLC
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316

The issued share capital history is shown below:

Balance at 1 January
Shares issued on initial listing in
2004
Share options exercised
– at £1.00
– at £1.26
– at £1.29
– at €0.01
Issue of shares for acquisition
Balance at 31 December

2004 to 2010

2011

2012

2013

–

31,135,762

31,469,095

31,592,172

31,135,762

–

–

–

–
–
–
–
–
––––––––––
31,135,762

233,333
100,000
–
–
–
––––––––––
31,469,095

–
–
123,077
–
–
––––––––––
31,592,172

–
165,000
31,513
100,000
29,018,075
––––––––––
60,906,760

–––––––––– –––––––––– –––––––––– ––––––––––

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company. However, should the Company not be
satisfied as to the true identity of the shareholders it can suspend the entitlement of those shareholders
to (a) vote at general meetings of the Company; and/or (b) to receive dividends.
19.2 Reserves

At 1 January 2013
Result for the year
Dividends paid
Issue of share capital
for Sportingbet
acquisition
Share option charge
Lapsed share options
Share options exercised
At 31 December 2013

Share
Capital
€000’s

Share
Premium
€000’s

Merger
Reserve
€000’s

Translation
Reserve
€000’s

Retained
Earnings
€000’s

Total
€000’s

316
–

611
–

40,407
–

–
359

17,137
12,303

58,471
12,662

–

–

–

–

(14,979)

(14,979)

290
–
–
3
––––––––
609

83,628
–
–
291
––––––––
84,530

–
–
–
–
––––––––
40,407

–
–
–
–
––––––––
359

–
736
(6)
–
––––––––
15,191

83,918
736
(6)
294
––––––––
141,096

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

The ‘Merger reserve’ arose on the re-domiciliation of the Group from Luxembourg to The Isle of
Man. It consists of the pre- redomiciliation reserves of the Luxembourg company plus the difference
in the issued share capital (31,135,762 share at €0.01 versus 31,135,762 shares at €1.24).
The Group’s capital management objectives are to ensure its ability to continue as a going concern
and to provide an adequate return to shareholders and benefits to other stakeholders by pricing
services commensurately with the level of risk, and maintaining an optimal capital structure to reduce
the cost of capital. The Group desires to pay not less than 75% of its net operating cashflows to
shareholders by way of dividends.
In order to maintain or adjust the capital structure, the Company may issue new shares, return capital
to shareholders, limit the amount of dividends paid, or sell assets.
Total equity employed at 31 December 2013 was €141.1 million (2012: €58.5 million).
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20.

DIVIDENDS

The dividend history from 2007 together with the dividend proposed by the Directors and paid after the
balance sheet date, but up to the date on which these financial statements were approved are shown below:
Date declared

Per share €c

01-May-07
01-Oct-07

19.30
20.00
––––––––

01-May-08
01-Oct-08

20.00
20.00
––––––––

01-May-09
01-Oct-09

20.00
20.00
––––––––

01-Jun-10
28-Sep-10

50.00
10.00
––––––––

28-Mar-11
29-Sep-11

10.00
10.00
––––––––

25-May-12
19-Sep-12

11.00
15.00
––––––––

25-Jan-13
01-Jul-13
25-Sep-13

7.00
10.50
10.50
––––––––

Shares
in issue

Amount €

Amount £

13.0000 31,135,762
13.9000 31,135,762

6,009,202
6,227,152

4,047,649
4,327,871

15.9000 31,135,762
15.8300 31,135,762

6,227,152
6,227,152

4,950,586
4,928,791

17.7700 31,135,762
18.2600 31,135,762

6,227,152
6,227,152

5,532,825
5,685,390

Per share £p

39.3

40.0

40.0
41.9600 31,135,762 15,567,881 13,064,566
8.7700 31,135,762 3,113,576 2,730,606
60.0
8.8400 31,469,095
8.6600 31,469,095

3,146,910
3,146,910

2,781,868
2,725,224

8.7835 31,592,172
12.0900 31,592,172

3,475,139
4,738,826

2,774,898
3,819,494

5.8950 31,592,172
9.0658 60,748,427
8.8161 60,848,427

2,211,452
6,378,585
6,389,085

1,862,359
5,507,331
5,364,458

20.0

26.0

28.0
09-Jan-14

11.50
––––––––
264.80

9.5833 60,906,760 7,004,277 5,836,878
––––––––
–––––––––– ––––––––––
217.1237
92,317,603 75,940,794

––––––––

––––––––

–––––––––– ––––––––––

On 9 April 2014, the Directors proposed a final quarterly dividend of 11.5 €cents augmented by a special
dividend of 4.5 €cents, to be payable on 19 May 2014 subject to shareholder approval at the Annual General
Meeting on 14 May 2014.
21.

SHARE OPTION SCHEMES

The Group has three share option schemes:
(a)

the ‘original’ scheme that has been in place since the IPO of GVC Holdings PLC’s predecessor
Gaming VC Holdings S.A and in which only 26,667 share options are outstanding

(b)

a ‘new’ scheme that was approved by shareholders on 21 May 2010 (the “21 May 2010 scheme”)
under which 1,600,000 share options remain outstanding

(c)

a further grant of options under the new scheme to three directors, approved by shareholders on
16 November 2011 (“16 November 2011 scheme”). A total of 1,600,000 shares under this scheme
were granted on 30 January 2012 at an exercise price of 154.79p.

Under the terms of the share option plans the Group can allocate up to 16.8% of the issued share capital
although it must take allowance of the 752,923 shares in issue as a consequence of the exercise of share
options.
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The following options to purchase €0.01 ordinary shares in the Company were granted, exercised, lapsed or
existing at the year end.

Date of Grant

Exercise
Price

15 May 2007
12 Dec 2008
21 May 2010
21 May 2010
21 May 2010
28 Jan 2012
16 Jan 2013
01 Feb 2013
28 Feb 2013

129p
126p
213p
1p
1p
154.79p
233.5p
233.5p
233.5p

Total all schemes

Existing at
1 January
2013

Granted Bought out
in the year in the year

Existing at Exercisable at
Exercised 31 December 31 December
in the year
2013
2013

31,513
191,667
1,675,000
100,000
100,000
1,600,000
–
–
–
–––––––––
3,698,180

–
–
(31,513)
–
–
(165,000)
–
–
–
–
–
(100,000)
–
(100,000)
–
–
–
–
166,666
–
–
166,667
–
–
166,667
–
–
––––––––– ––––––––– –––––––––
500,000
(100,000) (296,513)

–
26,667
1,675,000
–
–
1,600,000
166,666
166,667
166,667
–––––––––
3,801,667

–
26,667
1,675,000
–
–
933,333
166,666
166,667
166,667
–––––––––
3,135,000

Vesting
criteria
Note a
Note a
Note b
Note c
Note d
Note e
Note f
Note f
Note f

––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––

The existing share options at 31 December 2013 are held by the following employees:
Option price
Grant date

126p
12-Dec-08

213p
21-May-10

154.9p
28-Jan-12

233.5p
16-Jan-13

233.5p
01-Feb-13

233.5p
28-Feb-13

Total

Kenneth Alexander
–
Richard Cooper
26,667
Lee Feldman
–
Nigel Blythe-Tinker
–
Third parties
–
––––––––––
26,667

800,000
400,000
400,000
75,000
–
––––––––––
1,675,000

800,000
400,000
400,000
–
–
––––––––––
1,600,000

–
–
–
–
166,666
––––––––––
166,666

–
–
–
–
166,667
––––––––––
166,667

–
–
–
–
166,667
––––––––––
166,667

1,600,000
826,667
800,000
75,000
500,000
––––––––––
3,801,667

Notes:

––––––––– ––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––

(a) These awards were granted under the original scheme, on the first anniversary of the grant date, 25% of the option vests.
Thereafter, the balance of the option vests over three years, at 1/36th per month.
(b) These options were granted under the new scheme, it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse.
(c) These options were granted under the new scheme; it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse. The awards are
subject to a performance condition which will require the Company’s average share price over a period of 30 dealing days to
reach 300p per ordinary share before the initial awards are capable of being exercised.
(d) These options were granted under the new scheme, it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse. The awards are
subject to a performance condition which will require the Company’s average share price over a period of 30 dealing days to
reach 200p per ordinary share before the initial awards are capable of being exercised.
(e) These options were granted under the new scheme, it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse.
(f)

These options were granted to third parties as part of the Sportingbet acquisition following underwriting commitments made at
the time. The awards vested on the grant date and the options have the exercise price reduced by the value of any dividends
declared up to the point of exercise.

The charge to the consolidated income statement in respect of these options (excluding bought out options)
in 2013 was €736,000 (2012: €568,000), a credit to the income statement of €nil (2012: €489,000) in respect
of the lapsed options and a credit to the income statement of €6,000 (2012: €nil) in respect of the bought out
options.
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21.1 Weighted Average Exercise Price of Options
The number and weighted average exercise prices of share options is as follows:
Weighted
average
exercise
price
2013
Outstanding at the beginning of the year
Granted during the year
Exercised during the year
Bought out in the year
Lapsed during the year
Outstanding at the end of the year

Number of
options
2013

171p
233.5p
84p
1p

3,698,180
500,000
(296,513)
(100,000)

––––––
191p
––––––

–––––––––
3,801,667
–––––––––
3,135,000

Exercisable at the end of the year

Weighted
average
exercise
price
2012
161p
155p
129p
–
120p
––––––
171p
––––––

–––––––––

Number of
options
2012
3,271,257
1,600,000
(123,077)
–
(1,050,000)
–––––––––
3,698,180
–––––––––
1,785,679

–––––––––

The options outstanding at 31 December 2013 have a weighted average contractual life of 4.7 years
(2012: 5.7 years).
21.2 Valuation of Options
The fair value of services received in return for share options granted in 2013, 2012, 2010, and 2007
were measured by reference to the fair value of share options granted. The estimate of the fair value
of the services received is measured on a Binomial valuation model. The contractual life of the option
(10 years) is used as an input into this model. Expectations of early exercise are incorporated into the
Binomial model. The option exercise price for all individuals was the average market price on grant
date, with the exception of the options granted to third parties as part of the Sportingbet acquisition.
These were priced at the amount the Group offered as consideration for the purchase.
Fair value of share options and assumptions:

Date of grant
15 May 07
21 May 10
21 May 10
21 May 10
28 Jan 12
16 Jan 13
01 Feb 13
28 Feb 13

Share
price
at date
of grant*
(in £)
1.22
1.85
1.85
1.85
1.67
2.335
2.635
2.375

Exercise
price
(in £)

Expected
volatility

Exercise
multiple

Expected
dividend
yield

Risk
free
rate**

Fair
value at
measurement
date

50%
60%
60%
60%
58%
60%
60%
60%

2
2
2
2
2
2
2
2

8%
17%
17%
17%
20%
12.15%
12.15%
12.15%

5.33%
2.75%
2.75%
2.75%
2.19%
0.572%
0.572%
0.572%

0.40
0.39
0.05
0.59
0.33
0.58
0.76
0.61

1.29
2.13
0.01
1.50
1.5479
2.335
2.335
2.335

*

This is the bid price, not the mid-market price, at market close, as sourced from Bloomberg.

**

The measurement of the risk-free rate was based on rate of UK sovereign debt prevalent at each grant date over the
expected term of the option.

The expected volatility is based on the historic volatility (calculated based on the weighted average
remaining life of the share options), adjusted for any expected changes to future volatility due to
publicly available information. There are no market conditions associated with the share option
grants.
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22.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Group’s principal financial instruments as at 31 December 2013 comprise cash and cash equivalents.
The main purpose of these financial instruments is to finance the Group’s operations. The Group has other
financial instruments which mainly comprise receivables and payables, which arise directly from its
operations. Cash and cash equivalents and trade and other receivables have been classified as loans and
receivables and trade and other payables, and deferred consideration as financial liabilities measured at
amortised cost.
During the year, the Group did not use derivative financial instruments to hedge its exposure to foreign
exchange or interest rate risks arising from operational, financing and investment activities. The Group does
not hold or issue derivative financial instruments for trading purposes.
22.1 Market Risk
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates
which will affect the Group’s income or value of its holdings of financial instruments. Exposure to
market risk arises in the normal course of the Group’s business.
22.2 Foreign Exchange Risk
Foreign exchange risk arises from transactions, recognised assets and liabilities and net investments
in foreign operations. The Group does not use foreign exchange contracts to hedge its currency risk.
The Group dividend is declared in the Euro. Two weeks before the dividend is due to be paid, the
Company sells Euro and buys British Pounds for an amount equal to the dividend.
The Group has investments in foreign operations which are all denominated in Euros minimising the
Group’s exposure to currency translation risk.
22.2.1 Analysis of the Balance Sheet by Currency
Euro
€000’s

At 31 December 2013

153,148
––––––––
14,875
1,877
–
6,587
––––––––
23,339
––––––––
(13,930)
(5,767)
(2,500)
(772)
––––––––
(22,969)
––––––––
370

Non-current assets
Receivables and prepayments
Tax reclaimable
Other taxes reclaimable
Cash and cash equivalents
Total current assets
Trade and other payables
Balances with customers
Taxation payable
Other taxation liabilities
Total current liabilities
Net current assets
Non-current liabilities
– Interest bearing loan and
borrowings
– Non-interest bearing loan
and borrowings
– Deferred consideration

–
–
(7,582)
––––––––
145,936

Total assets less total liabilities

GBP
€000’s
1,620
––––––––
5,144
–
281
8,428
––––––––
13,853
––––––––
(9,447)
(1,710)
(186)
(3,285)
––––––––
(14,628)
––––––––
(775)

Other
€000’s
–
––––––––
3,560
–
25
3,793
––––––––
7,378
––––––––
(712)
(5,821)
(36)
(125)
––––––––
(6,694)
––––––––
684

Total
€000’s
154,768
––––––––
23,579
1,877
306
18,808
––––––––
44,570
––––––––
(24,089)
(13,298)
(2,722)
(4,182)
––––––––
(44,291)
––––––––
279

(1,221)

–

(1,221)

(5,148)
–
––––––––
(5,524)

–
–
––––––––
684

(5,148)
(7,582)
––––––––
141,096

–––––––– –––––––– –––––––– ––––––––
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Euro
€000’s

At 31 December 2012
Non-current assets
Receivables and prepayments
Tax reclaimable
Cash and cash equivalents
Total current assets
Trade and other payables
Balances with customers
Taxation payable
Other taxation liabilities
Total current liabilities
Net current assets
Non-current liabilities
– Deferred consideration*
Total assets less total liabilities
*

GBP
€000’s

66,176
––––––––
10,608
943
5,566
––––––––
17,117
––––––––
(14,222)
(525)
(1,146)
(20)
––––––––
(15,913)
––––––––
1,204

–
––––––––
1,286
–
165
––––––––
1,451
––––––––
(2,662)
(59)
(38)
(128)
––––––––
(2,887)
––––––––
(1,436)

(12,283)
––––––––
55,097

–
––––––––
(1,436)

Other
€000’s
–
––––––––
5,462
–
901
––––––––
6,363
––––––––
(386)
(1,128)
(1)
(38)
––––––––
(1,553)
––––––––
4,810
–
–
––––––––
4,810

Total
€000’s
66,176
––––––––
17,356
943
6,632
––––––––
24,931
––––––––
(17,270)
(1,712)
(1,185)
(186)
––––––––
(20,353)
––––––––
4,578
(12,283)
––––––––
58,471

–––––––– –––––––– –––––––– ––––––––

priced in US Dollars but at a fixed Euro exchange rate.

A significant proportion of the Group’s financial assets and liabilities are denominated in
Euros, which minimises the Group’s exposure to foreign exchange risk. Management do not
consider the impact of possible exchange rate movements based on current market conditions
to be material to the net result for the year.
22.3 Interest Rate Risk
The Group earns interest from bank deposits. During the year, the Group held cash on deposits with
a range of maturities of less than three months. The Group had no committed borrowing facilities as
at 31 December 2013 (2012: €nil).
Management do not consider the impact of possible interest rate movements based on current market
conditions to be material to the net result for the year or the equity position at the year end for either
the year ended 31 December 2012 or 31 December 2013.
22.4 Credit Risk
The Group has seldom any significant concentrations of credit risk with exposure spread over a large
number of customers. The Group grants credit facilities to its customers and the maximum exposure
to credit risk is represented by the carrying amount of each financial asset in the balance sheet.
The Group has material exposure to credit risk through amounts owed by payment processors (third
party collection agencies) of €18.3 million (2012: €13.4 million) and cash balances held with banking
institutions of €18.8 million (2012: €6.6 million). The Group considers the credit risk associated with
these balances to be low, having assessed the credit ratings and financial strength of the
counter-parties involved. The Group is seeking to diversify its banking deposits to further reduce
credit risk.
No provision for impairment has been made at 31 December 2013 (2012: €nil). No receivable
amounts were past due date at 31 December 2013 (2012: €nil).
22.5 Liquidity Risk
At 31 December 2013, the Group had cash and cash equivalents of €18.8 million (2012: €6.6 million)
and considers liquidity risk to be low for the business. All financial liabilities at the year-end are due
within one year, with the exception of the deferred consideration on Betboo.
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22.6 Fair Values
The carrying amounts of the financial assets and liabilities, including deferred consideration in the
Balance Sheet at 31 December 2013 and 2012 for the Group and Company are a reasonable
approximation of their fair values. All trade and other receivables and payables have a maturity of less
than one year.
22.7 Summary of Financial Assets and Liabilities by Category
The carrying amounts of the Group’s financial assets and liabilities recognised at the balance sheet
date are categorised as follows:

Current assets:
Financial assets measured as loans and receivables:
– Trade and Other receivables
– Cash and cash equivalents
Total current assets
Current liabilities:
Financial liabilities measured at amortised cost:
– Trade and other payables
Non-current liabilities
– Interest bearing loans and borrowings
– Non-interest loans and borrowings
– Deferred consideration
Total non-current liabilities

23.

2013
€000’s

2012
€000’s

19,885
18,808
––––––––
38,693
––––––––

15,386
6,632
––––––––
22,018
––––––––

37,387
––––––––

18,982
––––––––

1,221
5,148
7,582
––––––––
13,951

–
–
12,283
––––––––
12,283

––––––––

––––––––

RELATED PARTIES

23.1 Identity of Related Parties
The Group has a related party relationship with its subsidiaries (see note 24), with its Directors and
executive officers and under the AIM rules with East Pioneer Corporation B.V. (see note 26.7).
23.2 Transactions with Directors and Key Management Personnel
Nigel Blythe-Tinker (stepped down from the board on 17 January 2014) is the Executive chairman of
Pentasia Limited, a leading recruiter in the field of internet gaming. During the year ended
31 December 2013, Pentasia provided recruitment services to various members of the Group to a
value of €15,000 (2012: €17,689).
Karl Diacono is the Chief Executive Officer of Fenlex Corporate Services Limited, a corporate service
provider incorporated in Malta. During the year ended 31 December 2013, Fenlex received €49,968
from the Group in relation to Company secretarial matters arising in Malta (2012: €55,391).
Richard Cooper received dividends during the year of €350. The wife of Richard Cooper received
dividends during the year of €59,850 (2012: €35,100) in respect of her interest in the ordinary share
capital of the Group.
Lee Feldman received dividends during the year of €23,786 (2012: €19,162) in respect of his
beneficial interest in the ordinary share capital of the Group. Lee Feldman is the Managing Partner of
Twin Lakes Capital, a private equity firm based in New York. During the year ended 31 December
2013, Twin Lakes Capital received £50,000 (€59,209) (2011: £50,000 (€62,697)) in relation to office
services.
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The wife of Kenneth Alexander received dividends during the year of €106,003 (2012: €81,467) in
respect of her interest in the ordinary share capital of the Group.
23.3 Transactions with Directors and Key Management Personnel
Details of the remuneration of key management are detailed below:

Salaries and employee benefits
Share based payments

2013
€000’s

2012
€000’s

6,916
348
––––––––
7,264

3,973
257
––––––––
4,230

––––––––

––––––––

Details of Directors’ remuneration is given in paragraph 15 of Part 10 of this document.
24.

GROUP ENTITIES

Significant subsidiaries

Country of incorporation

GVC Corporation B.V.*
Intera N.V.
GVC Sports B.V.
Gaming VC Corporation Limited
GVC Administration Services Limited
Sportingbet PLC
Interactive Sports (C.I.) Limited
Sportingbet Management Services Limited
Sportingbet (IT Services) Limited
Sportingbet (Product Services) Limited
Sporting Odds Limited

Netherlands Antilles
Netherlands Antilles
Netherlands Antilles
Malta
England and Wales
England and Wales
Alderney
England and Wales
England and Wales
England and Wales
England and Wales

*

25.

Ownership interest
2013
2012
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
N/A
N/A
N/A
N/A
N/A
N/A

also has a branch registered in Israel

CONTINGENT LIABILITIES

The Group, through its trading websites, offers progressive jackpots on slot machines.
25.1 CasinoClub Progressive Jackpots
CasinoClub offers an equivalent system in which only its own customers participate. This means that
CasinoClub make no contributions to the central fund as it builds up (since they are the only operator
in the scheme, this would serve no purpose) and, should a CasinoClub customer win the progressive
jackpot, there is no central fund to cover the payout so the cost of this would be taken directly to the
Income Statement in the period in which it would be won.
Across 44 games, the total of the available jackpots at 31 December 2013 was €7.4 million (2012:
37 games and total available jackpot of €6.6 million). The single largest jackpot available amounted
to €3.0 million from the slots game “Aladdin’s Lamp” (2012: €2.9 million).
The Group had no winners of a significant jackpot.
25.2 East Pioneer Corporation Guarantee
On 21 November 2011 the Group entered into a service agreement and guarantee relating to the
acquisition by East Pioneer Corporation B.V. (“EPC”) from Sportingbet PLC of Superbahis, a Turkish
language website. The maximum contingent liability under this agreement at inception was
€171 million. The Directors consider this has a fair value of €nil (2012: €nil).
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GVC continues to provide back office and support services to EPC. Following the acquisition of
Sportingbet PLC on the 19 March 2013 the Group now receives all payments of amounts from EPC
under the Business Purchase Agreement and other Transaction Documents and does not now offer any
guarantee of payments to legal entities outside of the Group.
26.

ACCOUNTING ESTIMATES AND JUDGEMENTS

The Directors discuss the development, selection and disclosure of the Group’s critical accounting policies
and estimates and the application of these policies and estimates.
In the application of the accounting policies, which are detailed in this note, the Directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these
estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the revision affects both current and future
periods. The estimates and assumptions, which have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are discussed below.
26.1 Intangible assets
For all acquisitions management has recognised separately identifiable intangible assets on the
Balance Sheet. These intangible assets have been valued based on expected future cashflow
projections from existing customers. The calculations of the value and estimated future economic life
of the assets involve, by the nature of the assets, significant judgement.
26.2 Customer liabilities
Customer liabilities represent cash held by the Group on behalf of customers. These are stated net of
an allowance for uncollected dormant balances. Management apply judgement calculating the
allowance by reference to player terms and conditions.
26.3 Receivables
Management apply judgement in evaluating the recoverability of receivables. To the extent that the
Board believes receivables not to be recovered they have been provided for in the financial statements.
26.4 Impairment of Goodwill and Trademarks
Determining whether goodwill and trademarks with an indefinite useful life are impaired requires an
estimation of the value in use of the cash-generating units. The value-in-use calculation requires the
entity to estimate the future cashflows expected to arise from the cash-generating unit and select a
suitable discount rate in order to calculate present value. Note 10.2 provides information on the
assumptions used in these financial statements.
The valuation work to assess the impairment of goodwill and intangible assets was conducted
internally by management.
26.5 Share Options
Accounting for share option charges requires a degree of judgement over such matters as dividend
yield, and expected volatility. Further details on the assumptions made by management are disclosed
in note 21.
26.6 Open Bets
The Directors review the scale and magnitude of open bets frequently, and in particular at the balance
sheet date. Assessments are made on whether to make provisions for the outcome of such open bets.
Management have assessed that the value of open bets at year end is not material.
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26.7 East Pioneer Corporation B.V.
On 21 November 2011 the Group entered into a B2B arrangement with East Pioneer Corporation B.V.
(“EPC”) to provide a suite of back office services to the company following EPC’s acquisition of
Superbahis, a business operated by Sportingbet PLC (“SBT”).
The terms of the contracts between SBT, EPC and the group are complex. Until 19 March 2013,
neither the Group nor EPC provided the platform or licensing, held the customers on their servers,
retained the brand nor set and controlled the sports book odds of the website. In return for the back
office services provided, the Group was entitled to receive income from EPC equating to a share of
the profits of the business. The Group does not, however, have any interest in the net assets or equity
of EPC which is an independently held entity. Prior to 19 March 2013, management asserted that the
group did not control any of the operating or financial policies of EPC. The Group did recognise there
are material transactions between itself and EPC and the provision of back office services necessitates
an interchange of management personnel and the provision of essential technical information between
EPC and the Group. Accordingly, such amounts due under the B2B transaction with EPC were
therefore included within revenue up to 19 March 2013.
Following the acquisition of Sportingbet PLC on 19 March 2013, the group now has the power to
govern the financial and operating policies of the Superbahis operations, delivers virtually all of the
services required to operate the business and in turn enjoys substantially all of the risks and rewards
arising from the performance of that business. On this basis, from this date, the Group considers it is
appropriate to consolidate the results of the Superbahis business of EPC within these financial
statements.
The Directors considered that the guarantee relating to the acquisition by EPC as referred to in note
25 had a fair value of €nil due to the uncertainty regarding the regulatory environment in which EPC
operates and also due to the fact that much of the cash used to fund such payments resides within
payment processor accounts operated by the Group.
In considering the impact of the acquisition of Sportingbet and its contracts with EPC with whom the
group had pre-existing contracts relating to the Superbahis business, the group re-evaluated its
contract with EPC in accordance with IFRS 3. In so doing it considered the services provided, the
risks associated with the provision of those services and the expected financial reward for their
provision and concluded the existing contract remained on terms no more or less favourable to market
conditions than on its outset.
26.8 Sportingbet PLC – Spanish Subsidiaries
Under a UK court sanctioned Scheme of Arrangement Sportingbet PLC was divided between the
assets to be acquired by William Hill PLC (mainly Australia and certain freehold property in
Guernsey) and other assets to be acquired by the Group. However, the subsidiary companies operating
the business in Spain, which are regulated, were not immediately included in the acquisition. The
arrangement included a provision for the temporary running of this business by the Group during a
transitional period post acquisition. This consisted of a call option for William Hill to purchase the
business six months post acquisition.
In the absence of an any scope exclusion within IAS 27 for subsidiaries acquired when control is
intended to be temporary, the Directors have considered whether, at the date of acquisition, GVC
Holdings PLC retained control over the Spanish business. IAS 27 presumes that where the Parent
owns more than half of the voting power of an entity then control is presumed to exist. However, it is
possible to demonstrate, in exceptional circumstances, that such ownership does not constitute control
of the business. Control is defined in IAS 27 as “the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities”.
Taking into account the Transfer Deed dated 12 March 2013, the Co-Existence Agreement dated
19 March 2013, and the Side Deed dated 5 September 2013; the Directors are satisfied that the
running of the Spanish business by GVC Holdings PLC was envisaged as a temporary transitional
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arrangement to allow an orderly migration of the Spanish business, and did not constitute the power
of governance. As part of the transition a Steering committee, comprised of members equally from
GVC Holdings PLC and William Hill coordinated the migration and supervision of the transitional
running of the Spanish business. In addition, certain obligations falling on GVC Holdings plc were
drafted limiting the actions that GVC Holdings PLC could take in respect of the Spanish business
during the transitional period.
Therefore as the Group did not control the subsidiaries operating the business in Spain during the year,
results have not been included within the 2013 consolidated financial statements.
27.

GOING CONCERN

The Group’s business activities, together with the factors likely to affect its future performance and position
are set out in the Chairman’s, Chief Executive’s and Group Finance Director’s statements. Note 22 to the
financial statements sets out the Group’s financial risk management policies, and its exposure to credit risk
and liquidity risk.
The Directors have assessed the financial risks facing the business, and compared this risk assessment to the
net current assets position and dividend policy. The Directors have also reviewed relationships with key
suppliers and software providers and are satisfied that the appropriate contracts and contingency plans are in
place. The Directors have prepared income statement and cashflow forecasts to assess whether the Group has
adequate resources for the foreseeable future.
The Directors consider that the Group has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the
consolidated financial statements.
28.

SUBSEQUENT EVENTS

There have been no subsequent events between 31 December 2013 and the date of the signing of these
accounts that merit inclusion.
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Section D: GVC Holdings plc annual audited accounts 31 December 2012
DIRECTORS’ REPORT
The Directors present their report for GVC Holdings PLC and the audited financial statements for the year
ended 31 December 2012.
Principal Activities
GVC Holdings PLC was incorporated on 5 January 2010 in The Isle of Man. On 21 May 2010, it took over
the assets of Gaming VC Holdings S.A. after approval by the shareholders, and is now the holding company
of the Group.
Results and Dividends
The profit for the year attributable to ordinary shareholders after taxation amounted to €9,236,000 (2011:
loss of €145,000).
The Company is incorporated under the 2006 Isle of Man Companies Act. This act does not require the
Company to have distributable reserves for the purpose of declaring a dividend. The Act requires
the Directors to consider the solvency of the Company before making a dividend. A corollary of this is that
the matter of dividends is not required to be put before General Meeting.
The Group’s consolidated financial statements are set out on pages 211 to 215. For a more detailed review
of the Group’s result see the Report of the Chief Executive and the Report of the Group Finance Director.
Trading Review and Future Developments
The Directors are satisfied with the Group’s performance during 2012 and are confident that performance
will continue to improve during 2013 and beyond.
For a detailed review of the trading performance and future developments of the Group see the Chairman’s
Statement, Report of the Chief Executive and the Report of the Group Finance Director, which form part of
their reports.
Key Performance Indicators
For a more detailed review of the key performance indicators of the Group see the Report of the Chief
Executive.
Directors and their Interests
The Directors of the Company and their beneficial interest in the ordinary share capital of the Group are as
follows:
Ordinary shares of €0.01 each in
GVC Holdings PLC
Executive Directors
K Alexander
R Cooper
Non-Executive Directors
L Feldman
N Blythe-Tinker
K Diacono

25 March
2013

31 December
2012

31 December
2011

313,333
135,000

313,333
135,000

313,333
135,000

73,700
–
–

73,700
–
–

73,700
–
–

The Directors shareholdings represent 0.86% (2011: 1.66%) of the voting shares of the Company, the
Company having issued a further 29,018,075 shares in pursuit of the Sportingbet acquisition.
Details of the Directors who have an interest in share options are disclosed in the Report of the Remuneration
Committee.
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Creditor Payment Policy
It is the Group’s policy to agree terms of business with suppliers prior to the supply of goods and services.
Going Concern
The Group’s business activities, together with the factors likely to affect its future performance and position
are set out in the Chairman’s, Chief Executive’s and Group Finance Director’s statements. Note 20 to the
financial statements sets out the Group’s financial risk management policies, and its exposure to credit risk
and liquidity risk.
The Directors have assessed the financial risks facing the business, and compared this risk assessment to the
net current assets position and dividend policy. The Directors have also reviewed relationships with key
suppliers and software providers and are satisfied that the appropriate contracts and contingency plans are in
place. The Directors have prepared income statement and cash flow forecasts to assess whether the Group
has adequate resources for the foreseeable future.
The Directors consider that the Group has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the
consolidated financial statements.
Statement of Directors’ Responsibilities
The Directors are responsible for preparing the Directors’ report and the financial statements in accordance
with applicable law and regulations.
Company law requires the Directors to keep reliable accounting records which allow financial statements to
be prepared. In addition, the Directors have elected to prepare group financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union and applicable law and have
elected to prepare the parent company financial statements in accordance with UK accounting standards and
applicable law (UK Generally Accepted Accounting Practice). The financial statements are required to give
a true and fair view of the state of affairs of the Group and Company and of the profit or loss of the Group
for that year. In preparing these financial statements, the Directors are required to:
•

select suitable accounting policies and apply them consistently;

•

make judgements and estimates that are reasonable and prudent;

•

state whether applicable International Financial Reporting Standards and UK Accounting Standards
have been followed, subject to any material departures disclosed and explained in the financial
statements;

•

prepare the financial statements on a going concern basis unless it is inappropriate to presume that the
Group and Company will continue in business.

The Directors are responsible for keeping reliable accounting records that disclose with reasonable accuracy
at any time the financial position of the Company and enable them to ensure that the financial statements
comply with The Isle of Man Companies Act 2006. They are also responsible for safeguarding the assets of
the Group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
In so far as the Directors are aware:
•

there is no relevant audit information of which the Company’s auditors are unaware; and

•

the Directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information.

The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company’s website. Legislation in the UK governing preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.
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For and on behalf of the Board of GVC Holdings PLC.
Registered office:
Milbourn House
St. Georges Street
Douglas, Isle of Man
IM1 1AJ

Richard Cooper
Group Finance Director
25 March 2013
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GVC HOLDINGS PLC
We have audited the group financial statements of GVC Holdings PLC for the year ended 31 December 2012
which comprise the Consolidated Income Statement, the Consolidated Statement of Comprehensive Income,
the Consolidated Balance Sheet, the Consolidated Statement of Changes in Equity, the Consolidated
Statement of Cashflows and the related notes. The financial reporting framework that has been applied in
their preparation of the Group financial statements is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.
This report is made solely to the company’s members, as a body, in accordance with Section 80c of the Isle
of Man Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.
Respective Responsibilities of Directors and Auditor
As explained more fully in the Directors’ Responsibilities Statement set out on page 208, the Directors are
responsible for the preparation of the group 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 group financial statements 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.
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.
Opinion on Financial Statements
In our opinion the group financial statements:
•

give a true and fair view of the state of the group’s affairs as at 31 December 2012 and of its profit for
the year then ended;

•

have been properly prepared in accordance with IFRS as adopted by the European Union; and

•

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

Other Matter
We have reported separately on the parent company financial statements of GVC Holdings PLC for the year
ended 31 December 2012.

Grant Thornton UK LLP
Chartered Accountants
London
25 March 2013
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2012
Notes
Revenue
Cost of sales

2

Contribution
Operating costs (as below)
Other operating costs
Share option charges
Exceptional items
Depreciation and amortisation

2012
€000’s

2
4

59,596
(24,513)
––––––––
35,083
(22,049)

44,340
(23,790)
––––––––
20,550
(18,551)

4
4
4
4, 9, 10

(19,631)
(79)
208
(2,547)

(12,168)
(440)
(3,919)
(2,024)

13,034
2
(2,206)
––––––––
10,830
(480)
––––––––
10,350
(1,114)
––––––––
9,236

1,999
2
(2,387)
––––––––
(386)
(236)
––––––––
(622)
477
––––––––
(145)

Operating profit
Financial income
Financial expense

5
5

Profit/(loss) before tax
Taxation charge

6

Profit/(loss) after taxation from continuing operations
(Loss)/profit after taxation from discontinued operations

7

Profit/(loss) after tax

––––––––

Earnings per share

€

Basic
Profit/(loss) from continuing operations
(Loss)/profit from discontinued operations
Total

211

––––––––
€

8

0.328
(0.035)
––––––––
0.293

(0.020)
0.015
––––––––
(0.005)

8

0.323
(0.035)
––––––––
0.288

(0.020)
0.015
––––––––
(0.005)

Diluted
Profit/(loss) from continuing operations
(Loss)/profit from discontinued operations
Total

2011
€000’s

––––––––
––––––––

––––––––
––––––––

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2012

Profit/(loss) and total comprehensive income/(expense) for the year
The notes on pages 217 to 247 form part of these financial statements.
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2012
€000’s

2011
€000’s

9,236

––––––––

––––––––

(145)

CONSOLIDATED BALANCE SHEET
at 31 December 2012
Notes

2012
€000’s

2011
€000’s

9
10
6

653
65,440
83
––––––––
66,176
––––––––
17,356
943
6,632
––––––––
24,931
––––––––

470
67,223
83
––––––––
67,776
––––––––
8,983
1,529
9,853
––––––––
20,365
––––––––

14
6
15

(18,982)
(1,185)
(186)
––––––––
(20,353)
––––––––
4,578

(15,926)
(1,771)
(330)
––––––––
(18,027)
––––––––
2,338

11

(12,283)
––––––––
58,471

(12,940)
––––––––
57,174

316
40,407
611
17,137
––––––––
58,471

315
40,407
416
16,036
––––––––
57,174

Assets
Property, plant and equipment
Intangible assets
Deferred tax asset
Total non-current assets
Receivables and prepayments
Income taxes reclaimable
Cash and cash equivalents

12
6
13

Total current assets
Current liabilities
Trade and other payables
Income taxes payable
Other taxation liabilities
Total current liabilities
Current assets less current liabilities
Long term liabilities
Deferred consideration on Betboo
Total net assets

––––––––

Capital and reserves
Issued share capital
Merger reserve
Share premium
Retained earnings

17
17
17

Total equity attributable to equity holders of the parent

––––––––

––––––––

––––––––

The financial statements from pages 211 to 215 were approved and authorised for issue by the Board of
Directors on 25 March 2013 and signed on their behalf by

K.J. Alexander
(Chief Executive Officer)

R.Q.M. Cooper
(Group Finance Director)

The notes on pages 217 to 247 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2012
Attributable to equity holders of the parent company:

Balance at 1 January 2011
Share option charges
Share options exercised
Dividend paid
Transactions with owners
Loss and total comprehensive expense
Balance as at 31 December 2011
Balance at 1 January 2012
Share option charges
Lapsed share options
Share options exercised
Dividend paid
Transactions with owners
Profit and total comprehensive income
Balance as at 31 December 2012

Share
Capital
€000’s

Merger
Reserve
€000’s

Share
Premium
€000’s

Retained
Earnings
€000’s

311
––––––––
–
4
–
––––––––
4
––––––––
–
––––––––
315
––––––––
315
––––––––
–
–
1
–
––––––––
1
––––––––
–
––––––––
316

40,407
––––––––
–
–
–
––––––––
–
––––––––
–
––––––––
40,407
––––––––
40,407
––––––––
–
–
–
–
––––––––
–
––––––––
–
––––––––
40,407

–
––––––––
–
416
–
––––––––
416
––––––––
–
––––––––
416
––––––––
416
––––––––
–
–
195
–
––––––––
195
––––––––
–
––––––––
611

21,966
––––––––
440
–
(6,225)
––––––––
(5,785)
––––––––
(145)
––––––––
16,036
––––––––
16,036
––––––––
568
(489)
–
(8,214)
––––––––
(8,135)
––––––––
9,236
––––––––
17,137

Total
€000’s
62,684
––––––––
440
420
(6,225)
––––––––
(5,365)
––––––––
(145)
––––––––
57,174
––––––––
57,174
––––––––
568
(489)
196
(8,214)
––––––––
(7,939)
––––––––
9,236
––––––––
58,471

–––––––– –––––––– –––––––– –––––––– ––––––––

All reserves of the Company are distributable, as under The Isle of Man Companies Act 2006, distributions
are not governed by reserves but by the Directors undertaking an assessment of the Company’s solvency at
the time of distribution.
The notes on pages 217 to 247 form part of these financial statements.
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CONSOLIDATED STATEMENTS OF CASHFLOWS
for the year ended 31 December 2012
2012
€000’s
Cash flows from operating activities
Cash receipts from customers
Cash paid to suppliers and employees
Corporate taxes recovered
Corporate taxes paid
Net cash from operating activities
Cash flows from investing activities
Interest received
Earn-out related to prior period acquisition
Acquisition of property, plant and equipment
Acquisition of intangible assets
Net cash from investing activities
Cash flows from financing activities
Proceeds from issue of share capital
Dividend paid
Net cash from financing activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

56,881
(47,686)
1,529
(1,946)
––––––––
8,778
––––––––

61,289
(49,640)
1,356
(1,627)
––––––––
11,378
––––––––

2
(2,863)
(492)
(628)
––––––––
(3,981)
––––––––

5
(671)
(395)
(1,210)
––––––––
(2,271)
––––––––

196
(8,214)
––––––––
(8,018)
––––––––
(3,221)
9,853
––––––––
6,632

420
(6,225)
––––––––
(5,805)
––––––––
3,302
6,551
––––––––
9,853

––––––––

The notes on pages 217 to 247 form part of these financial statements.
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2011
€000’s

––––––––

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2012
1.

Significant accounting policies

2.

Segmental reporting

3.

Contract with East Pioneer Corporation B.V.

4.

Operating costs

5.

Financial income and expenses

6.

Taxation

7.

Discontinued operations

8.

Earnings per share

9.

Property, plant and equipment

10.

Intangible assets

11.

Acquisition of Betboo

12.

Receivables and prepayments

13.

Cash and cash equivalents

14.

Trade and other payables

15.

Other taxation payable

16.

Commitments under operating leases

17.

Share capital and reserves

18.

Dividends

19.

Share option schemes

20.
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1.

SIGNIFICANT ACCOUNTING POLICIES

This note from pages 217 to 247 deals with both the significant accounting policies used in the preparation
of these financial statements, together with a note identifying new accounting standards which will affect the
Group.
GVC Holdings PLC is a company registered in The Isle of Man and was incorporated on 5 January 2010. It
is the successor company of Gaming VC Holdings S.A. and took the assets of Gaming VC Holdings S.A. on
21 May 2010 after formal approval by shareholders. The consolidated financial statements of the Group for
the year ended 31 December 2012 comprise the Company and its subsidiaries (together referred to as the
‘Group’). The Group has two business lines, Business to Consumer (“B2C”), whose principal activities are
that of operating online casinos, access to online poker rooms, online bingo and online sports betting,
Business to Business (“B2B”), whose principal activities are to provide a full support service to third party
B2C operators.
The Group’s significant subsidiaries are listed in note 22.
1.1

Statement of Compliance
The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs), as adopted by the European Union.
The Directors have reviewed the accounting policies used by the Group and consider them to be the
most appropriate. The accounting policies are consistent with the prior year with the exception of
revisions and amendments to IFRS issued by the IASB, which are relevant to and effective for the
annual period beginning 1 January 2012. Material effects on current, prior or future periods arising
from the first-time application of these new requirements in respect of presentation, recognition and
measurement are described below.
Standards, Amendments and Interpretations that were effective in 2012:
•

Deferred Tax: Recovery of Underlying Assets – Amendments to IAS 12 Income Taxes
(effective 1 January 2012).

•

Disclosures – Transfers of Financial Assets – Amendments to IFRS 7 (effective 1 July 2011).

The Group does not believe that the adoption of these standards and interpretations had a material
effect on its financial statements. Standards that have been issued but are not yet effective can be seen
in note 1.20.
1.2

Basis of Preparation
The financial information, which comprises the consolidated statement of comprehensive income,
consolidated balance sheet, consolidated statement of changes in shareholders’ equity, consolidated
cashflow statement and related notes, is derived from the Group financial statements for the year
ended 31 December 2012, which have been prepared under International Financial Reporting
Standards as adopted by the European Union (IFRS) and those parts of the Isle of Man Companies
Act 2006 applicable to companies reporting under IFRS. It does not constitute full accounts within
the meaning of the Isle of Man Companies Act 2006. This financial information has been agreed with
the auditors for release.
The financial statements are presented in the Euro, rounded to the nearest thousand, and are prepared
on the historical cost basis. The financial statements are prepared on the going concern basis (see
note 25).
The preparation of financial statements in conformity with IFRSs requires directors to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses. The estimates and associated assumptions are based on
various factors that are believed to be reasonable under the circumstances, the results of which form
the basis of making the judgements about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the revision affects both current and future
periods.
Significant accounting estimates and judgements are discussed in further detail in note 24.
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements.
The accounting policies have been applied consistently by Group entities.
1.3

Basis of Consolidation
1.3.1 Subsidiaries
Subsidiaries are entities controlled by the Company. Control exists when the Company has the
power, directly or indirectly, to govern the financial and operating policies of an entity so as to
obtain benefits from its activities. In assessing control, potential voting rights that presently are
exercisable or convertible are taken into account. The financial statements of subsidiaries are
included in the consolidated financial statements from the date that control commences until
the date that control ceases.
1.3.2 Transactions Eliminated on Consolidation
Intragroup balances and any unrealised gains and losses or income and expenses arising from
intragroup transactions, are eliminated in preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred.
1.3.3 Business Combinations
All business combinations are accounted for by applying the purchase method. The cost of a
business combination is measured as the aggregate of the fair values, at the acquisition date, of
the assets given, liabilities incurred or assumed, and equity instruments issued by the Group,
the fair value of an asset or a liability arising from a contingent consideration arrangement. The
identifiable assets, liabilities and contingent liabilities of the acquiree are measured initially at
fair value at the acquisition date, irrespective of the extent of any non-controlling interest.
Acquisition costs are expensed as incurred. The excess of the cost of the business combination
over the Group’s interest in the net fair value of the identifiable assets, liabilities, and
contingent liabilities is recognised as goodwill.
Prior to 1 January 2010, business combinations were accounted for under the previous version
of IFRS 3.
1.3.4 Associates
Associates are those entities over which the Group is able to exert significant influence but
which are neither subsidiaries nor joint ventures. Investments in associates are initially
recognised at cost and subsequently accounted for using the equity accounting method. Any
goodwill or fair value adjustment attributable to the Group’s share in the associate is not
recognised separately and is included in the amount recognised as investments in associates.
The carrying amount of the investment in associates is increased or decreased to recognise the
Group’s share of the profit or loss and other comprehensive income of the associate, adjusted
where necessary to ensure consistency with the accounting policies of the Group.
Where the Group does not have a legal right to a share in the underlying assets and liabilities
of an associate no entries are made to the investment in the Associate in the balance sheet.
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1.4

Foreign Currency
The functional currency of the Company and the Group as well as the presentational currency of the
Group is the Euro.
1.4.1 Foreign Currency Transactions
Transactions in foreign currencies are translated to the Euro at the foreign exchange rates ruling
at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting balance sheet date are translated to the Euro at the foreign exchange
rate ruling at that date. Foreign exchange differences arising on translation are recognised in
the consolidated income statement. Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated using the exchange rate at the date
of the transaction.

1.5

Property, Plant and Equipment
1.5.1 Owned Assets
Property, plant and equipment is stated at cost, less accumulated depreciation (see 1.5.2 below)
and impairment losses (see accounting policy 1.7). Where parts of an item of property, plant
and equipment have different useful lives, they are accounted for as separate items of property,
plant and equipment.
1.5.2 Depreciation
Depreciation is charged to the income statement on a straight-line basis over the estimated
useful lives of each part of an item of property, plant and equipment. The estimated useful lives
are as follows:
Fixtures and fittings:
Plant and equipment:

3 years
3 years

The residual value, if significant, is reassessed annually.
1.6

Intangible Assets
1.6.1 Goodwill
Acquired goodwill represents the excess of the cost of a business combination over the Group’s
interest in the fair value of the identifiable assets, liabilities and contingent liabilities of the
acquiree at the date of acquisition. Goodwill is tested at least annually for impairment and
carried at cost less accumulated impairment losses. At the date of acquisition, goodwill is
allocated to cash generating units for the purpose of impairment testing. Any negative goodwill
arising on an acquisition would be recognised directly in profit or loss.
1.6.2 Other Intangible Assets
Other intangible assets that are acquired by the Group are stated at cost less accumulated
amortisation (see 1.6.4) and impairment losses (see accounting policy 1.7).
The cost of intangible assets acquired in a business combination is the fair value at acquisition
date. The valuation methodology used for each type of identifiable asset category is detailed
below:
Asset category

Valuation methodology

Consulting and magazine
Software licence
Trademarks
Trade name
Non Contractual customer relationships

Income (cost saving)
Income (incremental value plus loss of profits)
Relief from royalty
Relief from royalty
Excess earnings
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Expenditure on internally generated goodwill and brands is recognised in the income statement
as an expense is incurred.
1.6.3 Subsequent Expenditure
Subsequent expenditure on capitalised intangible assets is capitalised only when it increases
the future economic benefits embodied in the specific asset to which it relates. This includes
legal and similar expenditure incurred in registering brands and trade names, which is
capitalised, all other expenditure is expensed as incurred.
1.6.4 Amortisation
Amortisation is charged to the income statement on a straight-line basis over the estimated
useful lives of intangible assets unless such lives are indefinite. Goodwill and trademarks with
an indefinite useful life are systematically tested for impairment at each balance sheet date.
Other intangible assets are amortised from the date they are available for use. The estimated
useful lives are as follows:
Consulting agreements
Capitalised development costs
Software licence agreements
Non-contractual customer relationships
1.7

3-5 years
2-4 years
2-15 years
4 years

Impairment
At each reporting date, the Group assesses whether there is any indication that an asset may be
impaired. Where an indicator of impairment exists, the Group makes an estimate of the recoverable
amount. Where the carrying amount of an asset exceeds its recoverable amount, the asset is written
down to its recoverable amount. Recoverable amount is the higher of fair value less costs to sell and
value in use and is determined for an individual asset. If the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets, the recoverable amount of the
cash generating unit to which the asset belongs is determined. Discount rates reflecting the asset
specific risks and the time value of money are used for the value in use calculation.
For goodwill and trademarks that have an indefinite useful life, the recoverable amount is estimated
at each balance sheet date.

1.8

Dividends Paid to Holders of Share Capital
Dividend distributions payable to equity shareholders are recognised in the income statement on the
date the dividend is paid.

1.9

Employee Benefits
1.9.1 Pension Arrangements
The Group does not operate any pension schemes. The Group, as part of general remuneration
arrangements, makes payments directly to employees as a pension contribution allowance. In
some jurisdictions in which the Group has employees, there are government schemes into
which the employing company or branch must make payments on a defined contribution basis.
1.9.2 Share Options
The Group have share option schemes which allows Group employees and contractors to
acquire shares of the Company. The fair value of options granted is recognised as an employee
expense with a corresponding increase in equity. The fair value is measured at grant date and
spread over the period during which the employees become unconditionally entitled to the
options.
The fair value of the options granted is measured using a binomial valuation model. This
valuation method takes into account the terms and conditions upon which the options were
220

granted. The amount recognised as an expense is adjusted to reflect the actual number of share
options that vest.
Payments made to repurchase or cancel vested awards are accounted for with the fair value of
the options cancelled, measured at the date of cancellation being taken to retained earnings; the
balance is taken to the income statement. Also on cancellation an accelerated charge would be
recognised immediately.
See note 19 for further details of the three schemes.
1.10 Provisions
A provision is recognised in the balance sheet when the Group has a present 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. If the effect is material, provisions are determined by discounting the
expected future cashflows at a pre-tax rate that reflects current market assessments of the time value
of money and, where appropriate, the risks specific to the liability.
1.11 Net Gaming Revenue
Net Gaming Revenue is measured at the fair value of consideration received or receivable net of
betting duties and similar taxes, and charge-backs, and comprises the following elements:
Casino:

net win in respect of bets placed on casino games that have concluded in the year,
stated net of promotional bonuses, betting duties and similar taxes, and
charge-backs.

Sportsbook:

gains and losses in respect of bets placed on sporting events in the year, stated net
of promotional bonuses, betting duties and similar taxes, and charge-backs. Open
positions are carried at fair market value and gains and losses arising on this
valuation are recognised in revenue, as well as gains and losses realised on
positions that have closed.

Poker:

net win in respect of rake for poker games that have concluded in the year, stated
net of promotional bonuses, betting duties and similar taxes, and charge-backs.

Bingo:

net win in respect of bets placed on bingo games that have concluded in the year,
stated net of promotional bonuses, betting duties and similar taxes, and
charge-backs.

Where promotional bonuses apply to customers playing a variety of products through the same wallet,
bonuses are allocated pro-rata to the net win.
1.12 B2B income
B2B income comprises the amounts receivable for services to other online gaming operators. Income
is recognised when a right to consideration has been obtained through performance and reflects
contract activity during the year. B2B income includes amounts due for the provision of services to
East Pioneer Corporation B.V. (“EPC”). The amounts have been shown as income as they represent
normal trading transactions and match costs incurred by the Group as a result of providing services
to EPC. A reconciliation of the NGR attributable to the B2B partner to the B2B income recognised in
these financial statements is shown in note 2.
1.13 Financial Expenses
Financial expenses comprise interest payable on borrowings calculated using the effective interest rate
method.
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1.14 Exceptional Items
Exceptional items are those that in judgement of the Directors, need to be disclosed by virtue of their
size or incidence in order for the user to obtain a proper understanding of the financial information.
1.15 Financial Income
Financial income is interest income recognised in the income statement as it accrues, using the
effective interest method.
1.16 Tax
Current tax is the tax currently payable based on taxable profit for the year. Deferred income taxes are
calculated using the liability method on temporary differences.
Deferred tax is generally provided on the difference between the carrying amounts of assets and
liabilities and their tax bases. However, deferred tax is neither provided on the initial recognition of
goodwill, nor on the initial recognition of an asset or liability unless the related transaction is a
business combination or affects tax or accounting profit. Deferred tax on temporary differences
associated with investments in subsidiaries is not provided if reversal of these temporary differences
can be controlled by the Group and it is probable that reversal will not occur in the foreseeable future.
In addition, tax losses available to be carried forward as well as other income tax credits to the Group
are assessed for recognition as deferred tax assets.
Deferred tax liabilities are provided in full, with no discounting. Deferred tax assets are recognised to
the extent that it is probable that the underlying deductible temporary differences will be able to be
offset against future taxable income. Current and deferred tax assets and liabilities are calculated at
tax rates that are expected to apply to their respective period of realisation, provided they are enacted
or substantively enacted at the balance sheet date.
Changes in deferred tax assets or liabilities are recognised as a component of tax expense in the
income statement, except where they relate to items that are charged or credited directly to other
comprehensive income or equity in which case the related deferred tax is also charged or credited
directly to other comprehensive income or equity as appropriate.
1.17 Segment Reporting
Management in the year moved from identifying its key operating segments as the Group’s key brands
and now follows two distinct business lines as reportable operating segments:
Business to Consumer “B2C”

including the brands CasinoClub and Betboo;

Business to Business “B2B”

includes the revenue from East Pioneer Corporation B.V. and the
Group’s activities in similar territories.

Each of these operating segments is managed separately as each of these service lines requires
different technologies and other resources as well as marketing approaches. All inter-segment
transfers are carried out at arm’s length prices.
The measurement policies the Group uses for segment reporting under IFRS 8 are the same as those
used in its financial statements.
In addition, corporate assets which are not directly attributable to the business activities of any
operating segment are not allocated to a segment.
The prior year comparatives have been re-stated to reflect the change in Management’s approach to
follow the two new operating segments.
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1.18 Financial Instruments
The Group’s financial assets are all classified as loans and receivables and comprise trade and other
receivables and cash and cash equivalents. The Group’s financial liabilities comprise trade and other
payables and deferred consideration in relation to Betboo, and bank borrowings to the extent they
exist.
1.18.1 Non-Derivative Financial Instruments
Non-derivative financial instruments comprise trade and other receivables, cash and cash
equivalents, loans and borrowings, and trade and other payables. Non-derivative financial
instruments are recognised initially at fair value, plus, for instruments not at fair value through
profit or loss, any directly attributable transaction costs. Subsequent to initial recognition,
non-derivative financial instruments are measured at amortised cost using the effective interest
method. Provisions for impairment are made against financial assets if considered appropriate
and any impairment is recognised in profit or loss.
1.18.2 Cash and Cash Equivalents
Cash and cash equivalents comprise cash balances and any balances with payment processors
that are repayable on demand. Bank overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are included as a component of cash and cash
equivalents for the purpose of the statement of cashflows. They exclude balances in bank
accounts required to be held as segregated funds.
Accounting for financial income and financial expenses are discussed in notes 1.15 and 1.13
respectively.
1.19 Equity
Equity comprises the following:
‘Share capital’ represents the nominal value of equity shares.
‘Share premium’ represents the excess over nominal value of the fair value of consideration received
for equity shares, net of expenses of the share issue.
‘Retained earnings’ represents retained profits.
‘Merger reserve’ arose on the re-domiciliation of the Group from Luxembourg to The Isle of Man. It
consists of the pre-redomiciliation reserves of the Luxembourg company plus the difference in the
issued share capital (31,135,762 share at €0.01 versus 31,135,762 shares at €1.24).
1.20 Standards in Issue, not yet effective
Standards, Amendments and Interpretations that are mandatory for the Group’s accounting periods
beginning on or after 1 January 2013 and have not been adopted early by the Group are as follows:
•

IFRS 9 Financial Instruments (effective 1 January 2015), the Group will apply IFRS 9 from
1 January 2015.

•

IFRS 10 Consolidated Financial Statements (effective 1 January 2013), the Group will
retrospectively apply IFRS 10 from 1 January 2013.

•

IFRS 11 Joint Arrangements (effective 1 January 2013), the Group will apply IFRS 11 from
1 January 2013.

•

IFRS 12 Disclosure of Interests in Other Entities (effective 1 January 2013), the Group will
apply IFRS 12 from 1 January 2013.

•

IFRS 13 Fair Value Measurement (effective 1 January 2013), the Group will apply IFRS 13
from 1 January 2013.
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•

IAS 19 Employee Benefits (Revised June 2011) (effective 1 January 2013), the Group will
apply IAS 19 (revised) from 1 January 2013.

•

IAS 27 (Revised), Separate Financial Statements (effective 1 January 2013), the Group will
apply IAS 27 (revised) from 1 January 2013.

•

IAS 28 (Revised), Investments in Associates and Joint Ventures (effective 1 January 2013), the
Group will apply IAS 28 (revised) from 1 January 2013.

The following Standards are not likely to have a material impact on the Group’s or Company’s
financial statements:

2.

•

Disclosures – Offsetting Financial Assets and Financial Liabilities – Amendments to IFRS 7
(effective 1 January 2013).

•

Offsetting Financial Assets and Financial Liabilities – Amendments to IAS 32 (effective
1 January 2014).

•

Mandatory Effective Date and Transition Disclosures – Amendments to IFRS 9 and IFRS 7
(effective 1 January 2015).

SEGMENTAL REPORTING

Management currently identifies two distinct business lines Business to Consumer (“B2C”) and Business to
Business “B2B” as operating segments. These operating segments are monitored and strategic decisions are
made on the basis of segment operating results. The Group has chosen to split out its two key B2C brands,
CasinoClub and Betboo.
Management also monitors revenue by geographic location of its customers, monitoring performance in
Europe and Latin America.
2.1

Geographical Analysis
The Group’s revenues and other income from external customers are divided into the following
geographic areas:

Europe
Latin America
Total

2012
€000’s

2011
€000’s

49,304
10,292
––––––––
59,596

35,527
8,813
––––––––
44,340

––––––––

––––––––

All of the Group’s Other Income comes from Europe.
The total non-current assets (other than financial instruments, investments accounted for using the
equity method, deferred tax assets and post employment benefit assets) located in Europe is
€57,026,000 (2011: €57,096,000) and the total located in other regions is €9,067,000 (2011:
€10,597,000).
The total deferred tax asset located in Europe is €83,000 (2011: €83,000). There are no deferred tax
assets in other regions.
Revenues from external customers in the Group’s domicile, Europe, as well as its major markets,
Europe and Latin America, have been identified on the basis of the customer’s geographical location.
Non-current assets are allocated based on their physical location. The above table does not include
discontinued operations, for which revenue and assets can be attributed to Europe.
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2.2

Reporting by Segment
2012

STATEMENT OF TURNOVER
Sports wagers
Sports margin
Gross margin
Sports NGR
Gaming NGR
Other revenue from customers

Unallocated
central
B2B
costs
€000’s
€000’s

CasinoClub
€000’s

Betboo
€000’s

Total
B2C
€000’s

–

44,117
8.5%
3,752
2,628
7,664
–
––––––––
10,292
––––––––
10,292
–
––––––––
10,292

44,117
8.5%
3,752
2,628
35,798
–
––––––––
38,426
––––––––
38,426
–
––––––––
38,426

474,814
11.6%
54,895
45,385
17,975
2,378
––––––––
65,738
––––––––
21,170
44,568
––––––––
65,738

–
–
–
–
––––––––
–
––––––––
–
–
––––––––
–

518,931
11.3%
58,647
48,013
53,773
2,378
––––––––
104,164
––––––––
59,596
44,568
––––––––
104,164

10,292
(6,720)
––––––––
3,572
(4,977)
––––––––
(1,405)
–
–
––––––––
(1,405)
(1,533)
(2,206)
––––––––
(5,144)
–
––––––––

38,426
(18,517)
––––––––
19,909
(11,755)
––––––––
8,154
208
–
––––––––
8,362
(2,067)
(2,206)
––––––––
4,089
(369)
––––––––

21,170
(5,996)
––––––––
15,174
(7,876)
––––––––
7,298
–
–
––––––––
7,298
(479)
–
––––––––
6,819
(21)
––––––––

–
–
––––––––
–
–
––––––––
–
–
(79)
––––––––
(79)
(1)
2
––––––––
(78)
(90)
––––––––

59,596
(24,513)
––––––––
35,083
(19,631)
––––––––
15,452
208
(79)
––––––––
15,581
(2,547)
(2,204)
––––––––
10,830
(480)
––––––––

–
–
28,134
–
––––––––
28,134
––––––––
Revenue recognised by GVC
28,134
Revenue recognised by B2B partners
–
––––––––
28,134

–

Total
€000’s

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

SEGMENTAL REPORTING
Total revenue
Variable costs
Contribution
Other operating costs (note 4)
Clean EBITDA
Exceptional items (note 4.1)
Share option charges
EBITDA
Depreciation and amortisation
Financial (expense)/income*
Profit/(loss) before tax
Taxation
Profit/(loss) after tax from
continuing operations
NET ASSETS
Non-current assets

28,134
(11,797)
––––––––
16,337
(6,778)
––––––––
9,559
208
–
––––––––
9,767
(534)
–
––––––––
9,233
(369)
––––––––
8,864

(5,144)

3,720

6,798

(168)

10,350

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
56,016
––––––––
4,341
(1,440)
––––––––
2,901
––––––––
–
––––––––
58,917

3,907
––––––––
2,696
(1,188)
––––––––
1,508
––––––––
(12,283)
––––––––
(6,868)

59,923
––––––––
7,037
(2,628)
––––––––
4,409
––––––––
(12,283)
––––––––
52,049

6,161
––––––––
15,847
(13,596)
––––––––
2,251
––––––––
–
––––––––
8,412

92
––––––––
2,047
(4,129)
––––––––
(2,082)
––––––––
–
––––––––
(1,990)

66,176
––––––––
24,931
(20,353)
––––––––
4,578
––––––––
(12,283)
––––––––
58,471

60,357
––––––––
Total liabilities
(1,440)
––––––––
OTHER INFORMATION AND KPI’s
Revenue per day
77
Contribution margin
58%
Sports wagers per day
–

6,603
––––––––
(13,471)
––––––––

66,960
––––––––
(14,911)
––––––––

22,008
––––––––
(13,596)
––––––––

2,139
––––––––
(4,129)
––––––––

91,107
––––––––
(32,636)
––––––––

Current assets
Current liabilities
Net current assets
Long term liabilities
Net assets
Total assets

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
28
35%
121

105
52%
121

58
72%
1,297

–
–
–

163
59%
1,418

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

*

includes the unwinding of the discount on the deferred consideration arising from the acquisition of Betboo.
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2011

STATEMENT OF TURNOVER
Sports wagers
Sports margin
Gross margin
Sports NGR
Gaming NGR
Other revenue from customers

Unallocated
central
B2B
costs
€000’s
€000’s

CasinoClub
€000’s

Betboo
€000’s

Total
B2C
€000’s

–

24,439
10.8%
2,629
2,193
6,620
–
––––––––
8,813
––––––––
8,813
–
––––––––
8,813

24,439
10.8%
2,629
2,193
36,019
–
––––––––
38,212
––––––––
38,212
–
––––––––
38,212

82,535
10.6%
8,759
6,546
3,247
280
––––––––
10,073
––––––––
6,128
3,945
––––––––
10,073

–
–
–
–
––––––––
–
––––––––
–
–
––––––––
–

106,974
10.6%
11,388
8,739
39,266
280
––––––––
48,285
––––––––
44,340
3,945
––––––––
48,285

8,813
(6,532)
––––––––
2,281
(3,763)
––––––––
(1,482)
–
–
––––––––
(1,482)
(1,344)
(2,387)
––––––––
(5,213)
–
––––––––

38,212
(20,455)
––––––––
17,757
(9,573)
––––––––
8,184
(334)
–
––––––––
7,850
(1,801)
(2,387)
––––––––
3,662
(162)
––––––––

6,128
(3,335)
––––––––
2,793
(2,595)
––––––––
198
(3,585)
–
––––––––
(3,387)
(223)
1
––––––––
(3,609)
–
––––––––

–
(23,790)
––––––––
–
–
––––––––
–
–
(440)
––––––––
(440)
–
1
––––––––
(439)
(74)
––––––––

44,340
–
––––––––
20,550
(12,168)
––––––––
8,382
(3,919)
(440)
––––––––
4,023
(2,024)
(2,385)
––––––––
(386)
(236)
––––––––

(3,609)

(513)

(622)

–
–
29,399
–
––––––––
29,399
––––––––
Revenue recognised by GVC
29,399
Revenue recognised by B2B partners
–
––––––––
29,399

–

Total
€000’s

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

SEGMENTAL REPORTING
Total revenue
Variable costs
Contribution
Other operating costs (note 4)
Clean EBITDA
Exceptional items (note 4.1)
Share option charges
EBITDA
Depreciation and amortisation
Financial (expense)/income*
Profit/(loss) before tax
Taxation
Profit/(loss) after tax from
continuing operations
Net assets
Non-current assets

29,399
(13,923)
––––––––
15,476
(5,810)
––––––––
9,666
(334)
–
––––––––
9,332
(457)
–
––––––––
8,875
(162)
––––––––
8,713

(5,213)

3,500

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
56,151
––––––––
3,866
(3,978)
––––––––
(112)
––––––––
–
––––––––
56,039

5,436
––––––––
2,801
(1,271)
––––––––
1,530
––––––––
(12,940)
––––––––
(5,974)

61,587
––––––––
6,667
(5,249)
––––––––
1,418
––––––––
(12,940)
––––––––
50,065

5,917
––––––––
8,698
(8,719)
––––––––
(21)
––––––––
–
––––––––
5,896

272
––––––––
5,000
(4,059)
––––––––
941
––––––––
–
––––––––
1,213

67,776
––––––––
20,365
(18,027)
––––––––
2,338
––––––––
(12,940)
––––––––
57,174

60,017
––––––––
Total liabilities
(3,978)
––––––––
OTHER INFORMATION AND KPI’s
Revenue per day
81
Contribution margin
53%
Sports wagers per day
–

8,237
––––––––
(14,211)
––––––––

68,254
––––––––
(18,189)
––––––––

14,615
––––––––
(8,719)
––––––––

5,272
––––––––
(4,059)
––––––––

88,141
––––––––
(30,967)
––––––––

Current assets
Current liabilities
Net current assets
Long term liabilities
Net assets
Total assets

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
24
26%
67

105
46%
67

17
46%
226

–
–
–

121
46%
293

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

*

includes the unwinding of the discount on the deferred consideration arising from the acquisition of Betboo.

It is not deemed appropriate to allocate share option charges and financial income by operating
segment.

226

2.3

Business Line Performance Summary
CasinoClub
€000’s

Betboo
€000’s

B2C
€000’s

B2B
€000’s

Total
€000’s

14,007
14,127
14,767
14,632
––––––––

5,243
5,049
5,004
3,809
––––––––

19,250
19,176
19,771
18,441
––––––––

11,238
9,932
4,741
1,387
––––––––

30,488
29,108
24,512
19,828
––––––––

8,029
8,308
8,106
7,370
––––––––

2,012
1,560
523
1,758
––––––––

10,041
9,868
8,629
9,128
––––––––

8,007
7,167
2,370
423
––––––––

18,048
17,035
10,999
9,551
––––––––

Revenue
H2-2012
H1-2012
H2-2011
H1-2011
Contribution
H2-2012
H1-2012
H2-2011
H1-2011
Clean EBITDA
H2-2012
H1-2012
H2-2011
H1-2011

2.4

4,560
4,999
4,992
4,674

(707)
(698)
(1,497)
15

3,853
4,301
3,495
4,689

3,923
3,375
649
(451)

7,776
7,676
4,144
4,238

Unallocated
central
B2B
costs
€000’s
€000’s

Total
€000’s

–––––––– –––––––– –––––––– –––––––– ––––––––

Proforma Segmental Reporting Consolidating B2B Businesses in 2012

CasinoClub
€000’s
Total revenue
Variable costs
Contribution
Other operating costs
Clean EBITDA
Exceptional items
Share option charges
EBITDA
Depreciation and
amortisation
Financial (expense)/
income*
Profit/(loss) before tax
Taxation
Profit/(loss) after tax
from continuing
operations

Betboo
€000’s

Total
B2C
€000’s

28,134
10,292
38,426
65,738
–
104,164
(11,797)
(6,720)
(18,517)
(50,564)
–
(69,081)
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
16,337
3,572
19,909
15,174
–
35,083
(6,778)
(4,977)
(11,755)
(7,876)
–
(19,631)
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
9,559
(1,405)
8,154
7,298
–
15,452
208
–
208
–
–
208
–
–
–
–
(79)
(79)
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
9,767
(1,405)
8,362
7,298
(79)
15,581
(534)

(1,533)

(2,067)

(479)

(1)

(2,547)

–
(2,206)
(2,206)
–
2
(2,204)
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
9,233
(5,144)
4,089
6,819
(78)
10,830
(369)
–
(369)
(21)
(90)
(480)
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

8,864

(5,144)

3,720

6,798

(168)

10,350

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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Net assets
Non-current assets
Current assets
Current liabilities
Net current assets
Long term liabilities
Net assets
Total assets
Total liabilities
*

3.

CasinoClub
€000’s

Betboo
€000’s

Total
B2C
€000’s

56,016

3,907

59,923

Unallocated
central
B2B
costs
€000’s
€000’s
6,161

92

Total
€000’s
66,176

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

4,341
2,696
7,037
15,964*
2,047
25,048*
(1,440)
(1,188)
(2,628)
(13,713)*
(4,129)
(20,470)*
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
2,901
1,508
4,409
2,251
(2,082)
4,578
–
(12,283)
(12,283)
–
–
(12,283)
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
58,917
(6,868)
52,049
8,412
(1,990)
58,471

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

60,357
6,603
66,960
22,125*
2,139
91,224*
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
(4,129)
(32,753)*
(1,440)
(13,471)
(14,911)
(13,713)*

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

These figures reflect the small accounting changes had East Pioneer Corporation B.V. been fully consolidated at
31 December 2012.

CONTRACT WITH EAST PIONEER CORPORATION B.V.

As part of the agreement between the Group and EPC the Group agreed to guarantee the performance of
EPC’s obligations to SBT and therefore entered into the acquisition agreement alongside EPC as its
guarantor. A contingent liability has been disclosed in respect of this guarantee as detailed in note 23.
4.

OPERATING COSTS
Notes

Wages and salaries, including Directors remuneration
Amounts paid to long term contractors
Compulsory social security contributions
Compulsory pension contributions
Health and other benefits
Recruitment and training
Personnel expenditure (excluding share option charges)
Professional fees
Technology costs
Office, travel and other costs
Third party service costs*
Foreign exchange differences
Other operating costs
Share option charges
Exceptional items
Depreciation
Amortisation

*

4.1

2012
€000’s
8,700
868
718
195
45
285
–––––––
10,811
1,177
1,463
1,909
3,925
346
–––––––
19,631
79
(208)
248
2,299
–––––––
22,049

–––––––

provided to Betboo by external providers
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2011
€000’s
4,717
588
401
139
22
161
–––––––
6,028
932
617
1,329
3,088
174
–––––––
12,168
440
3,919
197
1,827
–––––––
18,551

–––––––

4.1

Exceptional Items
The Group incurred expenditure on exceptional items (as defined in accounting policy note 1.14).
These are items which are both exceptional in size and nature.
Notes
Transaction with East Pioneer Corporation B.V.
– legal and professional costs
– bonuses paid to Directors and staff
Boss dispute

–
–
(208)
–––––––
(208)

–––––––

Notes:

4.2

a
a
b

2012
€000’s

2011
€000’s
2,275
1,310
334
–––––––
3,919

–––––––

a.

On 21 November 2011 the Group entered into a service agreement and guarantee relating to the acquisition by East
Pioneer Corporation B.V. from Sportingbet plc of Superbahis. The pre contract costs of entering into this agreement
along with the Directors transaction success bonuses have been taken as an exceptional item.

b.

The Group has been in a number of legal disputes with Boss Media and these have now ended. The net costs incurred
by the Group relating to these disputes has been taken as an exceptional item.

Employees
The average monthly number of persons (including Directors) employed by the Group during the year was:
Number of personnel
With employment contracts or service contracts
Contractors

2012

2011

153
7
–––––––
160

116
7
–––––––
123

2012
€000’s
2

2011
€000’s
5

–––––––

5.

FINANCIAL INCOME AND EXPENSES

Financial income – interest income
Financial expense – interest payable
– Unwinding of discount on deferred consideration (see note 11)

–––––––

–––––––

(2,206)
–––––––
(2,204)

(2,387)
–––––––
(2,382)

–––––––

6.

–––––––

–––––––

TAXATION

Current tax for the current and prior periods is classified as a current liability to the extent that it is unpaid.
Amounts paid in excess of amounts owed are classified as a current asset. There is a current tax liability from
continuing operations of €480k (net of tax receivable amounts) at 31 December 2012 (2011: Current tax
liability from continuing operations of €319k (net of tax receivable amounts)).

Current tax expense
Current year
Prior year
Deferred tax
Origination and reversal of temporary differences
Total income tax expense in income statement

2012
€000’s

2011
€000’s

410
70
–––––––
480

256
63
–––––––
319

–
–––––––
480

(83)
–––––––
236

–––––––
229

–––––––

The tax for the year is different from that which would result from applying the standard rate of Corporation
Tax in the UK (24.5%, 2011: 26.5%*). A reconciliation is shown below:

Profit/(loss) before tax
Income tax using the domestic corporation tax rate
Effect of tax rates in foreign jurisdictions (rates decreased)
Expenses not deductible for tax purposes
Utilisation of tax losses
Tax losses for which no deferred tax assets have been recognised
Adjustment in respect of prior years – corporation tax
Adjustment in respect of prior years – deferred tax
Capital allowances for the period in excess of depreciation

*

6.1

2012
€000’s

2011
€000’s

10,830
2,653
(2,460)
504
(242)
31
70
–
(76)
–––––––
480

(386)
(102)
(69)
482
(13)
25
61
(38)
(110)
–––––––
236

–––––––

–––––––

From 1 April 2012 the UK Corporation Tax rate changed from 26% to 24% and from 1 April 2013 the rate will reduce to 23%.

Taxation Amounts Recognised in the Balance Sheet
Current Tax
Payable Receivable
€000’s
€000’s
Balances at 1 January 2011
Paid/(received) during the year
ended 31 December 2011
(Charge)/credit in income statement
for prior years
(Charge)/credit in income statement
for the year ended 31 December
2011
Balances at 31 December 2011
Balances at 1 January 2012
Paid/(received) during the year
ended 31 December 2012
Charge in income statement for
prior years
(Charge)/credit in income statement
for the year ended 31 December
2012
Balances at 31 December 2012

Deferred Tax
Asset
Liability
€000’s
€000’s

Total
€000’s

(1,525)

1,356

–

–

(169)

1,627

(1,356)

–

–

271

(63)

–

38

–

(25)

(1,810)
––––––––
(1,771)

1,529
––––––––
1,529

45
––––––––
83

–
––––––––
–

(236)
––––––––
(159)

(1,771)

1,529

83

–

(159)

1,946

(1,529)

–

–

417

–––––––– –––––––– –––––––– –––––––– ––––––––
(70)

–

–

–

(70)

(1,290)
––––––––
(1,185)

943
––––––––
943

–
––––––––
83

–
––––––––
–

(347)
––––––––
(159)

–––––––– –––––––– –––––––– –––––––– ––––––––

Income taxes principally represent tax on the profits of the operations of Gaming VC Corporation
Limited, the Group’s licensed business in Malta.
Tax reclaimable represents a portion of the tax paid by Gaming VC Corporation Limited (a wholly
owned subsidiary company incorporated in Malta), which is refundable by the Maltese tax authorities
to GVC Holdings PLC shortly after the submission of the audited accounts and tax computation for
Gaming VC Corporation Limited.
Unrelieved tax losses remain available to offset against future trading profits. Should suitable taxable
profits arise, these losses would represent a deferred tax asset of approximately €595,000.
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7.

DISCONTINUED OPERATIONS

On 10 April 2012, the Group announced that it had entered into an arrangement to dispose of its Betaland
business to a third party for a nominal sum. The declining profitability of Betaland led the Board to conclude
that it was no longer in the shareholders’ interests for the Group to continue to own this business, the disposal
was completed on 4 May 2012. At the time of disposal the net assets of this business were nil. The results
from Betaland are shown below:
2012
2011
€000’s
€000’s
Net gaming revenue
Cost of sales

4,500
(1,451)
––––––––
3,049
(2,995)
––––––––
54
(1,059)
––––––––
(1,005)
–
––––––––
(1,005)
(173)
1
––––––––
(1,177)
63
––––––––
(1,114)

Gross profit
Marketing and revenue shares
Contribution
Other operating costs
Clean EBITDA/cashflow from operating activities
Exceptional items
EBITDA
Depreciation and amortisation
Financial income and expenses
Loss before tax
Tax
Loss after tax
*

Provision against deferred proceeds on the disposal of Betpro.

––––––––

20,006
(3,041)
––––––––
16,965
(12,806)
––––––––
4,159
(2,524)
––––––––
1,635
(904)
––––––––
731
(233)
3
––––––––
501
(24)
––––––––
477

––––––––

There were no cashflows from financing or investing activities in the period before disposal or in the prior
year.
8.

EARNINGS PER SHARE

8.1

Basic Earnings Per Share and Basic Earnings Per Share Before Exceptional Items
Basic earnings per share has been calculated by taking the profit attributable to ordinary shareholders
and dividing by the weighted average number of shares in issue. Basic earnings per share from
continuing operations before exceptional items has been calculated by taking the profit attributable to
ordinary shareholders and adding back the cost of exceptional items in the year and dividing by the
weighted average number of shares in issue.
2012
Profit/(loss) for the year from continuing operations attributable
to ordinary shareholders
(Loss)/profit for the year from discontinued operations attributable
to ordinary shareholders
Profit/(loss) for the year attributable to ordinary shareholders
Weighted average number of shares
Basic earnings from continuing operations (in €)
Basic earnings from discontinued operations (in €)
Basic earnings per share (in €)
Exceptional items
Profit for the year from continuing operations attributable
to ordinary shareholders before exceptional items
Basic earnings per share from continuing operations before
exceptional items (in €)
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10,350,000
(1,114,000)
9,236,000
––––––––––
31,553,164
––––––––––
0.328
(0.035)
––––––––––
0.293

2011
(622,000)
477,000
(145,000)
––––––––––
31,170,465
––––––––––
(0.020)
0.015
––––––––––
(0.005)

–––––––––– ––––––––––
(208,000)

3,919,000

10,142,000

3,297,000

0.321
––––––––––

0.106
––––––––––

8.2

Diluted Earnings Per Share and Diluted Earnings Per Share Before Exceptional Items
Diluted earnings per share has been calculated by taking the profit attributable to ordinary
shareholders and dividing by the weighted average number of shares in issue as diluted by share
options. Diluted earnings per share from continuing operations before exceptional items has been
calculated by taking the profit attributable to ordinary shareholders and adding back the cost of
exceptional items and dividing by the weighted average number of shares in issue, as diluted by share
options.
2012
Profit/(loss) for the year from continuing operations attributable
to ordinary shareholders
(Loss)/profit for the year from discontinued operations attributable
to ordinary shareholders
Profit/(loss) for the year attributable to ordinary shareholders
Weighted average number of shares
Effect of dilutive share options
Weighted average number of dilutive shares
Diluted earnings from continuing operations (in €)
Diluted earnings from discontinued operations (in €)
Diluted earnings per share (in €)
Exceptional items
Profit for the year from continuing operations attributable
to ordinary shareholders before exceptional items
Diluted earnings per share from continuing operations before
exceptional items (in €)

9.

10,350,000
(1,114,000)
9,236,000
–––––––––
31,553,164
505,663
–––––––––
32,058,827
–––––––––
0.323
(0.035)
0.288

2011
(622,000)
477,000
(145,000)
–––––––––
31,170,465
396,565
–––––––––
31,567,030
–––––––––
(0.020)
0.015
(0.005)

––––––––– –––––––––
(208,000)

3,919,000

10,142,000

3,297,000

0.316

0.104

Fixtures
and Fittings
€000’s

Total
€000’s

––––––––– –––––––––

PROPERTY, PLANT AND EQUIPMENT
Plant and
Equipment
€000’s

Cost
At 1 January 2011
Additions
At 1 January 2012
Additions
Disposals
At 31 December 2012

562
166
––––––––
728
412
(390)
––––––––
750

939
229
––––––––
1,168
80
(168)
––––––––
1,080

––––––––

––––––––

354
144
––––––––
498
211
(390)
––––––––
319

784
144
––––––––
928
98
(168)
––––––––
858

1,138
288
––––––––
1,426
309
(558)
––––––––
1,177

––––––––

Depreciation
At 1 January 2011
Depreciation charge for the year
At 1 January 2012
Depreciation charge for the year
Disposals
At 31 December 2012
Net Book Value
At 31 December 2011
At 31 December 2012

––––––––

––––––––

––––––––

230
431

240
222

470
653

––––––––
232

1,501
395
––––––––
1,896
492
(558)
––––––––
1,830

––––––––

––––––––

10.

INTANGIBLE ASSETS

Cost
At 1 January 2011
Additions
At 1 January 2012
Additions
Disposals
At 31 December 2012
Amortisation and Impairment
At 1 January 2011
Amortisation
At 1 January 2012
Amortisation
Disposals
At 31 December 2012
Net Book Value
At 31 December 2011
At 31 December 2012

Goodwill
€000’s

Trademarks &
Trade
Name
€000’s

Noncontractual
Software Consulting &
Customer
Licence
Magazine Relationships
€000’s
€000’s
€000’s

76,891
5,055
––––––––
81,946
–
–
––––––––
81,946

16,001
118
––––––––
16,119
–
–
––––––––
16,119

16,533
1,092
––––––––
17,625
628
(873)
––––––––
17,380

4,919
–
––––––––
4,919
–
–
––––––––
4,919

1,704
–
––––––––
1,704
–
–
––––––––
1,704

116,048
6,265
––––––––
122,313
628
(873)
––––––––
122,068

33,274
–
––––––––
33,274
–
–
––––––––
33,274

287
239
––––––––
526
256
–
––––––––
782

14,002
1,304
––––––––
15,306
1,729
(873)
––––––––
16,162

4,919
–
––––––––
4,919
–
–
––––––––
4,919

639
426
––––––––
1,065
426
–
––––––––
1,491

53,121
1,969
––––––––
55,090
2,411
(873)
––––––––
56,628

48,672
––––––––
48,672

15,593
––––––––
15,337

2,319
––––––––
1,218

–
––––––––
–

639
––––––––
213

67,223
––––––––
65,440

Total
€000’s

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

10.1 Amortisation
The amortisation for the year is recognised in the following line items in the income statement.

Net operating expenses
Discontinued activities

2012
€000’s

2011
€000’s

2,299
112
––––––––
2,411

1,827
142
––––––––
1,969

––––––––

––––––––

10.2 Impairment Tests for Cash-Generating Units Containing Goodwill and Trademarks
An Impairment Review of the Group’s goodwill and trademarks was carried out for the year ended
31 December 2012. The goodwill relates to B2C and B2B businesses and trademarks all relate to the
B2C business. The carrying values of the assets were compared with the recoverable amounts, the
recoverable amount was estimated based upon a value in use calculation, based upon management
forecasts for the years ending 31 December 2013 and up to 31 December 2017. The assumptions
detailed below have been determined based on past experience in this market which the Group’s
management believes is the best available input for forecasting this market.
Betboo
Significant growth is expected in the short-term and a step-down approach to 20% by 2017 is applied,
a long- term growth rate of 2% was used from 2018 to reflect the likely competitive pressures.
A discount rate of 35% was used, based on the internal rate of return of the Betboo acquisition. It was
concluded that the carrying value of the goodwill and trademarks was not impaired.
CasinoClub
A long-term growth rate of 2% was used to reflect the increasing competitive pressures from large
online gaming companies. A discount rate of 17.2% was used, based on company specific pre-tax
weighted average cost of capital. Having performed appropriate sensitivity analysis on the key
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assumptions (including reducing the growth rate to nil and increasing the discount rate to 22%), it was
concluded that the carrying value of the goodwill and trademarks was not impaired.
The following units have significant carrying amounts of goodwill:

Betboo*
CasinoClub
Total Goodwill
*

11.

2012
€000’s

2011
€000’s

8,333
40,339
––––––––
48,672

8,333
40,339
––––––––
48,672

––––––––

––––––––

€3,278,000 relates to B2C business (2011: €3,278,000) and €5,055,000 to B2B business (2011: €5,055,000).

ACQUISITION OF BETBOO

On 2 July 2009, the Group acquired the trade and assets of betboo.com, a leading South American internet
gaming operator, offering, bingo, casino, poker and a sports betting product.
The terms of the acquisition were an initial payment of US$4 million (€2,840k) with the sellers able to earn
up to a further US$26 million depending on performance.
On 23 February 2011, the Group announced a change in the terms of the earn out. Under the new
arrangements:
•

From 1 July 2011 there will be 36 monthly payments of $156,944.

•

From 31 January 2012, there will be four annual payments equal to 25% of the Betboo NGR earned
in the previous fiscal year.

•

The total earn out cap remains at $30 million.

•

The exchange rate between the US Dollar and Euro has been fixed at 1 Euro = US$ 1.4031.

Management originally estimated the deferred consideration payable to be €8,963k, and the discount to be
€4,076k, resulting in the discounted value being €4,887k. The revised earn out results in total deferred
consideration increasing to €18,530k and the discount to €8,588k resulting in the new discounted value being
€9,942k.
The fair values of the revised earn out has been estimated using cashflow projections for the 4 years to
31 December 2014, and discounted using the estimated weighted average cost of capital of 21%.
The fair values of the intangible assets acquired in the transaction and the impact of the revised earn out,
including the tax amortisation benefit, and their useful economic lives are as follows:
Year ended
31/12/2012
€000’s
Acquisition price of Betboo
– Initial consideration
– Acquisition costs
– Deferred consideration

2,840
300
18,530
––––––––
21,670
(8,588)
––––––––
13,082

Fair value
Discount
Net

––––––––
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Year ended
31/12/2012
€000’s
Useful economic life
4 years
4 years
4 years
Indefinite

Assets acquired at fair values
– Trade name
– Customer list
– Software
– Goodwill

696
1,703
2,455
8,333
––––––––
13,188
(106)
––––––––
13,082

Net current liabilities
Net

––––––––

The deferred consideration has been discounted to reflect its fair value at the date of acquisition. The effect
of this discount will be unwound over the period of the deferral with a charge to the income statement
contained within interest expense. The expected impact of this over the earn-out period is shown below:

Balance at 1 January
Fair value of deferred
consideration on acquisition
Fair value of additional
deferred consideration
on revision of earn out
Unwinding of discount charged
to income statement
Advance of deferred
consideration
Balance at 31 December

12.

2009
€000’s

2010
€000’s

2011
€000’s

2012
€000’s

2013
€000’s

2014
€000’s

2015
€000’s

Total
€000’s

–

5,354

6,170

12,940

12,283

13,960

14,670

–

4,887

–

–

–

–

–

–

4,887

–

–

5,055

–

–

–

–

5,055

467

1,087

2,387

2,206

1,677

710

55

8,589

(271)
(672)
(2,863)
–
––––––– ––––––– ––––––– –––––––
6,170
12,940
12,283
13,960

–
–––––––
14,670

–
–––––––
14,725

–
–––––––
5,354

(3,806)
–––––––
14,725

––––––– ––––––– ––––––– ––––––– ––––––– ––––––– ––––––– –––––––

RECEIVABLES AND PREPAYMENTS

Payment processor balances
Trade receivables
Other receivables
Loans and receivables
Prepayments

2012
€000’s

2011
€000’s

13,419
862
1,105
––––––––
15,386
1,970
––––––––
17,356

3,792
3,060
659
––––––––
7,511
1,472
––––––––
8,983

––––––––

––––––––

Payment processor balances described as receivables are funds held by third party collection agencies subject
to collection after one month, or balances used to make refunds to players.
Prepayments include payments as at 31 December 2012 for goods or services which will be consumed after
1 January 2013.
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13.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents
Bank balances
Balances at payment processors collectable within one month

2012
€000’s

2011
€000’s

6,632
–
––––––––
6,632

5,211
4,642
––––––––
9,853

6,374
–
258
––––––––
6,632

5,109
4,642
102
––––––––
9,853

––––––––

Held in the following institutions:
Bank of Valletta (Malta)
Payment processors
Other

Held in the following currencies (in Euro equivalents
at the balance sheet date):
Euro
US Dollars
British Pounds
Other

Comprising:
Own funds
Short term loan
Balances with customers (note 14)

Amount per share represented by own funds (in €)
14.

––––––––

––––––––

5,566
862
165
39
––––––––
6,632

7,764
1,895
59
135
––––––––
9,853

––––––––

––––––––

4,920
–
1,712
––––––––
6,632

4,737
2,924
2,192
––––––––
9,853

––––––––
––––––––
0.156

––––––––
––––––––

2012
€000’s

2011
€000’s

1,712
–
13,777
––––––––
15,489
3,493
––––––––
18,982

2,192
2,924
7,099
––––––––
12,215
3,711
––––––––
15,926

0.151

TRADE AND OTHER PAYABLES

Balances with customers
Short term loan*
Other trade payables
Total trade payables
Accruals

*

––––––––

––––––––

––––––––

provided by Sportingbet plc as part of the transaction with East Pioneer Corporation, the loan was interest free and repaid on the
31 May 2012.
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15.

OTHER TAXATION PAYABLE

Social security and other similar taxes
Value added taxes
Betting taxes and similar

2012
€000’s

2011
€000’s

186
–
–
–––––––
186

276
18
36
–––––––
330

–––––––

16.

–––––––

COMMITMENTS UNDER OPERATING LEASES

The Group leases various offices under non-cancellable operating leases. The leases have varying terms,
escalation clauses and renewal rights.
The future minimum lease payments under non-cancellable leases are as follows:

No later than one year
Later than one year and no later than five years

2012
€000’s

2011
€000’s

192
234
–––––––
426

237
354
–––––––
591

–––––––

17.

–––––––

SHARE CAPITAL AND RESERVES

17.1 Share Capital
On 21 May 2010 shareholders of Gaming VC Holdings S.A., approved a redomiciliation to The Isle
of Man which resulted, pari passu, in shareholders receiving shares with a nominal value of €0.01 in
GVC Holdings PLC. As a result of this transaction, GVC Holdings PLC acquired all the assets and
liabilities of Gaming VC Holdings S.A. Arising from this transaction was the creation of a Merger
Reserve. The various transfers into this reserve are shown in the Consolidated Statement of Changes
in Equity, see page 214.
The authorised and issued share capital is:

Authorised
Ordinary shares of €0.01 each
At 31 December – 40,000,000 shares
Issued, Called Up and Fully Paid
Ordinary shares of €0.01 each
At 31 December – 31,592,172 (2011: 31,469,095 shares)*
*

2012
€000’s

2011
€000’s

400
–––––––

400
–––––––

316
–––––––

315
–––––––

The shares issued in the period were for 123,077 employee share options exercised.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company. However, should the Company not be
satisfied as to the true identity of the shareholders it can suspend the entitlement of those shareholders
to a) vote at general meetings of the Company; and/or b) to receive dividends.
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17.2 Reserves

At 1 January 2012
Result for the year
Dividends paid
Share option charge
Lapsed share options
Share options exercised
At 31 December 2012

Share
Capital
€000’s

Share
Premium
€000’s

Merger
Reserve
€000’s

Retained
Earnings
€000’s

Total
€000’s

315
–
–
–
–
1
–––––––
316

416
–
–
–
–
195
–––––––
611

40,407
–
–
–
–
–
–––––––
40,407

16,036
9,236
(8,214)
568
(489)
–
–––––––
17,137

57,174
9,236
(8,214)
568
(489)
196
–––––––
58,471

––––––– ––––––– ––––––– ––––––– –––––––

The ‘Merger reserve’ arose on the re-domiciliation of the Group from Luxembourg to The Isle of
Man. It consists of the pre-redomiciliation reserves of the Luxembourg company plus the difference
in the issued share capital (31,135,762 share at €0.01 versus 31,135,762 shares at €1.24).
The Group’s capital management objectives are to ensure its ability to continue as a going concern
and to provide an adequate return to shareholders and benefits to other stakeholders by pricing
services commensurately with the level of risk, and maintaining an optimal capital structure to reduce
the cost of capital. The Group desires to pay not less than 75% of its net operating cashflows to
shareholders by way of dividends.
In order to maintain or adjust the capital structure, the Company may issue new shares, return capital
to shareholders, limit the amount of dividends paid, or sell assets.
Total equity employed at 31 December 2012 was €58.5 million (2011: €57.2 million).
18.

DIVIDENDS

After the balance sheet date, but up to the date on which these financial statements were approved, the
following dividends were proposed by the Directors and paid:

Total amount
Amount per qualifying share
19.

2012

2011

€2,211,452
€0.07

€3,475,139
€0.11

SHARE OPTION SCHEMES

The Group has three share option schemes:
(a)

the ‘original’ scheme that has been in place since the IPO of GVC Holdings PLC’s predecessor
Gaming VC Holdings S.A.

(b)

a ‘new’ scheme that was approved by shareholders on 21 May 2010 (the “21 May 2010 scheme”).

(c)

a further grant of options under the new scheme to three directors, approved by shareholders on
16 November 2011 (“16 November 2011 scheme”). A total of 1,600,000 shares under this scheme
were granted on 30 January 2012 at an exercise price of 154.79p.

The following options to purchase €0.01 ordinary shares in the Company were granted, exercised, lapsed or
existing at the year end.

238

Date of Grant

Exercise
Price

15 May 07
26 Feb 08
12 Dec 08
21 May 10
21 May 10
21 May 10
21 May 10
28 Jan 12

129p
138.16p
126p
213p
1p
1p
150p
154.79p

Total all schemes
*

Existing at
1 January Granted in
2012
the year
154,590
150,000
191,667
1,675,000
300,000
100,000
700,000
–
––––––––
3,271,257

–
–
–
–
–
–
–
1,600,000
––––––––
1,600,000

Exercised
in the
year*

Existing at Exercisable at
Lapses in 31 December 31 December
the year
2012
2012

(123,077)
–
–
(150,000)
–
–
–
–
–
(200,000)
–
–
–
(700,000)
–
–
–––––––– ––––––––
(123,077) (1,050,000)

31,513
–
191,667
1,675,000
100,000
100,000
–
1,600,000
––––––––
3,698,180

31,513
–
191,667
1,395,833
83,333
83,333
–
–
––––––––
1,785,679

Vesting
criteria
Note a
Note a
Note a
Note b
Note c
Note d
Note e
Note f

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

The average weighted share price on the date of exercise was 162.5p.

The existing share options at 31 December 2012 are held by the following employees:
Option price
Grant date
Kenneth Alexander
Richard Cooper
Lee Feldman
Nigel Blythe-Tinker
Other employees

Notes:

129p
15-May-07
–
–
–
–
31,513
––––––––
31,513

126p
213p
1p
12-Dec-08 21-May-10 21-May-10

154.79p
28-Jan-12

Total

–
191,667
–
–
–
––––––––
191,667

800,000
400,000
400,000
–
–
––––––––
1,600,000

1,600,000
991,667
800,000
75,000
231,513
––––––––
3,698,180

800,000
400,000
400,000
75,000
–
––––––––
1,675,000

–
–
–
–
200,000
––––––––
200,000

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

a.

These awards were granted under the original scheme, on the first anniversary of the grant date, 25% of the option vests.
Thereafter, the balance of the option vests over three years, at 1/36th per month. Following the disposal of Betaland, 150,000 of
these options with an exercise price of 138.16p lapsed.

b.

These options were granted under the new scheme, it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse.

c.

These options were granted under the new scheme; it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse. The awards are
subject to a performance condition which will require the Company’s average share price over a period of 30 dealing days to
reach 300p per ordinary share before the initial awards are capable of being exercised. Following the disposal of Betaland,
200,000 of these options with an exercise price of 1p lapsed.

d.

These options were granted under the new scheme, it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse. The awards are
subject to a performance condition which will require the Company’s average share price over a period of 30 dealing days to
reach 200p per ordinary share before the initial awards are capable of being exercised.

e.

These options were granted under the new scheme, these options can be exercised after a period of 3 years from the date of grant
subject to achieving performance targets set by the Company. Following the disposal of Betaland all of these options lapsed.

f.

These options were granted under the new scheme, it is expected that the initial awards will vest over a three year period as
follows; one third of the ordinary shares subject to each award will vest 12 months after the date of grant of the awards and the
balance of the ordinary shares will vest in eight equal quarterly instalments over the following 24 months. Once vested, awards
will normally be exercisable up to ten years from the date of grant at the end of which period they will lapse.

The charge to the consolidated income statement in respect of these options (excluding lapsed options) in
2012 was €568,000 (2011: €440,000) and a credit to the income statement of €489,000 (2011: €nil) in
respect of the lapsed options.
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19.1 Weighted Average Exercise Price of Options
The number and weighted average exercise prices of share options is as follows:
Weighted
average
exercise
price
2012
Outstanding at the beginning of the year
Granted during the year
Exercised during the year
Lapsed during the year

161p
155p
129p
120p

Outstanding at the end of the year

171p

Number of
options
2012

Weighted
average
exercise
price
2011

3,271,257
1,600,000
(123,077)
(1,050,000)
–––––––––
3,698,180
–––––––––
1,785,679

Exercisable at the end of the year

156p
–
108p
161p

–––––––––

Number of
options
2011
3,604,590
–
(333,333)
–––––––––
3,271,257
–––––––––
1,427,499

–––––––––

The options outstanding at 31 December 2012 have a weighted average contractual life of 5.7 years
(2011: 7.2 years).
19.2 Valuation of Options
The fair value of services received in return for share options granted in 2012, 2010, 2008 and 2007
were measured by reference to the fair value of share options granted. The estimate of the fair value
of the services received is measured on a Binomial valuation model. The contractual life of the option
(10 years) is used as an input into this model. Expectations of early exercise are incorporated into the
Binomial model. The option exercise price for all individuals was the average market price on grant
date, or a premium thereto apart from K Alexander whose options were priced at a premium to the
market price on the date of the announcement of his appointment.
Fair value of share options and assumptions:

Date of grant
1 Mar 07
15 May 07
13 Jul 07
13 Jul 07
21 Aug 07
21 Sep 07
27 Nov 07
26 Feb 08
12 Dec 08
21 May 10
21 May 10
21 May 10
28 Jan 12

Share
price
at date
of grant*
(in £)
1.08
1.22
1.42
1.42
1.25
1.32
1.33
1.35
1.05
1.85
1.85
1.85
1.67

Exercise
price
(in £)

Expected
volatility

Exercise
multiple

Expected
dividend
yield

Risk
free
rate**

Fair
value at
measurement
date

65%
50%
60%
60%
60%
55%
50%
50%
50%
60%
60%
60%
58%

2
2
2
2
2
2
2
2
2
2
2
2
2

8%
8%
8%
8%
8%
8%
8%
12%
12%
17%
17%
17%
20%

5.02%
5.33%
5.63%
5.63%
5.07%
5.08%
4.80%
4.53%
3.02%
2.75%
2.75%
2.75%
2.19%

0.46
0.40
0.53
0.53
0.48
0.48
0.44
0.35
0.17
0.39
0.05
0.59
0.33

1.00
1.29
2.98
1.60
1.29
1.345
1.33
1.3816
1.26
2.13
0.01
1.50
1.5479

*

This is the bid price, not the mid-market price, at market close, as sourced from Bloomberg.

**

The measurement of the risk-free rate was based on rate of UK sovereign debt prevalent at each grant date over the
expected term of the option.

The expected volatility is based on the historic volatility (calculated based on the weighted average
remaining life of the share options), adjusted for any expected changes to future volatility due to
publicly available information. There are no market conditions associated with the share option
grants.
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20.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Group’s principal financial instruments as at 31 December 2012 comprise cash and cash equivalents.
The main purpose of these financial instruments is to finance the Group’s operations. The Group has other
financial instruments which mainly comprise receivables and payables, which arise directly from its
operations. Cash and cash equivalents and trade and other receivables have been classified as loans and
receivables and trade and other payables, and deferred consideration as financial liabilities measured at
amortised cost.
During the year, the Group did not use derivative financial instruments to hedge its exposure to foreign
exchange or interest rate risks arising from operational, financing and investment activities. The Group does
not hold or issue derivative financial instruments for trading purposes.
20.1 Market Risk
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates
will affect the Group’s income or value of its holdings of financial instruments. Exposure to market
risk (which includes currency and interest rate risk) arises in the normal course of the Group’s
business.
20.2 Foreign Exchange Risk
Foreign exchange risk arises from transactions, recognised assets and liabilities and net investments
in foreign operations. The Group does not use foreign exchange contracts to hedge its currency risk.
The Group dividend is declared in the Euro. Two weeks before the dividend is due to be paid, the
Company sells Euro and buys British Pounds for an amount equal to the dividend.
The Group considers its net exposure to currency risk to be low and that the potential savings from
managing this exposure to be minimal.
The Group has investments in foreign operations which are all denominated in Euros minimising the
Group’s exposure to currency translation risk.
20.2.1 Analysis of the Balance Sheet by Currency
At 31 December 2012
Non-current assets
Receivables and prepayments
Tax reclaimable
Cash and cash equivalents
Total current assets
Trade and other payables
Taxation payable
Other taxation liabilities
Total current liabilities
Net current assets
Long Term Liabilities
– Deferred consideration*
Total assets less total liabilities
*

Euro
€000’s

GBP
€000’s

USD
€000’s

TRY
€000’s

Other
€000’s

Total
€000’s

66,176
––––––
10,608
943
5,566
––––––
17,117
––––––
(14,747)
(1,146)
(20)
––––––
(15,913)
––––––
1,204

–
––––––
1,286
–
165
––––––
1,451
––––––
(2,721)
(38)
(128)
––––––
(2,887)
––––––
(1,436)

–
––––––
1,462
–
862
––––––
2,324
––––––
(753)
–
–
––––––
(753)
––––––
1,571

–
––––––
3,453
–
–
––––––
3,453
––––––
(482)
–
–
––––––
(482)
––––––
2,971

–
––––––
547
–
39
––––––
586
––––––
(279)
(1)
(38)
––––––
(318)
––––––
268

66,176
––––––
17,356
943
6,632
––––––
24,931
––––––
(18,982)
(1,185)
(186)
––––––
(20,353)
––––––
4,578

–
––––––
2,971

– (12,283)
–––––– ––––––
268 58,471

(12,283)
–
–
–––––– –––––– ––––––
55,097 (1,436) 1,571

–––––– –––––– –––––– –––––– –––––– ––––––

priced in US Dollars but at a fixed Euro exchange rate.
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At 31 December 2011
Non-current assets
Receivables and prepayments
Tax reclaimable
Other tax reclaimable
Cash and cash equivalents
Total current assets
Trade and other payables
Taxation payable
Other taxation liabilities
Total current liabilities
Net current assets
Long Term Liabilities
– Deferred consideration*
Total assets less total liabilities
*

Euro
€000’s

GBP
€000’s

USD
€000’s

TRY
€000’s

Other
€000’s

Total
€000’s

67,776
––––––
6,545
1,529
–
7,764
––––––
15,838
––––––
(13,324)
(1,697)
(146)
––––––
(15,167)
––––––
671

–
––––––
12
–
–
59
––––––
71
––––––
(795)
(57)
(113)
––––––
(965)
––––––
(894)

–
––––––
263
–
–
1,895
––––––
2,158
––––––
(753)
–
–
––––––
(753)
––––––
1,405

–
––––––
1,559
–
–
–
––––––
1,559
––––––
(684)
–
–
––––––
(684)
––––––
875

–
––––––
604
–
–
135
––––––
739
––––––
(370)
(17)
(71)
––––––
(458)
––––––
281

67,776
––––––
8,983
1,529
–
9,853
––––––
20,365
––––––
(15,926)
(1,771)
(330)
––––––
(18,027)
––––––
2,338

–
––––––
875

– (12,940)
–––––– ––––––
281 57,174

(12,940)
–
–
–––––– –––––– ––––––
55,507
(894) 1,405

–––––– –––––– –––––– –––––– –––––– ––––––

priced in US Dollars but at a fixed Euro exchange rate.

A significant proportion of the Group’s financial assets and liabilities are denominated in
Euros, which minimises the Group’s exposure to foreign exchange risk. Management do not
consider the impact of possible exchange rate movements based on current market conditions
to be material to the net result for the year.
20.3 Interest Rate Risk
The Group earns interest from bank deposits. During the year, the Group held cash on deposits with
a range of maturities of less than three months. The Group had no committed borrowing facilities as
at 31 December 2012 (2011: €nil).
Management do not consider the impact of possible interest rate movements based on current market
conditions to be material to the net result for the year or the equity position at the year end for either
the year ended 31 December 2011 or 31 December 2012.
20.4 Credit Risk
The Group has no significant concentrations of credit risk with exposure spread over a large number
of customers. The Group does not grant credit facilities to any of its customers and the maximum
exposure to credit risk is represented by the carrying amount of each financial asset in the balance
sheet.
The Group has material exposure to credit risk through amounts owed by payment processors (third
party collection agencies) of €13.4 million (2011: €8.4 million) and cash balances held with banking
institutions of €6.6 million (2011: €5.2 million). The Group considers the credit risk associated with
these balances to be low, having assessed the credit ratings and financial strength of the
counter-parties involved. The Group is seeking to diversify its banking deposits to further reduce
credit risk.
No provision for impairment has been made at 31 December 2012 (2011: €nil). No receivable
amounts were past due date at 31 December 2012 (2011: €nil).
20.5 Liquidity Risk
At 31 December 2012, the Group had cash and cash equivalents of €6.6 million (2011: €9.9 million)
and considers liquidity risk to be low for the business. All financial liabilities at the year-end are due
within one year, with the exception of the deferred consideration on Betboo.
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20.6 Fair Values
The carrying amounts of the financial assets and liabilities, including deferred consideration in the
Balance Sheet at 31 December 2012 and 2011 for the Group and Company are a reasonable
approximation of their fair values. All trade and other receivables and payables have a maturity of less
than one year.
20.7 Summary of Financial Assets and Liabilities by Category
The carrying amounts of the Group’s financial assets and liabilities recognised at the balance sheet
date are categorised as follows:

Current assets:
Financial assets measured as loans and receivables:
– Trade and Other receivables
– Cash and cash equivalents
Current liabilities:
Financial liabilities measured at amortised cost:
– Trade and other payables
– Deferred consideration
21.

2012
€000’s

2011
€000’s

15,386
6,632
––––––––

7,511
9,853
––––––––

18,982
12,283

15,926
12,940

RELATED PARTIES

21.1 Identity of Related Parties
The Group has a related party relationship with its subsidiaries (see note 22) and with its Directors
and executive officers.
21.2 Transactions with Directors and Key Management Personnel
Nigel Blythe-Tinker is the Executive chairman of Pentasia Limited, a leading recruiter in the field of
internet gaming. During the year ended 31 December 2012, Pentasia provided recruitment services to
various members of the Group to a value of €17,689 (2011: €36,472).
Karl Diacono is the Chief Executive Officer of Fenlex Corporate Services Limited, a corporate service
provider incorporated in Malta. During the year ended 31 December 2012, Fenlex received €55,391
from the Group in relation to Company secretarial matters arising in Malta (2011: €31,138).
The wife of Richard Cooper received dividends during the year of €35,100 in respect of his beneficial
interest in the ordinary share capital of the Group. Richard Cooper and his wife were the shareholders
of Rousset Capital Limited, a company incorporated in the United Kingdom. During the year ended
31 December 2011, Rousset Capital Limited provided conference and meeting room services
amounting to £nil (€nil) (2011: £9,908 (€11,513)).
Lee Feldman received dividends during the year of €19,162 (2011: €10,740) in respect of his
beneficial interest in the ordinary share capital of the Group. Lee Feldman is the Managing Partner of
Twin Lakes Capital, a private equity firm based in New York. During the year ended 31 December
2012, Twin Lakes Capital received £50,000 (€62,697) (2011: £50,000 (€58,910)) in relation to office
services.
The wife of Kenneth Alexander received dividends during the year of €81,467 (2011: €16,000) in
respect of his beneficial interest in the ordinary share capital of the Group.
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The Directors are satisfied that all of the above arrangements were at arms-length commercial rates.
Details of the remuneration of key management are detailed below:

Salaries and employee benefits
Share based payments

2012
€000’s

2011
€000’s

3,973
257
––––––––
4,230

3,602
273
––––––––
3,875

––––––––

––––––––

Details of Directors’ remuneration is given in paragraph 15 of Part 10 of this document.
22.

GROUP ENTITIES

Significant subsidiaries

Country of incorporation

GVC Corporation B.V.*
Intera N.V.
GVC Sports B.V.
Gaming VC Corporation Limited
GVC Administration Services Limited

Netherlands Antilles
Netherlands Antilles
Netherlands Antilles
Malta
England and Wales

*

23.

Ownership interest
2012
2011
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%

also has a branch registered in Israel

CONTINGENT LIABILITIES

The Group, through its trading websites, offers progressive jackpots on slot machines.
23.1 CasinoClub Progressive Jackpots
Unlike Betaland, CasinoClub does not participate in the network progressive jackpot scheme; instead,
it offers an equivalent system in which only its own customers participate. This means that
CasinoClub make no contributions to the central fund as it builds up (since they are the only operator
in the scheme, this would serve no purpose) and, should a CasinoClub customer win the progressive
jackpot, there is no central fund to cover the payout so the cost of this would be taken directly to the
Income Statement in the period in which it would be won.
Across 37 games, the total of the available jackpots at 31 December 2012 was €6.6 million (2011:
33 games and total available jackpot of €5.9 million). The single largest jackpot available amounted
to €2.9 million from the slots game “Aladdin’s Lamp” (2011: €2.7 million).
The Group had no winners of a significant jackpot. In accordance with the Group’s policy.
23.2 East Pioneer Corporation Guarantee
On 21 November 2011 the Group entered into a service agreement and guarantee relating to the
acquisition by East Pioneer Corporation B.V. (“EPC”) from Sportingbet plc of Superbahis, a Turkish
language website. The maximum contingent liability under this agreement at inception was
€171 million. The Directors consider this has a fair value of €nil.
GVC is providing back office and support services to EPC, and hence entered into the agreement with
Sportingbet.
Additionally GVC entered into the agreement for the purpose of guaranteeing to a subsidiary of
Sportingbet the payment and performance by EPC of all amounts and obligations under the Business
Purchase Agreement and certain other Transaction Documents. The full detail of the arrangements is
contained in the circular to shareholders dated 31 October 2011 which is available on the Group’s
website.
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The consideration due from EPC to Sportingbet under the terms of the Business Purchase Agreement
will be payable in monthly instalments in arrears. The amounts payable are dependent on whether the
software being used remains on the Sportingbet platform, and are calculated as follows:

24.

(a)

for each month of the first three years following 21 November 2011 until the software platform
being used ceases to be that of Sportingbet, an amount equal to 75 per cent. and, following the
software platform ceasing to be that of Sportingbet, 67.5 per cent., of a definition of Adjusted
Combined Net Revenue (close to GVC’s definition of gross profit, but before marketing
expenditure but after affiliate commissions, and subject to certain allowances and thresholds).
The calculation is a combination of the revenue from Superbahis and similar sites operated by
GVC. This is known as the Initial Profit Share;

(b)

for each calendar month during the fourth year following 21 November 2011, if the Initial
Profit Share is less than €142.5 million (“Minimum Consideration”), the profit share will
continue as outlined in (a) above capped at an amount equal to the sum of €28.5 million and
the amount by which the Initial Profit Share is less than the Minimum Consideration. If the
Initial Profit Share is greater than the Minimum Consideration, the profit share will continue
as outlined in (a) above capped at €28.5 million (the “Second Profit Share”); and

(c)

for each calendar month during the fifth and sixth years following Completion, if the aggregate
of the Initial Profit Share and the Second Profit Share is less than the Minimum Consideration,
the profit share will continue as outlined in (a) above capped at an amount equal to the amount
by which the Initial Profit Share, together with the Second Profit Share, is less than the
Minimum Consideration. If the aggregate of the Initial Profit Share and the Second Profit Share
is more than or equal to the Minimum Consideration, no further Consideration is payable.

ACCOUNTING ESTIMATES AND JUDGEMENTS

The Directors discuss the development, selection and disclosure of the Group’s critical accounting policies
and estimates and the application of these policies and estimates.
In the application of the accounting policies, which are detailed in this note, the Directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these
estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the revision affects both current and future
periods. The estimates and assumptions, which have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are discussed below.
24.1 Intangible assets
For all acquisitions management has recognised separately identifiable intangible assets on the
Balance Sheet. These intangible assets have been valued based on expected future cashflow
projections from existing customers. The calculations of the value and estimated future economic life
of the assets involve, by the nature of the assets, significant judgement.
24.2 Customer liabilities
Customer liabilities represent cash held by the Group on behalf of customers. These are stated net of
an allowance for uncollected dormant balances. Management apply judgement calculating the
allowance by reference to player terms and conditions.
The estimates and judgements which have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below.
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24.3 Receivables
Management apply judgement in evaluating the recoverability of receivables. To the extent that the
Board believes receivables not to be recovered they have been provided for in the financial statements.
24.4 Impairment of Goodwill and Trademarks
Determining whether goodwill and trademarks with an indefinite useful life are impaired requires an
estimation of the value in use of the cash-generating units. The value-in-use calculation requires the
entity to estimate the future cashflows expected to arise from the cash-generating unit and select a
suitable discount rate in order to calculate present value. Note 10.2 provides information on the
assumptions used in these financial statements.
The valuation work to assess the impairment of goodwill and intangible assets was conducted by
internally by management.
24.5 Share Options
Accounting for share option charges requires a degree of judgement over such matters as dividend
yield, and expected volatility. Further details on the assumptions made by management are disclosed
in note 19.
24.6 Open Bets
The Directors review the scale and magnitude of open bets frequently, and in particular at the balance
sheet date. Assessments are made on whether to make provisions for the outcome of such open bets.
Management have assessed that the value of open bets at year end is not material.
24.7 East Pioneer Corporation B.V.
On 21 November 2011 the Group entered into a B2B arrangement with East Pioneer Corporation B.V.
(“EPC”) to provide a suite of back office services to the company following EPC’s acquisition of
Superbahis, a business operated by Sportingbet plc (“SBT”).
The terms of the contracts between SBT, EPC and the group are complex. Neither the Group nor EPC
currently provide the platform or licensing, hold the customers on their servers, retain the brand nor
set and control the sports book odds of the website. In return for the back office services provided, the
Group is entitled to receive income from EPC equating to a share of the profits of the business. The
Group does not, however have any interest in the net assets or equity of EPC which is an
independently held entity. Management assert that the group does not currently control any of the
operating or financial policies of EPC. The Group does recognise there are material transactions
between itself and EPC and the provision of back office services necessitates an interchange of
management personnel and the provision of essential technical information between EPC and the
Group. Accordingly, such amounts due under the B2B transaction with EPC are therefore included
within revenue.
The Directors consider that the guarantee relating to the acquisition by EPC as referred to in note 23
has a fair value of €nil due to the uncertainty regarding the regulatory environment in which EPC
operates and also due to the fact that much of the cash used to fund such payments resides within
payment processor accounts operated by the Group.
25.

GOING CONCERN

The Group’s business activities, together with the factors likely to affect its future performance and position
are set out in the Chairman’s, Chief Executive’s and Group Finance Director’s statements. Note 20 to the
financial statements sets out the Group’s financial risk management policies, and its exposure to credit risk
and liquidity risk.
The Directors have assessed the financial risks facing the business, and compared this risk assessment to the
net current assets position and dividend policy. The Directors have also reviewed relationships with key
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suppliers and software providers and are satisfied that the appropriate contracts and contingency plans are in
place. The Directors have prepared income statement and cashflow forecasts to assess whether the Group has
adequate resources for the foreseeable future.
The Directors consider that the Group has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the
consolidated financial statements.
26.

SUBSEQUENT EVENTS

26.1 Acquisition of Sportingbet plc
On 20 December 2012, the GVC Board, the William Hill Board and the Sportingbet Board announced
that they had reached agreement on the terms of a recommended offer pursuant to which GVC will
acquire the entire issued and to be issued share capital of Sportingbet, and members of the William
Hill Group will acquire the Sportingbet Australian Business, the “miapuesta” brand, certain Guernsey
domiciled companies which hold title to the Guernsey Properties and be granted a call option over the
Sportingbet Spanish Business. The acquisition was effected by way of a Court-sanctioned scheme of
arrangement under Part 26 of the UK Companies Act 2006.
The Acquisition had been unanimously recommended by the GVC Board, the William Hill Board and
the Sportingbet Board and was approved by shareholders at an Extraordinary General Meeting on
21 February 2013 and the effective date of the scheme was 19 March 2013. GVC issued 29,018,075
shares as consideration to Sportingbet shareholders at 233.5p, there is no contingent consideration
related to the acquisition. Further details including the prospectus can be found on the GVC website
at www.gvc-plc.com.
IFRS 3 ‘Business Combinations’ requires disclosure of the fair value of the identifiable assets and
liabilities and the subsequent calculation of goodwill for all business combinations that occur after the
reporting date but before the financial statements are authorised for issue unless the disclosure is
impractical. As the acquisition completed on the same day as the financial statements were authorised
for issue management have not had access to the financial records of Sportingbet plc in order to carry
out their initial fair value estimate of the identifiable assets and liabilities and therefore consider the
disclosure requirements of IFRS 3 to be impractical at the date of issue of these financial statements.
Disclosure will be made in the Groups interim financial report for the six months to 30 June 2013.
26.2 Other Events
There have been no other subsequent events between 31 December 2012 and the date of the signing
of these accounts that merit inclusion.
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PART 4
OPERATING AND FINANCIAL REVIEW – GVC HOLDINGS PLC
Some of the information in this Operating and Financial Review and elsewhere in this document includes
forward-looking statements that involve risks and uncertainties. Please see the section entitled “Risk Factors”
on pages 21 to 54 of this document for a discussion of important factors that could cause actual results,
operations or cashflows to differ materially from that described, expressed or implied in the forward-looking
statements contained in this document.

AI 6.1.1
AI 6.2
AI 9.1
AI 9.2.2
AI 9.2.3
AI 12.1

The following is a discussion of the GVC Group’s results, operations and financial condition for the financial
years ended 31 December 2012, 31 December 2013 and 31 December 2014, together with the six month
periods ended 30 June 2015 and 30 June 2014. The financial information set out below has been extracted
without material adjustment from the audited financial statements for the years ended 31 December 2012,
31 December 2013 and 31 December 2014 and the unaudited Financial Statements for the six months ended
30 June 2014 and 30 June 2015.

AI 20.7.1
ESMA 27 – 32
ESMA 33 – 34

The following discussion and analysis should be read in conjunction with the financial information on the
GVC Group set out in Part 3 of this document. The financial information included or incorporated by
reference into this Part 4 has been extracted without material adjustment from the financial information
referred to in Part 3 of this document or has been extracted without material adjustment from the GVC
Group’s accounting records which formed the underlying basis of the financial information referred to in
Part 3. The financial statements referred to in this Operating and Financial Review are prepared in
accordance with IFRS, except where stated otherwise.
The accounting principles set out in the GVC Group’s annual report and audited accounts have been applied
consistently for the purposes of preparing this financial information.
1.

KEY EVENTS AFFECTING THE ACCOUNTING INFORMATION

21 November 2011 – GVC enters into a B2B contract with Curaçao based East Pioneer Corporation B.B.
(“EPC”) to provide back-end support to the Superbahis business, acquired by EPC from Sportingbet plc.
4 May 2012 – GVC disposes of its Italian language “Betaland” business for nil consideration.
19 March 2013 – GVC acquired Sportingbet plc, excluding its Australian business, which was acquired by
William Hill plc contemporaneously. William Hill plc also acquired the Sportingbet Spanish business on
16 September 2013 from GVC. In 2013 the Sportingbet Spanish business’ Contribution for the period
between 19 March 2013 and 16 September 2013 is treated as a credit to exceptional items in GVC’s income
statement.
29 May 2014 – GVC acquires a 15 per cent. stake in Betit Holdings Limited, a Scandinavian-focused online
casino and Sportsbook company.
27 March 2015 – GVC announces the cancellation of the “in-the-money” share options awarded to directors
and, in their place, implements a retention scheme of an equivalent value which has a two year duration in
order to “lock-in” the directors.
In terms of external events, the sporting calendars are crucial, thus within the timeframe covered by this
review two very important football competitions took place, being the UEFA 2012 European Championship
and the FIFA 2014 World Cup.
2.

OVERVIEW AND BACKGROUND

2.1

The GVC Group and its operations
GVC owns and operates a sportsbetting platform which is accessible to customers in many markets.
Alongside this platform, GVC provides additional third party casino and poker products which are
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AI 6.3
AI 9.2.1

cross-sold to sports customers. This “cross-sell” of casino and poker makes the overall platform
offering more profitable as the customers spend more and stay on the website for longer. Thus offering
an industry leading sportsbetting platform is seen as “the key to the door” opening further online
gaming opportunities.
(a)

Sportsbook
GVC’s Sportsbook division principally represents its sports-led brands being “Sportingbet”
and “Betboo”.
GVC has been providing EPC with access to its Sportsbook since November 2011. EPC bought
the Turkish language website “Superbahis” from Sportingbet plc at that time.

(b)

Casino and other
GVC also operates a standalone German language casino, “CasinoClub”. CasinoClub runs on
third party software operated by Boss Media.
There are a variety of third-party suppliers of casino software including such well-known
industry names as Net Entertainment and Evolution Gaming. Both of these companies are
themselves listed on Scandinavian stock markets.
In GVC’s Sportsbook operation, the casino game providers themselves take the underwriting
risk or progressive jackpots. In GVC’s CasinoClub operation, GVC takes the underwriting risk
of progressive jackpots.

2.2

Trading and the income statement
Revenues are derived from a combination of sports betting, casino, poker and other gaming activities,
and are netted with bonuses and promotions directly credited to customers’ accounts. The resulting
figure is referred to as Net Gaming Revenue, or “NGR”. Sports wagers and the margin derived
therefrom are seen as pivotal indicators of growth. One of GVC’s key KPIs has always been NGR
per day, as this evens out differences between calendar quarters.
The GVC Group has a variety of variable costs. In traditional parlance these would be considered
“cost of sales” and would include: betting taxes, payment processing fees, debt default from
customers or payment processors themselves and royalties payable to providers of third-party
software. In addition, the GVC Group has a series of “distribution expenses” which include: affiliate
commissions, partner shares and other marketing costs.
NGR, less variable costs represents Contribution, another key metric for GVC.
The GVC Group’s remaining expenses are either cash-based (such as payrolls, office rentals, IT costs,
professional fees and other general and administrative expenses), or non-cash based (such as
depreciation, amortisation, or share option charges).

2.3

Statement of financial position and cashflows
The GVC Group’s significant current assets are: cash and cash equivalents, and balances with
payment processors, who act as payment intermediaries. The GVC Group’s significant current
liabilities include: customer liabilities, supplier balances, affiliate balances, and liabilities to gaming,
VAT, income and other taxes.
The GVC Group keenly focuses on cash generation and its liquidity position, having neither bank
lines nor bank debt up to 4 September 2015, when GVC drew upon the Cerberus Loan. GVC looks
closely at the customer liability coverage ratio (cash plus payment processor balances less customer
liabilities, expressed as a percentage of customer liabilities), together with the percentage of Clean
Net Operating Cashflow (“CNOC”) distributed by way of dividends.
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In line with its strategy for 2014, GVC invested in its products (principally mobile and in-play). These
investments, which totalled €3.3 million (2013: €nil), have been capitalised as required under IAS 38
(Intangible Assets). Mobile is fast becoming the natural choice for players in many markets, and so
continued investment in mobile is seen to be key to future success. In addition, GVC has broadened
its games offering through third party integration.
The ability to offer market leading in-play products is a significant milestone in unlocking additional
organic growth opportunities. In addition, efforts in widening GVC’s payments capability and content
to assist the expansion of our in-play market were key achievements as in-play represented
approximately 70 per cent. of Sports Gross Gaming Revenue (“GGR”) in Q4 2014.
The GVC Group has previously prepared a simplified financial model to assist readers of its financial
statements. A copy is reproduced below.
Simplified business model
Year ended 31 December 2014
Per day
€000s
€000s
€000s

‘Formula’
a
b
c=axb
d
e=c+d
f
g=e+f
h
j=gxh
k=g+j
m
n=k+m
p = n/g
q
r
s
t
u = sum q-t
v=n+u
w = v/g
y
z = y/v

Wagers
Margin %
Gross margin
Sports bonus
Sports NGR
Gaming NGR across all brands
TOTAL NGR
Variable cost %
Variable costs
CONTRIBUTION
Other expenditure
CLEAN EBITDA
CLEAN EBITDA %
Capitalised development costs (3,343)
Net corporate taxes paid
(508)
Working capital and other
movements
(742)
Capex and lease payments
(1,951)
Total of additional operating
cashflows
CLEAN NET OPERATING
CASHFLOWS (“CNOC”)
NOC %
Dividends
Dividends as a % of CNOC
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1,463,523
9.8%
143,544
(33,345)
110,199
114,602
224,801
45.2%
(101,513)
123,288
(74,126)
49,162
21.9%

(6,544)
42,618
19.0%
(33,607)
78.9%

4,010

616

3.

FINANCIAL HIGHLIGHTS

INCOME STATEMENT – extracts
(€000 unless
otherwise stated)

Year ended
31.12.12

Days in period
366
Sports wagers
518,931
Sports margin (%)
11.3%
Proforma revenue
107,143
Revenue
60,325
Contribution
36,476
Clean EBITDA
15,452
Exceptional items
208
Share option charges
(79)
Depreciation & Amortisation
(2,547)
Earn-out deferred discount
(2,206)
Betit put option
–
Net Financial income/(expense)
2
Profit before tax
10,830
Tax
(480)
Profit after taxation
10,350
Normalised EPS – diluted
(€cents)
31.6c
Dividends paid (per share)
(€cents)
26.0c

Year ended
31.12.13
365
1,169,505
9.6%
182,125
169,959
102,631
38,299
(19,711)
(730)
(3,740)
(1,677)
–
573
13,014
(711)
12,303

Year ended
31.12.14
365
1,463,523
9.8%
224,801
224,801
123,288
49,162
–
(736)
(3,912)
(710)
(1,593)
(920)
41,291
(728)
40,563

Six months
ended
30.06.14
180
694,320
9.9%
105,066
105,066
56,722
22,355
–
(124)
(1,772)
(400)
(1,593)
(447)
18,019
(447)
17,572

Six months
ended
30.06.15
180
823,703
8.8%
120,916
120,916
65,401
25,485
(4,708)
(202)
(2,202)
(27)
–
(1,279)
17,067
(322)
16,745

57.2c

61.4c

26.7c

33.3c

28.0c

55.0c

27.5c

28.0c

Note:
“Pro-forma” revenue includes the proportion of the revenue booked to EPC, but which, since 19 March 2013, requires consolidation
in the Consolidated Income Statement of GVC Holdings under accounting standards.
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STATEMENT OF FINANCIAL POSITION – extracts
As at
(€000 unless otherwise stated) 31.12.12
NON CURRENT ASSETS
Property, plant and equip.
Intangible assets
Betit call option
Deferred tax

653
65,440
–
83
––––––––
66,176
––––––––

OTHER NET ASSETS
Restricted cash
Non-restricted cash

–
6,632
––––––––
Total cash
6,632
Payment processor balances
13,419
Customer balances
(1,712)
––––––––
Customer coverage
18,339
Other debtors and
prepayments less trade
payables and accruals
(13,333)
Net Corporation tax
(242)
Net other taxes
(186)
William Hill loan
–
Finance leases
–
Share option liability
–
Betit put option
–
Deferred consideration
(12,283)
––––––––
(7,705)
––––––––
Analysed as:
Current assets
24,931
Current liabilities
(20,353)
Non-current liabilities
(12,283)
––––––––
(7,705)
––––––––
Total net assets
58,471
Number of shares in issue
Weighted average number
of shares in issue
Issued share capital
Retained earnings
Other reserves
Total Equity

As at
31.12.13

As at
31.12.14

As at
30.06.14

As at
30.06.15

918
153,850
–
–
––––––––
154,768
––––––––

1,147
154,260
3,801
–
––––––––
159,208
––––––––

864
152,360
3,801
–
––––––––
157,025
––––––––

1,634
155,205
3,801
–
––––––––
160,640
––––––––

7,356
11,452
––––––––
18,808
18,270
(13,298)
––––––––
23,780

3,506
14,323
––––––––
17,829
22,222
(13,036)
––––––––
27,015

1,092
14,903
––––––––
15,995
17,156
(13,060)
––––––––
20,091

3,935
17,505
––––––––
21,440
17,696
(12,109)
––––––––
27,027

(15,321)
(845)
(3,876)
(7,662)
(2,166)
–
–
(7,582)
––––––––
(13,672)
––––––––

(21,578)
(1,089)
(1,199)
(5,512)
(1,689)
–
(1,745)
(3,953)
––––––––
(9,750)
––––––––

(15,464)
(1,065)
(2,143)
(8,087)
(1,692)
–
(1,745)
(4,842)
––––––––
(14,947)
––––––––

(23,191)
(1,199)
(1,753)
(6,214)
(1,588)
(12,077)
(1,745)
(2,779)
––––––––
(23,519)
––––––––

44,570
(44,291)
(13,951)
––––––––
(13,672)
––––––––
141,096

49,498
(50,446)
(8,802)
––––––––
(9,750)
––––––––
149,458

44,314
(46,575)
(12,686)
––––––––
(14,947)
––––––––
142,078

49,820
(63,382)
(9,957)
––––––––
(23,519)
––––––––
137,121

––––––––

––––––––

––––––––

––––––––

––––––––

31,592,172

60,906,760

61,276,480

60,933,427

61,276,480

31,553,164
316
17,137
41,018
––––––––
58,471

54,586,391
609
15,191
125,296
––––––––
141,096

61,099,894
613
22,699
126,146
––––––––
149,458

60,912,801
609
16,132
125,337
––––––––
142,078

61,276,480
613
10,362
126,146
––––––––
137,121

––––––––

––––––––
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––––––––

––––––––

––––––––

STATEMENT OF CASH FLOWS – extracts
Year ended
(€000 unless otherwise stated) 31.12.12
Clean EBITDA
15,452
Acquisition related
exceptional items
–
Non-acquisition exceptional
items
208
Capitalised software
–
Other non-current assets
(1,120)
Tax payments
(417)
Finance lease payments
–
Other movements in
working capital
(6,463)
––––––––
CNOC*
7,660
Dividends
(8,214)
Deferred consideration
(2,863)
William Hill loan
–
William Hill contribution
–
Sportingbet acquisition
balance sheet deficits
–
Share option exercises
196
Investment in Betit
–
––––––––
Net cash flow
(3,221)
B.fwd
9,853
––––––––
C.fwd
6,632
*

Year ended
31.12.13
38,299

Year ended
31.12.14
49,162

Six months
ended
30.06.14
22,355

–

–

–

Six months
ended
30.06.15
25,485
(1,000)

(19,711)
–
(41)
(437)
–

–
(3,343)
(802)
(484)
(1,149)

–
–
(229)
(220)
(500)

–
(2,663)
(407)
(213)
(948)

2,719
––––––––
20,829
(14,979)
(6,378)
8,020
42,562

(766)
––––––––
42,618
(33,607)
(4,339)
(2,856)
–

(716)
––––––––
20,690
(16,755)
(3,140)
–
–

1,717
––––––––
21,971
(17,160)
(1,200)
–
–

(38,172)
294
–
––––––––
12,176
6,632
––––––––
18,808

–
854
(3,649)
––––––––
(979)
18,808
––––––––
17,829

–
41
(3,649)
––––––––
(2,813)
18,808
––––––––
15,995

–
–
–
––––––––
3,611
17,829
––––––––
21,440

––––––––

––––––––

––––––––

––––––––

––––––––

Year ended
31.12.12

Year ended
31.12.13

Year ended
31.12.14

Six months
ended
30.06.14

Six months
ended
30.06.15

1,418

3,204

4,010

3,836

4,551

293
60%
26%
107%
1071%

499
60%
21%
72%
179%

616
55%
22%
79%
207%

580
54%
21%
81%
154%

668
54%
21%
78%
223%

Clean Net Operating Cash flow

KPIS – extracts

Sport wagers per day
(€000)
Proforma revenue per day
(€000)
Contribution %
Clean EBITDA %
Dividends as % of CNOC
Customer liability coverage
4.

REVIEW

Prevailing across the periods under review are the industry-wide trends of a greater amount of sportsbetting
being “in-play” (as opposed to pre-match) and a greater take-up of sports and casino offerings across mobiles
and tablets.
4.1

Sports wagers
(a)

2012–2013
Sports wagers in 2013 grew to €1,169,505,000, up 125 per cent from €518,931 in 2012, due to
a combination of the impact of the acquisition on 19 March 2013 of Sportingbet (excluding
Australia from 19 March 2013 and Spain 16 September 2013) along with organic growth
across the GVC Group’s CasinoClub and Betboo brands.
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(b)

2013–2014
June and July 2014 witnessed the FIFA World Cup Finals in Brazil, a territory in which GVC
has a significant marketing presence. The occurrence of this sporting event helped drive
significant growth in all metrics of the business.
Sports wagers grew 25 per cent. to an average of €4.0 million per day (2013: €3.2 million).
The sports hold was a benevolent 9.8 per cent., up 20bp on 2013. This led to pro forma
revenues increasing by 23.4 per cent. to €224.8 million, or €616,000 per day.

(c)

H1-2015: H1-2014
The six months to June 2014 reflected 30 games of the FIFA World Cup, whilst the comparable
period for 2015 did not. Notwithstanding this, the GVC Group grew its sports wagers by
19 per cent.

4.2

Win margin
Sports margin percentages (win/wagers) fluctuate daily depending on sports results, however GVC’s
combination of diversified geographies and the success of its in-play product mitigate this volatility.
(a)

2012–2013
In 2012 the GVC Group’s sports margin was primarily derived from two high-margin
territories, being Brazil and Turkey. Following the acquisition of Sportingbet in 2013 and its
presence in more mature, and hence lower margin, markets, the GVC Group’s sports margin
naturally softened to 9.6 per cent. in 2013 (2012: 11.3 per cent.). 2012 also benefitted from
favourable results from the UEFA 2012 European Championships.

(b)

2014
In 2014, the monthly gross margin ranged from a low of 8.3 per cent. to a high of 11.8 per cent.,
with an average of 9.8 per cent. (2013: 9.6 per cent).

(c)

H1-2015: H1-2014
The growth in sports wagers in H1 2015 was partially offset by some well-publicised
“punter-friendly” results which trimmed 110bp from the H1 2014 sports margin, resulting in
an 8.8 per cent. win margin for the six months ended 30 June 2015.

4.3

NGR and pro forma revenues
The difference between “pro forma” revenues and revenues of €12.1 million is the revenue attributable
to the EPC contract, not capable of being consolidated prior to 19 March 2013 under IFRS. GVC
reports both figures as it provides a greater comparability of the pre- and post-Sportingbet acquisition
trading.
(a)

2012–2013
Pro forma revenues rose by 70 per cent. to €182.1 million in 2013, up from €107.1 million in
2012. Revenues rose by 182 per cent. to €170.0 million in 2013, up from €60.3 million in 2012.
These increases arose through a combination of organic growth and the inclusion of revenues
for Sportingbet for the 287 days from 19 March 2013 to 31 December 2013.

(b)

2013–2014
Pro forma revenues rose by 23.4 per cent. to €224.8 million, up from €182.1 million, and total
revenues rose by 32.2 per cent. to €224.8 million, up from €170.0 million, reflecting a full year
of earnings from Sportingbet in 2014 (2013: 287 days), along with organic growth driven from
the FIFA World Cup.
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(c)

H1-2015: H1-2014
Revenues rose by 15 per cent. to €120.9 million, up from €105.0 million. This amounted to
€668,000 per day and reflected further growth across GVC’s markets and the legacy customer
acquisitions derived from the FIFA World Cup campaign in the prior year.

4.4

Contribution Margin
(a)

2012–2013
Contribution Margin remained static at 60 per cent. in both 2012 and 2013 reflecting little
change in the operating mix and no increase in the rate of marketing expenditure.

(b)

2013–2014
The planned investment in marketing, particularly in the Brazilian market, ahead of and after
the FIFA World Cup, led to the Contribution Margin declining to 55 per cent.

(c)

H1-2015: H1-2014
The amount of Contribution was €65.4 million for H1 2015 was 15.3 per cent. higher than
H1 2014 (€56.7 million) at a constant margin of 54.0 per cent in both periods.

4.5

Clean EBITDA
(a)

2012–2013
Clean EBITDA rose from €15.5 million in 2012 to €38.3 million in 2013 as the Sportingbet
acquisition was accretive and, following the restructuring which GVC carried out, became
significantly more profitable than its inherited position. As already reported in the review of the
CEO for the year ended 31 December 2013, GVC reduced the inherited headcount by around
one third and the expenditure base by around 50 per cent.

(b)

2013–2014
Clean EBITDA in 2014, at €49.2m, was 28 per cent. ahead of 2013, and represented a
22 per cent. margin on revenue reflecting a full years earnings from the Sportingbet acquisition.
The EBITDA margin (Clean EBITDA/NGR) was 21.9 per cent, marginally ahead of 23.0 per
cent in 2013 reflecting no significant change in the cost base ratio.

(c)

H1-2015: H1-2014
Clean EBITDA for H1 2015 rose 14 per cent. to €25.5 million, up from €22.4 million in
H1 2014 and represented a margin consistent with the prior two full years.

4.6

Exceptional and non-recurring items
(a)

2012–2013
During 2013, the GVC Group incurred substantial acquisition and restructuring costs. These
comprised the following key elements: transaction costs of €9.3 million and restructuring costs
of €11.9 million, offset by the €1.5 million economic Contribution of the Sportingbet Spanish
business which was in the custody of GVC from 19 March 2013 until 16 September 2013,
when it was acquired by William Hill plc.
The exceptional credit recognised in the Income Statement in 2012 for €0.2 million represented
the release of a provision for legal costs following the positive resolution of a legal dispute with
a third party.

(a)

2013–2014
There were no exceptional items in 2014.
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(b)

H1-2015: H1-2014
However, there were two items of exceptional expenditure during the six months to 30 June
2015:

4.7

(i)

Under the licensing regime enacted for Romania, entities who have in the past operated
in that country are obligated to make a “tax amnesty” settlement should they wish to be
considered for a new license. The GVC Group has made a provision amounting to
€0.9 million for these back-tax costs and treated the expense as an exceptional item; and

(i)

the GVC Group had also accrued €3.8 million (2014: €nil) in respect of professional
fees associated with the pursuance of its aim to acquire bwin.party.

Other income statement items
(a)

2012–2013
Depreciation and Amortisation
(i)

depreciation of property, plant and equipment rose to €0.5 million from €0.2 million
following the purchase of more IT equipment; and

(ii)

amortisation of intangible assets rose to €3.2 million from €2.3 million on the additional
software purchased to gear-up the Sportingbet platform for greater volumes of internet
traffic.

Share Option Charges
There was an increase from €79,000 to €730,000, representing the accounting charge for the
share options granted to third parties pursuant to underwriting commitments relating to the
share issue for the acquisition of Sportingbet.
Taxation
The charge to corporation taxes rose to €0.7 million up from €0.5 million in the prior year and
amounted to 4 per cent. of the EBITDA against 3 per cent. in 2012. This increase was
attributable to additional taxable mark-ups in the Groups various non-offshore service centres.
Deferred discount release on Betboo
There was a charge to the income statement of €1.7 million (2012: €2.2 million) representing
the unwinding of the discount originally recorded to reflect the fair value as at the date of
acquisition of Betboo in 2009 and the deferred consideration in relation to this acquisition.
Other Finance income and expense
William Hill plc made an interest-free loan to GVC as part of the Co-operation Agreement to
acquire Sportingbet. Accounting for this loan under IAS 39 created Financial Income in the
year of €0.6 million.
(b)

2013–2014
Depreciation and Amortisation
Depreciation and amortisation rose by a modest €0.2 million in the year following the
acquisition of €4.6 million of non-current assets in that year.
Share Option Charges
Share option charges remained unchanged at €0.7 million over the prior year.
Taxation
Taxation remained at a similar level to the prior year at €0.7 million but fell as a percentage of
EBITDA to 1.6 per cent. owing to the utilisation of tax losses arising from the Sportingbet
acquisition.
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Deferred discount release on Betboo
The unwinding of the discount on the betboo acquisition continued and amounted to
€0.7 million in the year (2013: €1.7 million).
Betit put option
In May 2014, the Company announced it had taken a 15 per cent. stake in the Scandinavianfocuses business of Betit. The valuation approach taken on this investment, which was
accompanied by a put option, led to a non-cash charge of €1.6 million in 2014.
Other Finance income and expense
The overall financial expense was affected by two items in the year: the unwinding of the
discount on the non interest-bearing loan from William Hill at €0.2 million (2013: credit,
€0.6 million); and a stronger GBP against the Euro which led to an exchange loss of
€0.6 million on the William Hill loan.
(c)

H1-2015: H1-2014
Depreciation and Amortisation
Owing to further investments in the Sportsbook platform and data centres, the charge to
depreciation and amortisation increased to €2.2 million from €1.8 million in the first half of
2014.
Share Option Charges
The non-cash charge to share option charges, rose to €0.2 million (H1-2014: €0.1 million)
owing to the acceleration of in-the-money options arrangements for the directors.
Taxation
The charge to taxation was €0.3 million and amounted to 1.6 per cent. of EBITDA against
2.2 per cent. in the prior period (having taken account of the non-cash Betit put option charge
in that year).
Deferred discount release on Betboo
This continued to decrease in line with the run-down of the deferred consideration.
Other Financial Income and Expense
A further strengthening of GBP led to a further foreign exchange valuation charge against the
William Hill loan of €1.1 million (H1-2014: €0.3 million).

4.8

Shareholder returns (Earnings per Share (“EPS”) and dividends)
(a)

2012–2013
Normalised (i.e. adding back exceptional items) EPS on a fully diluted basis rose 81 per cent.
to €0.572 per share.
Dividends paid during 2013 rose from €0.26 per share to €0.28 per share, and represented a
distribution percentage of 72 per cent.

(b)

2013–2014
Dividends paid increased in 2014 by 124 per cent. to €33.6 million (2013: €15.0 million),
representing €0.55 per share, up from €0.28 per share in 2013. 2014 dividends represented
79 per cent. of CNOC (2013: 72 per cent.).

(c)

H1-2015: H1-2014
H1-2015 dividends of €17.2 million were 2.4 per cent. higher than that paid in the six months
to 30 June 2014, and represented €0.275 per share as opposed to €0.275 per share in the prior
period.
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4.9

Statement of financial position
The acquisition of Sportingbet plc in March 2013 had the most significant effect on the Statement of
Financial Position, both at the acquisition date when the assets and liabilities were absorbed, but also
following the subsequent restructuring which took place. There was a deficit on the acquired balance
sheet of €49.6 million which was partially defrayed by the capital contribution of €42.6 million made
by William Hill plc.
(a)

Non-current assets
There was a €4.6 million addition to equipment and intangible assets during the year (2013:
€1.4 million), representing further investment in the mobile product and enhancements to
GVC’s data centres.
In the six months to 30 June 2015, a total of €3.0 million (prior period €0.2 million) was
invested via cashflow into software development and upgrading the GVC Group’s data centres.
Available for Sale asset – GVC expanded its geographic diversification through its 15 per cent.
stake in Scandinavian-facing start-up Betit. This business has had a strong start and GVC’s
stake in this entity does allow the Group to acquire the balance in Q4-2017 for a minimum of
€70 million providing that the profits of the entity are of sufficient scale to warrant the
investment and would be immediately accretive to the Group. The results of Betit are not
consolidated in the financial statements as GVC’s stake has been accounted for as an available
for sale asset.

(b)

Customer coverage
(i)

2013–2014
The customer coverage position at 31 December 2014 rose to €27.0 million from
€23.8 million at 31 December 2013, and the ratio rose to 207 per cent. from
179 per cent.

(ii)

H1-2015: H1-2014
Customer liability coverage remained constant in absolute terms at 30 June 2015
(30 June 2014: €20.1 million) with, the coverage ratio further increasing to 223 per cent.
(30 June 2014: 154 per cent.).

(c)

Sportingbet acquisition – loans and share capital
In 2013 a total of 29,018,075 GVC Shares were issued for the acquisition of Sportingbet plc
which were accounted for at the price of £2.48, being, under IFRS3, the price on the date the
acquisition completed (being 19 March 2013). The exchange rate used was £1=€1.1661, giving
rise to a fair value of consideration of €83.9 million.
In 2013, as part of the arrangements entered into with William Hill, a non-interest bearing loan
of £6,861,956 was made to GVC, and is repayable in three equal instalments: by 31 December
2014, by 31 December 2015 and by 30 June 2016. At each balance sheet date, the outstanding
loan is revalued into Euros, the reporting currency of the GVC Group.
One instalment of the William Hill loan was repaid in 2014. Further instalments are due by
31 December 2015 and 30 June 2016.

(d)

Share capital and share options
There was a modest increase in the share capital of GVC to 369,720 shares. 343,053 of these
options were to third parties pursuant to the underwriting at the time of the Sportingbet
acquisition and the balance, 26,667 shares, were share options granted to a director in
December 2008.
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As announced by the Company on 27 March 2015, three of its directors surrendered 3,200,000
fully-vested and “in the money” share options granted in 2010 and 2012 at the prevailing
market price at that time (2010: £2.13, 2012: £1.5479, and average of £1.83895). The surrender
price was £4.64067, being the average of the middle market Closing Prices of the Company’s
shares for the thirty dealing days up to and including the date of surrender.
In light of the surrender of share options described above by Kenneth Alexander, Richard
Cooper and Lee Feldman (the “Participants”), the Company has implemented a new retention
plan for the Participants (the “Retention Plan”).
The Retention Plan is focused on ensuring that the Participants are compensated for the surrender
of their fully vested share options and remain committed to and incentivised by the Company over
the next two years. Accordingly, each Participant under the Retention Plan will receive cash
payments which in total equal the “in-the-money” value of their surrendered share options.
See paragraph 9.3(b) of Part 10 of this document for further details on the Retention Plan.
IFRS 2 (Share based payments) states that the liability is recognised on the surrender through
retained earnings. The recognition of this liability is shown below:

Amounts falling due in one year
Amounts falling due after one year

Six months
ended
30 June 2015
(€000’s)

Six months
ended
30 June 2014
(€000’s)

Year ended
31 December
2014
(€000’s)

6,826
5,251
––––––––
12,077

–
–
––––––––
–

–
–
––––––––
–

––––––––

––––––––

––––––––

Conditional upon the Scheme becoming Effective, the Retention Plan will provide for all of the cash
payments to be paid to the Participants immediately following Completion.
4.10 Cash flows
During 2013, €20.8 million of CNOC was delivered, up from €7.7 million in 2012. Dividends paid,
as a percentage of CNOC, were 72 per cent. and the customer liability coverage was 179 per cent.
During 2014, as shown above in Table 1, €42.6 million of CNOC was delivered on Clean EBITDA of
€49.2 million, a cash conversation ratio of 87 per cent., out of which dividends of €33.6 million were
paid, a distribution ratio of 79 per cent.
€22.0 million of CNOC was generated during the six month period to 30 June 2015 (six months to
30 June 1014: €20.7 million), and increase of 6.2 per cent. Dividend payments as a percentage of
CNOC was 75 per cent., in line with the stated policy of distribution.
5.

CAPITALISATION AND INDEBTEDNESS

The following table shows the capitalisation of GVC as at 30 June 2015. The capitalisation figures have been
extracted without material adjustment from the unaudited interim financial statements of GVC as at 30 June
2015.
30 June 2015
(€million)
Capitalisation
Share capital
Share premium
Merger reserve
Translation reserve

0.6
85.4
40.4
0.4
––––––––
126.8

Total capitalisation

––––––––

Shareholders’ equity does not include the profit and loss account.
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The table below sets out the GVC Group’s indebtedness as at 30 September 2015 and has been extracted
without material adjustment from the unaudited management accounts of GVC as at 30 September 2015.
30 September
2015
(€million)
Total current debt
Guaranteed
Secured
Unguaranteed/unsecured

–
1.2
8.2
––––––––

Total non-current debt
Guaranteed (note 3)
Secured
Unguaranteed/unsecured

14.9
–
–
––––––––
24.3

Total indebtedness

––––––––

The following table sets out the net indebtedness of GVC as at 30 September 2015, extracted without
material adjustment from the unaudited management accounts of GVC as at 30 September 2015.
30 September
2015
(€million)
Cash at bank
Cash equivalents

22.0
–
––––––––
22.0
––––––––

Liquidity
Current financial debt
Current debt (note 1)
Other current financial debt (note 2)

(7.2)
(2.2)
––––––––
(9.4)
––––––––

Total current financial debt
Non-Current financial debt
Non-Current debt (note 3)

(14.9)
––––––––
(14.9)
––––––––
(2.3)

Total non-current financial debt
Net financial indebtedness

––––––––

Notes:

(1) Comprises €1.2 million for future finance lease payments and €6.0 million relating to an interest free unsecured loan due to
William Hill plc.
(2) Deferred consideration relating to GVC’s acquisition of Betboo in 2009.
(3) Initial drawdown of the Cerberus loan of €20 million on 4 September 2015, less €4 million commitment fee, €400,000 closing
fee and €750,000 of legal fees which have been capitalised and offset against the loan balance and which will be written off to
the Income Statement over the life of the loan.

As at the date of this document there has been no material change in the capitalisation of GVC since 30 June
2015 and no material change in its financial indebtedness since 30 September 2015.
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PART 5
HISTORICAL FINANCIAL INFORMATION ON
BWIN.PARTY DIGITAL ENTERTAINMENT PLC
1.

Basis of Financial Information

The consolidated financial statements of the bwin.party Group included in the audited 2012 Annual Report,
2013 Annual Report and 2014 Annual Report, together with the audit reports thereon, are incorporated by
reference into this document. The consolidated financial statements of and for the financial years ended
31 December 2012, 31 December 2013 and 31 December 2014 were prepared in accordance with IFRS, and
the audit report for each such financial year was unqualified. The Interim Results Announcement 2015 is also
incorporated by reference into this document.
The parts of these documents which are not incorporated by reference are either not relevant for investors or
are covered elsewhere in this document. To the extent that any part of any information referred to below itself
contains information which is incorporated by reference, such information shall not form part of this
document.
Each of the 2012 Annual Report, 2013 Annual Report and 2014 Annual Report and 2015 Interim Results
Announcement are available on the Company’s website, www.bwinparty.com
2.

Cross-reference list

The following list is intended to enable investors to easily identify specific items of information which have
been incorporated by reference into this document.
Financial statements for the year ended 31 December 2012 and independent audit report thereon
The page numbers below refer to the relevant pages of the 2012 Annual Report.
Consolidated statement of comprehensive income
Consolidated statement of financial position
Consolidated statement of cashflows
Consolidated statement of changes in equity
Notes to the financial statements
Independent auditor’s report

page 96
page 97
page 99
page 98
pages 100 to 138
page 95

Financial statements for the year ended 31 December 2013 and independent audit report thereon
The page numbers below refer to the relevant pages of the 2013 Annual Report.
Consolidated statement of comprehensive income
Consolidated statement of financial position
Consolidated statement of cashflows
Consolidated statement of changes in equity
Notes to the financial statements
Independent auditor’s report

page 114
page 115
page 117
page 116
pages 118 to 156
pages 110 to 113
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Financial statements for the year ended 31 December 2014 and independent audit report thereon
The page numbers below refer to the relevant pages of the 2014 Annual Report.
Consolidated statement of comprehensive income
Consolidated statement of financial position
Consolidated statement of cashflows
Consolidated statement of changes in equity
Notes to the financial statements
Independent auditor’s report

page 100
page 101
page 103
page 102
pages 104 to 142
pages 96 to 99

Interim Results Announcement 2015
The page numbers below refer to the relevant pages of the 2015 Interim Results Announcement.
Condensed consolidated statement of comprehensive income
Condensed consolidated statement of financial position
Condensed consolidated statement of changes in equity
Condensed consolidated statement of cash flows
Notes to the condensed consolidated financial information
Independent auditor’s review report
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page 20
page 21
page 22
page 24
pages 25 to 37
page 38

PART 6
OPERATING AND FINANCIAL REVIEW – BWIN.PARTY DIGITAL
ENTERTAINMENT PLC
Some of the information in this Operating and Financial Review and elsewhere in this document includes
forward-looking statements that reflect the bwin.party Group’s plans, estimates and belief and may involve
risks and uncertainties. Please see the section on Risk Factors on pages 21 to 54 of this document and
Important Information on pages 60 to 65 of this document for a discussion of important factors that could
cause actual results, operations or cashflows to differ materially from that described, expressed or implied in
the forward-looking statements contained in this document.
The following is a discussion of the bwin.party Group’s results, operations and financial condition for the
financial years ended 31 December 2012, 31 December 2013 and 31 December 2014. The financial
information set out below has been extracted without material adjustment from the audited financial
statements for the years ended 31 December 2014, 31 December 2013 and 31 December 2012.
The following discussion and analysis should be read in conjunction with the financial information on the
bwin.party Group referred to in Part 5 of this document which has been incorporated by reference into, and
forms part of, this document. The financial information included or incorporated by reference into this Part 6
has been extracted without material adjustment from the financial information referred to in Part 5 of this
document (which has been incorporated by reference into, and forms part of, this document) or has been
extracted without material adjustment from the bwin.party Group’s accounting records which formed the
underlying basis of the financial information referred to in Part 5 (which has been incorporated by reference
into, and forms part of, this document). The financial statements referred to in this Operating and Financial
Review are prepared in accordance with IFRS, except where stated otherwise.
The accounting principles set out in the bwin.party Group’s annual report and audited accounts have been
applied consistently for the purposes of preparing this financial information.
1.

OPERATING AND FINANCIAL REVIEW OF THE BWIN.PARTY GROUP

The following documents, which have been filed with the FCA and are available for inspection in accordance
with paragraph 26 of Part 10 of this document, contain financial information which is relevant to the
Acquisition:
•

bwin.party’s Annual Report 2012;

•

bwin.party’s Annual Report 2013;

•

bwin.party’s Annual Report 2014; and

•

bwin.party’s Interim Results Announcement 2015.

2.

DOCUMENTS INCORPORATED BY REFERENCE

The tables below set out the various sections of the documents referred to above which are incorporated by
reference into, and form part of, this document so as to provide certain information required pursuant to the
Prospectus Rules, and only the parts of the documents identified in the tables below are incorporated into,
and form part of, this document. The parts of these documents which are not incorporated by reference are
either not relevant for investors or are covered elsewhere in this document. To the extent that any part of any
information referred to below itself contains information which is incorporated by reference, such
information shall not form part of this document.
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bwin.party’s Annual Report 2012
Chairman’s statement
Business verticals
CEO’s Review
Review of 2012

pages 2 to 3
page 5
pages 12 to 19
pages 34 to 43

bwin.party’s Annual Report 2013
Financial Snapshot
CEO’s Review
Spotlight on regulation
Business and financial Review
Chairman’s statement

page 1
pages 10 to 15
pages 40 to 41
pages 42 to 51
pages 58 to 59

bwin.party’s Annual Report 2014
At a Glance
Chairman’s Statement
CEO’s Review
Review of 2014
Regulatory overview

page 1
pages 20 to 21
pages 22 to 27
pages 34 to 40
pages 41 to 42

bwin.party’s Interim Results Announcement 2015
Key points
Chief Executive’s review
Summary of results
Appendix – regulatory overview
3.

page 1
pages 4 to 6
pages 7 to 18
pages 39 to 40
AIII 3.2

CAPITALISATION AND INDEBTEDNESS

The following tables set out the unaudited capitalisation and indebtedness of the bwin.party Group.
Cash and cash equivalents
Unaudited
30 September
2015
(€million)
Total Cash
Cash in hand and current accounts (note 1)

166.3
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Capitalisation and Gross Indebtedness
Unaudited
30 September
2015
(€million)
Total Current Debt
Guaranteed
Secured
Unguaranteed/Unsecured
Total Non-Current Debt
Guaranteed
Secured
Unguaranteed/Unsecured (note 3)

–
–
1.1
–
44.5
–
––––––––
45.6

Total Indebtedness

––––––––

Capitalisation
Share capital
Legal reserves
Other reserves (note 2)

0.1
–
(543.3)
––––––––
(543.2)

Total Capitalisation

––––––––

Net Indebtedness
Unaudited
30 September
2015
(€million)
166.3
–
–
––––––––
166.3
––––––––
–
––––––––
–
(1.1)
––––––––
(1.1)
––––––––
165.2
––––––––
(44.5)
–
––––––––
(44.5)
––––––––
120.7

Cash (note 1)
Cash equivalent
Trading securities
Liquidity
Current financial receivable
Current bank debt
Other financial debt (note 3)
Current financial debt
Net current funds
Non-current bank loans
Other non-current loans
Non-current financial indebtedness
Net financial funds

––––––––

Notes:

(1) Cash excludes restricted cash held as guarantees for regulated market licences and significant marketing contracts together with
client funds held for payment service provider transactions.
(2) Other reserves comprise the share premium account, own shares, capital contribution reserve, capital redemption reserve,
available-for-sale reserve, other reserve and currency reserve. Other reserves and total capitalisation does not include the retained
earnings.
(3) Other financial debt excludes contingent consideration of €4.8 million.

4.

LIQUIDITY AND CAPITAL RESOURCES

4.1

Net cash (used in)/generated from operating activities
Cash generated from operating activities produced an inflow of €53.5 million in the six months ended
30 June 2015, €47.1 million in the six months ended 30 June 2014, €92.8 million in the year ended
31 December 2014, €49.8 million in the year ended 31 December 2013 and €7.9 million in the year
ended 31 December 2012.
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Cash generated from operating activities includes tax paid amounting to an outflow of €4.7 million in
the six months ended 30 June 2015, €6.3 million in the six months ended 30 June 2014, €8.8 million
in the year ended 31 December 2014, €12.2 million in the year ended 31 December 2013 and
€8.2 million in the year ended 31 December 2012.
4.2

Net cash generated by/(used in) by investing activities
The disposal of non-core assets less capital expenditure on property, plant and equipment, internal
development activities of gaming platforms for use by the bwin.party Group and other investment
activity amounted to an inflow of €4.6 million in the six months ended 30 June 2015 and an outflow
of €38.5 million in the six months ended 30 June 2014.
Net capital expenditure on property, plant and equipment, internal development activities of gaming
platforms for use by the bwin.party Group and other investment activity amounted to an outflow of
€69.0 million in the year ended 31 December 2014, €21.4 million in the year ended 31 December
2013 and €44.9 million in the year ended 31 December 2012.
Expenditure on acquisitions totalled €nil million in the six months ended 30 June 2015, €22.7 million
in the six months ended 30 June 2014, €25.0 million in the year ended 31 December 2014,
€1.8 million in the year ended 31 December 2013 and €22.0 million in the year ended 31 December
2012. These figures are included within the amounts in the preceding paragraph in respect of net
capital expenditure.

4.3

Net cash used by financing activities
Equity dividend payments were €21.7 million in the six months ended 30 June 2015, €18.0 million in
the six months ended 30 June 2014, €37.8 million in the year ended 31 December 2014, €33.6 million
in the year ended 31 December 2013 and €33.0 million in the year ended 31 December 2012.
The equity settlement of the exercise of options under employee share schemes generated €nil million
in the six months ended 30 June 2015, €0.6 million in the six months ended 30 June 2014, €0.8 million
in 2014, €1.6 million in 2013 and €1.0 million in 2012.

4.4

Future liquidity, financing arrangements and commitments
The bwin.party Group’s working capital requirements are funded by shareholders’ equity, operating
cashflow and the bwin.party Group’s bank facilities. As at 31 December 2014, the bwin.party Group
had a drawn balance of £25 million on a term loan and a £20 million drawn balance on a £50 million
revolving credit facility. In June 2015 the term loan and revolving credit facility were repaid and the
bwin.party Group entered into a £75 million bank facility maturing in December 2018. The
£75 million bank facility consists of a £25 million amortising term loan and a £50 million revolving
credit facility.
The bwin.party Group only invests cash with a small number of strong European financial institutions.
The bwin.party Group can invest 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 bwin.party
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 per cent.
Investments are allowed only in highly liquid securities. The bwin.party Group maintains monthly
operational balances with strong local banks in Gibraltar, the UK, France, Malta, Italy, Israel,
Bulgaria, Austria, the US and India to meet local salaries, expenses and legal requirements. In Italy,
Spain and France the bwin.party Group maintains domestic segregated player funds accounts as
required by the respective regulatory authorities. Cash is also held as security in Austria and Italy
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.
In common with many internet companies that have few physical assets, the bwin.party Group has no
policy as to the level of equity capital and reserves other than to address statutory requirements. The
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primary capital risk to the bwin.party Group is the level of debt relative to the bwin.party Group’s net
income. Accordingly the bwin.party Group’s policy is that net debt should not exceed €300 million
and that the ratio of net debt to Clean EBITDA should be less than 1.5x. For the purposes of these
limits, net debt is defined as borrowings plus client liability less cash.
The bwin.party Board has overall responsibility for the determination of the bwin.party Group’s risk
management and, whilst retaining ultimate responsibility, it has delegated the authority for designing
and operating the required processes that ensure the effective implementation of the objectives and
policies to the bwin.party Group’s treasury department, under the auspices of the bwin.party Group’s
treasury committee. As such, the bwin.party Group’s funding, liquidity and exposure to interest rate
and foreign exchange rate risks are managed by the bwin.party Group’s treasury department.
Liquidity risk arises from the bwin.party Group’s management of its working capital as well as the
finance charges and principal repayments on its debt instruments. The bwin.party Group’s treasury
department ensures that the bwin.party Group’s cash and cash equivalents, and amounts due from
PSPs exceed its combined client liabilities at all times. Client liabilities principally represent customer
deposits and progressive prize pools.
The bwin.party Group’s treasury committee is advised of cash balances, investments, foreign currency
exposures, interest income, amounts of PSPs, client liability cover and counterparty exposures on a
monthly basis, or more frequently if required.
The bwin.party Group imposes a maximum debt limit of €200 million that may mature in any one
year to ensure that there is no significant concentration of refinancing risk.
bwin.party’s management monitors liquidity to ensure that sufficient liquid resources are available to
the bwin.party Group. The bwin.party Group’s principal financial assets are cash, bank deposits and
trade and other receivables.
The bwin.party Group’s operational credit risk is primarily attributable to receivables from PSPs and
customers who dispute their deposits made after playing on the bwin.party Group’s websites. Prior to
accepting new PSPs, and wherever practicable, credit checks are performed using a reputable external
source. bwin.party’s senior management monitors PSP balances on a weekly basis, including aged
debtor analysis, 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.
Market risk arises from the bwin.party Group’s use of interest-bearing, tradable and foreign currency
financial instruments. It is the risk that the fair value of future cashflows 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.
The bwin.party 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 bwin.party 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 bwin.party 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 bwin.party Group’s treasury
committee on a monthly basis. A €5 million currency tolerance limit between Euros and US dollar,
sterling and Canadian dollar (reduced to €3 million between Euro and any other currency) is permitted
in order to avoid executing low value and uneconomic foreign exchange contracts.
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PART 7

AII 1
AII 2

UNAUDITED PRO FORMA FINANCIAL INFORMATION ON
THE ENLARGED GROUP

AII 3
AII 4
AII 5
AII 6

SECTION A: UNAUDITED PRO FORMA FINANCIAL INFORMATION
The unaudited pro forma income statement for the twelve months ended 31 December 2014 and pro forma
statement of net assets as at 30 June 2015 and the related notes thereto set out in this Part 7 (together the
“Unaudited pro forma financial Information”) have been prepared on the basis of the notes set out below to
illustrate the effect of the Acquisition and the related financing on the income statement of the GVC Group
as if it had taken place on 1 January 2014, and on the net assets of the GVC Group as if it had taken place
on 30 June 2015. The Unaudited Pro Forma Financial Information has been prepared in accordance with
Annex II of the Prospectus Directive Regulation and in a manner consistent with the accounting policies to
be adopted by the enlarged GVC Group in preparing its audited consolidated financial statements for the year
ended 31 December 2015.
The Unaudited Pro Forma Financial Information has been prepared for illustrative purposes only and
because of its nature, addresses a hypothetical situation. It does not purport to represent what the Enlarged
Group’s financial position or results of operations actually would have been if the Acquisition and the related
financing had been completed on the dates indicated, nor does it purport to represent the results of operations
for any future period or financial position at any future date.
Shareholders should read the whole of this document and not rely solely on the summarised financial
information contained in this Part 7. Grant Thornton UK LLP’s report to the directors on the Unaudited
Pro Forma Financial Information is set out in Section B of this Part 7.
The Unaudited Pro Forma Financial Information does not constitute financial statements within the meaning
of section 434 of the UK Companies Act.
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Unaudited pro forma income statement for the year ended 31 December 2014

GVC
(note 1)
(€million)
Revenue
Variable costs
Contribution
Other operating costs
Clean EBITDA
Share option charges
Depreciation, Amortisation
& Impairment
Effect of valuing the Betit
put option
Exceptional items
Operating profit/(loss)
Financial income
Financial expense
Movement in contingent
consideration
Share of profit of associates and
joint ventures
Profit/(loss) before tax
Taxation charge
Profit/(loss) after tax

bwin.party
(note 2)
(€million)

Acquisition
adjustments
(note 4)
(€million)

Financing
adjustments
(note 5)
(€million)

Pro forma
Enlarged
GVC Group
(note 6 & 7)
(€million)

224.8
(101.5)
––––––––
123.3
(74.1)
––––––––
49.2
(0.7)

614.2
(291.6)
––––––––
322.6
(225.9)
––––––––
96.7
(9.8)

–
–
––––––––
–
–
––––––––
–
–

–
–
––––––––
–
–
––––––––
–
–

839.0
(393.1)
––––––––
445.9
(300.0)
––––––––
145.9
(10.5)

(3.9)

(181.7)

104.4

–

(81.2)

(1.6)
–
––––––––
43.0
–
(1.6)

(14.4)
––––––––
(109.2)
1.2
(3.6)

–
–
––––––––
41.4
(0.7)
––––––––
40.7

11.3
2.4
––––––––
(97.9)
3.6
––––––––
(94.3)

(56.5)
––––––––
47.9
–
–
–
–
––––––––
47.9
–
––––––––
47.9

–
––––––––
–
–
(56.5)
–
–
––––––––
(56.5)
–
––––––––
(56.5)

(1.6)
(70.9)
––––––––
(18.3)
1.2
(61.7)
11.3
2.4
––––––––
(65.1)
2.9
––––––––
(62.2)

–––––––– –––––––– –––––––– –––––––– ––––––––
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Unaudited pro forma statement of net assets at 30 June 2015

Assets
Non-current assets
Property,plant and equipment
Intangible assets
Investments
Other receivables

Current assets
Available for sale financial asset
Receivables and prepayments
Income taxes reclaimable
Other tax reclaimable
Cash and cash equivalents

Total assets
Liabilities
Current liabilities
Trade and other payables
Balances with customers
Progressive prize pools
Interest bearing loans and borrowings
Non-interest bearing loans and
borrowings
Share option liability
Deferred consideration
Income taxes payable
Other taxation liabilities

Non-current liabilities
Trade and other payables
Share option liability
Interest bearing loans and borrowings
Deferred tax
Betit option liability
Deferred consideration

Total liabilities
Total net assets

GVC
(note 1)
(€million)

bwin.party
(note 2)
(€million)

Acquisition
adjustments
(note 3)
(€million)

Financing
adjustments
(note 5)
(€million)

Pro forma
Enlarged
Group
(note 6 & 7)
(€million)

1.6
155.2
3.8
–
––––––––
160.6
––––––––

58.1
546.8
7.2
10.9
––––––––
623.0
––––––––

–
824.0
–
–
––––––––
824.0
––––––––

–
–
–
–
––––––––
–
––––––––

59.7
1,526.0
11.0
10.9
––––––––
1,607.6
––––––––

–
22.8
5.5
0.1
21.4
––––––––
49.8
––––––––
210.4
––––––––

4.0
88.9
–
–
207.9
––––––––
300.8
––––––––
923.8
––––––––

–
–
–
–
(357.9)
––––––––
(357.9)
––––––––
466.1
––––––––

–
–
–
–
598.5
––––––––
598.5
––––––––
598.5
––––––––

4.0
111.7
5.5
0.1
469.9
––––––––
591.2
––––––––
2,198.8
––––––––

(28.3)
(12.1)
–
(1.4)

(111.6)
(104.0)
(8.8)
–

–
–
–
–

–
–
–
–

(139.9)
(116.1)
(8.8)
(1.4)

(6.2)
(12.1)
–
(6.7)
(1.9)
––––––––
(68.7)
––––––––

–
–
(0.4)
(6.7)
(33.7)
––––––––
(265.2)
––––––––

–
–
–
–
–
––––––––
–
––––––––

–
–
–
–
–
––––––––
–
––––––––

(6.2)
(12.1)
(0.4)
(13.4)
(35.6)
––––––––
(333.9)
––––––––

–
–
(0.2)
–
(1.7)
(2.8)
––––––––
(4.7)
––––––––
(73.4)
––––––––
137.0

(12.7)
–
(62.2)
(24.8)
–
(4.4)
––––––––
(104.1)
––––––––
(369.3)
––––––––
554.5

–
–
–
24.8
–
–
––––––––
24.8
––––––––
24.8
––––––––
490.9

–
–
(386.0)
–
–
–
––––––––
(386.0)
––––––––
(386.0)
––––––––
212.5

(12.7)
–
(448.4)
–
(1.7)
(7.2)
––––––––
(470.0)
––––––––
(803.9)
––––––––
1,394.9

–––––––– –––––––– –––––––– –––––––– ––––––––
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Notes to the unaudited pro forma financial information:
Note 1 – GVC financial information
The net assets of the GVC Group as at 30 June 2015 have been extracted, without material adjustment, from
the GVC Group’s unaudited interim condensed financial statements as at 30 June 2015.
The income statement of the GVC Group for the year ended 31 December 2014 has been extracted, without
material adjustment, from the GVC Group’s audited financial statements for the year ended 31 December
2014.
Note 2 – bwin.party financial information
The net assets of the bwin.party Group as at 30 June 2015 have been extracted, without material adjustment,
from the bwin.party Group’s unaudited interim condensed financial statements as at 30 June 2015.
The income statement of the bwin.party Group for the year ended 31 December 2014 has been extracted,
without material adjustment, from the bwin.party Group’s audited financial statements for the year ended
31 December 2014.
Certain reclassification adjustments have been made to accord with the GVC Group’s accounting
presentation, as shown in the following tables:
Consolidated income statement of the bwin.party Group for the year ended 31 December 2014
As reported by
bwin.party
(€million)
Revenue
Cost of sales
Other operating income
Other operating expense
Administration expenses
Distribution expenses
Other operating costs
Share option charges
Depreciation, Amortisation & Impairment
Exceptional items

611.9
(91.3)
12.3
(4.6)
(415.6)
(210.6)
–
–
–
–
––––––––
(97.9)
1.2
(3.6)
–
2.4
––––––––
(97.9)
3.6
––––––––
(94.3)

Operating profit/(loss)
Financial income
Financial expense
Movement in contingent consideration
Share of profit of associates and joint ventures
Profit before tax
Taxation charge
Profit after tax

––––––––
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Intra-group
adjustments
(€million)
(i)
2.3
(200.3)
(12.3)
4.6
415.6
210.6
(225.9)
(9.8)
(181.7)
(14.4)
––––––––
(11.3)
–
–
11.3
–
––––––––
–
–
––––––––
–

––––––––

bwin.party
under GVC’s
presentation
(€million)
614.2
(291.6)
–
–
–
–
(225.9)
(9.8)
(181.7)
(14.4)
––––––––
(109.2)
1.2
(3.6)
11.3
2.4
––––––––
(97.9)
3.6
––––––––
(94.3)

––––––––

bwin.party
under GVC’s
presentation
(€million)
Under GVC presentation:
Revenue
Variable costs

614.2
(291.6)
––––––––
322.6
(225.9)
––––––––
96.7
(9.8)
(181.7)
(14.4)
––––––––
(109.2)
1.2
(3.6)
11.3
2.4
––––––––
(97.9)
3.6
––––––––
(94.3)

Contribution
Other operating costs
Clean EBITDA
Share option charges
Depreciation, Amortisation & Impairment
Exceptional items
Operating loss
Financial income
Financial expense
Movement in contingent consideration
Share of profit of associates and joint ventures
Profit before tax
Taxation charge
Profit after tax
(i)

––––––––

Intra-Group Adjustments – Income statement
Certain reclassifications have been made to align the presentation of the income statement as reported
by the bwin.party Group on a consistent basis with the format used by the GVC Group:
•

•

•

‘Other operating income’ of €12.3 million:
–

Contingent consideration of €11.3 million reclassified to ‘Movement in contingent
consideration’.

–

Other income of €1.0 million reclassified to ‘Other operating costs’.

‘Administration expenses’ of €415.6 million:
–

Variable costs of €27.2 million reclassified to ‘Cost of sales’.

–

Expenditure relating to personnel, professional fees, technology, office, travel and other
of €183.8 million reclassified to ‘Other operating costs’.

–

Impairment losses of €104.4 million and Depreciation & amortization costs of
€77.3 million reclassified to ‘Depreciation, Amortisation and Impairment’.

–

Reorganization costs of €7.5 million and market exit costs of €5.4 million reclassified to
‘Exceptional items’.

–

Share based payments of €9.8 million reclassified to ‘Share option charges’.

‘Distribution expenses’ of €210.6 million:
–

Variable costs of €170.7 million reclassified to ‘Cost of sales’.

–

Expenditure relating to personnel, professional fees, technology, office, travel and other
of €39.9 million reclassified to ‘Other operating costs’.
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•

•

‘Other operating expense’ of €4.6 million:
–

Merger and acquisition costs of €1.5 million reclassified to ‘Exceptional items’.

–

Foreign exchange losses of €3.1 million reclassified to ‘Other operating costs’.

Costs deductions in ‘Revenue’ of €2.3 million:
–

•

Costs deducted from revenue relating to taxes of €2.3 million reclassified to ‘Cost of
sales’.

‘Cost of sales’ of €2.3 million:
–

Retroactive taxes of €2.3 million reclassified to ‘Exceptional items’.

Consolidated net assets of bwin.party Group at 30 June 2015
As reported by
bwin.party
(€million)

Intra-group
adjustments
(€million)

bwin.party
under GVC’s
presentation
(€million)

(ii)
Assets
Non-current assets
Property, plant and equipment
Intangible assets
Available for sale financial asset
Other receivables

Current assets
Available for sale financial asset
Short term investments
Receivables and prepayments
Cash and cash equivalents

Total assets
Liabilities
Current liabilities
Trade and other payables
Client liabilities & progressive prize pools
Balances with customers
Progressive prize pools
Provisions
Deferred consideration
Income taxes payable
Other taxation liabilities
Income and gaming taxes payable
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58.1
546.8
7.2
10.9
––––––––
623.0
––––––––

–
–
–
–
––––––––
–
––––––––

58.1
546.8
7.2
10.9
––––––––
623.0
––––––––

4.0
14.7
87.5
193.2
––––––––
299.4
––––––––
922.4
––––––––

–
(14.7)
1.4
14.7
––––––––
1.4
––––––––
1.4
––––––––

4.0
–
88.9
207.9
––––––––
300.8
––––––––
923.8
––––––––

(94.4)
(112.8)
–
–
(16.2)
–
–
–
(40.4)
––––––––
(263.8)
––––––––

(17.2)
112.8
(104.0)
(8.8)
16.2
(0.4)
(6.7)
(33.7)
40.4
––––––––
(1.4)
––––––––

(111.6)
–
(104.0)
(8.8)
–
(0.4)
(6.7)
(33.7)
–
––––––––
(265.2)
––––––––

As reported by
bwin.party
(€million)

Intra-group
adjustments
(€million)

bwin.party
under GVC’s
presentation
(€million)

(ii)
Non-current liabilities
Trade and other payables
Provisions
Interest bearing loans and borrowings
Deferred consideration
Deferred tax

(14.0)
(3.1)
(62.2)
–
(24.8)
––––––––
(104.1)
––––––––
554.5

Total net assets
(ii)

––––––––

1.3
3.1
–
(4.4)
–
––––––––
–
––––––––
–

––––––––

(12.7)
–
(62.2)
(4.4)
(24.8)
––––––––
(104.1)
––––––––
554.5

––––––––

Intra-Group Adjustments – Net assets statement
Certain reclassifications have been made to align the presentation of the statement of net assets as
reported by the bwin.party Group on a consistent basis with the format used by the GVC Group:
•

•

•

Current Assets
–

‘Short term investments’ of €14.7 million has been reclassified to ‘Cash and cash
equivalents’.

–

‘Receivables and prepayments’ of (€1.4 million) has been reclassified to ‘Trade and
other payables’ of €1.4 million.

Current Liabilities
–

‘Income and gaming taxes payable’ of €40.4 million have been reclassified between
‘Income taxes payable’ of €6.7 million and ‘Other taxation liabilities of €33.7 million.

–

‘Provisions’ of €16.2 million have been reclassified to ‘Trade and other payables’ of
€16.2 million.

–

‘Trade and other payables’ of €0.4 million has been reclassified to ‘Deferred
consideration’.

–

‘Client liabilities & progressive prize pools’ of €112.8 million have been reclassified
between ‘Balances with customers’ of €104.0 million and ‘Progressive prize pools’ of
€8.8 million.

Non-Current Liabilities
–

‘Provisions’ of €3.1 million has been reclassified to ‘Trade and other payables’.

–

‘Trade and other payables’ of €4.4 million has been reclassified to ‘Deferred
consideration’.
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Note 3 – Acquisition adjustments
(a)

Total consideration to be paid is €1,403.7 million, based on:
As at date of
this document
€million
Cash component
Share component

298.2
1,105.1
––––––––
1,403.3
––––––––
1.4116
401p

Total consideration
FX rate used
Share price used

The aggregate value of the cash component of the Acquisition totalling €298.2m is calculated by
multiplying the offered amount of £0.25 (€0.35) in cash per bwin.party share by bwin.party’s fully
diluted share capital of 845,045,900. The cash component of the Acquisition was converted from GBP
into Euros at a rate of €1.4116:£1, being the closing exchange rate as of 10 November 2015 (being
the latest practicable date prior to the date of publication of this document).
The aggregate value of the share component of the Acquisition totalling €1,105.4m is calculated by
multiplying the number of new GVC shares to be issued under the terms of the Acquisition (being
0.231 new GVC Shares to be issued per bwin.party Share), by the price per Ordinary Share of €5.661
(£4.01), being the price as of close of play trading on 10 November 2015, being the latest practicable
date prior to the publication of this document). The share component of the Acquisition was converted
from GBP into Euros at a rate of €1.4116:£1, being the closing exchange rate as of 10 November 2015
(being the latest practicable date prior to the date of publication of this document).
The transaction will be accounted for using the acquisition method of accounting. The excess of
consideration over the value of the net assets acquired has been reflected as goodwill.
€million
Total consideration
Net assets of bwin.party Group
Less:
Write off of previously recognised goodwill and intangible assets
Write off of previously recognised deferred tax liability
regarding intangibles*

Pro forma goodwill following the Acquisition
*

1,403.3
554.5
(546.8)
24.8
––––––––
(32.5)
––––––––
1,370.8
––––––––

Relates to a deferred tax liability recognised on intangible assets that are included within the goodwill and intangible
asset write off of €546.8 million.

Under IFRS acquisition accounting it is necessary to fair value the consideration paid and all of the
assets and liabilities of the acquired business. Since the Acquisition has not been completed the GVC
Board does not believe it has access to sufficient information to calculate reasonable fair value
adjustments with the necessary factual support to include this information in this unaudited pro forma
financial information relating to the Enlarged Group.
(b)
€million
Pro forma goodwill following the Acquisition
Write off of previously recognised goodwill and intangible assets
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1,370.8
(546.8)
––––––––
824.0
––––––––

(c)

As part of the Acquisition, the ‘Cash and cash equivalents’ line item of the unaudited pro forma
statement of net assets as at 30 June 2015 would be impacted as follows:
€million
Cash consideration
Acquisition costs
Acquisition costs directly attributable to issuance of new GVC shares
Less: Acquisition costs paid at 30 June 2015

298.2
56.5
4.2
(1.0)
––––––––
357.9
––––––––

Note 4 – Income Statement impact of Acquisition
Adjustments to reflect the Acquisition as if it had it happened on 1 January 2014 in the unaudited pro forma
income statement are as follows:
€million
Exceptional items
Acquisition costs

56.5
––––––––
56.5
––––––––

Total adjustment
Depreciation and amortisation
Impairment losses relating to bwin.party intangible assets
Total adjustment

(104.4)
––––––––
(104.4)
––––––––

Note 5 – Financing
Impact on net asset statement
GVC Group has entered into a €400.0 million credit facility agreement with Cerberus to finance the
Acquisition.
€million
Credit facility drawn
Financing costs capitalised

400.0
(14.0)
––––––––
386.0
––––––––

Net debt

€591.3 million included in the ‘Cash and cash equivalents’ line item of the unaudited pro forma statement
of net assets as of 30 June 2015 consists of:
€million
Credit facility drawn
Share placing
Financing costs

400.0
212.5
(14.0)
––––––––
598.5
––––––––

Net cash
Impact on Income Statement

€56.5 million included in the ‘Finance expenses’ line item of the unaudited pro forma income statement for
the year ended 31 December 2014 consists of: (i) €50 million of additional interest costs for the credit facility
and (ii) €6.5 million of amortised capitalised costs relating to the credit facility.
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The capitalised finance costs unwind as follows over the two year period of the debt:

Finance costs capitalised on acquisition
Income statement charge
Net
Opening balance
Closing balance

Year 1
€million

Year 2
€million

14.0
(6.5)
––––––––
7.5
–
––––––––
7.5
––––––––

–
(7.5)
––––––––
(7.5)
7.5
––––––––
–
––––––––

Note 6 – Post Pro Forma transactions
No adjustment has been made to reflect any trading or other transactions undertaken by the Enlarged Group
since 31 December 2014 in respect of the unaudited pro forma income statement, or 30 June 2015 in respect
of the unaudited pro forma statement of net assets.
Note 7 – Continuing impact of adjustments
The pro forma income statement adjustments are expected to have a continuing effect on the Enlarged
Group, other than the ‘Exceptional items’ that are one off costs by their size or nature.
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SECTION B: ACCOUNTANT’S REPORT ON THE UNAUDITED PRO FORMA FINANCIAL
INFORMATION
The Directors
GVC Holdings PLC
45 Moorfields
London
EC2Y 9AE
Grant Thornton UK LLP
30 Finsbury Square
London EC2P 2YU
T +44 (0)20 7383 5100
F +44 (0)20 7184 4301
www.grant-thornton.co.uk
13 November 2015
Dear Sirs
GVC Holdings PLC (the Company) and its Subsidiary Undertakings (together the “Group”) –
Report On Pro Forma Financial Information
We report on the unaudited pro forma financial information (the “Pro Forma Financial Information”) set out
in Part 7 Section A of the Company’s prospectus dated 13 November 2015 (the “Prospectus”), which has
been prepared on the basis described in notes 1 to 7 to the Pro Forma Financial Information, for illustrative
purposes only, to provide information about how the acquisition of bwin.party digital entertainment plc and
its subsidiary undertakings might have affected the financial information presented on the basis of the
accounting policies adopted by the Company in preparing the income statement for the period ended 31
December 2014 and the statement of financial position at 30 June 2015.
This report is required by item 20.2 of Annex 1 of Appendix III of the Financial Conduct Authority’s
Prospectus Rules (the “Prospectus Rules”) and is given for the purpose of complying with that item 20.2 of
Annex 1 of Appendix III of the Prospectus Rules and for no other purpose.
Responsibilities
It is the responsibility of the directors of the Company (the “Directors”) to prepare the Pro Forma Financial
Information in accordance with item 20.2 of Annex 1 of Appendix III of the Prospectus Rules.
It is our responsibility to form an opinion, as required by item 7 of Annex 2 of Appendix III of the Prospectus
Rules, as to the proper compilation of the Pro Forma Financial Information and to report that opinion to you.
Save for any responsibility arising under Prospectus Rules 5.5.3R(2)(f) to any person as and to the extent
there provided, to the fullest extent permitted by law we do not assume any responsibility and will not accept
any liability to any other person for any loss suffered by any such other person as a result of, arising out of,
or in connection with this report or our statement, required by and given solely for the purposes of complying
with, item 23.1 of Annex 1 of Appendix III of the Prospectus Rules, consenting to its inclusion in the
Prospectus.
In providing this opinion we are not updating or refreshing any reports or opinions previously made by us
on any financial information used in the compilation of the Pro Forma Financial Information, nor do we
accept responsibility for such reports or opinions beyond that owed to those to whom those reports or
opinions were addressed by us at the dates of their issue.
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Basis of Opinion
We conducted our work in accordance with the Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. The work that we performed for the purpose of making this report,
which involved no independent examination of any of the underlying financial information, consisted
primarily of comparing the unadjusted financial information with the source documents, considering the
evidence supporting the adjustments and discussing the Pro Forma Financial Information with the Directors.
We planned and performed our work so as to obtain the information and explanations we considered
necessary in order to provide us with reasonable assurance that the Pro Forma Financial Information has
been properly compiled on the basis stated and that such basis is consistent with the accounting policies of
the Company.
Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in the United States of America or other jurisdictions and accordingly should not be relied upon as
if it had been carried out in accordance with those standards and practices.
Opinion
In our opinion:
(a)

the Pro Forma Financial Information has been properly compiled on the basis stated;
and

(b)

such basis is consistent with the accounting policies of the Company.

Declaration
For the purposes of Prospectus Rule 5.5.3R(2)(f) we are responsible for this report as part of the Prospectus
and declare that we have taken all reasonable care to ensure that the information contained in this report is,
to the best of our knowledge, in accordance with the facts and contains no omission likely to affect its import.
This declaration is included in the Prospectus in compliance with item 1.2 of Annex 1 of Appendix III of the
Prospectus Rules.
Yours faithfully

GRANT THORNTON UK LLP
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PART 8
REGULATORY OVERVIEW
AI 9.2.3

1.

ONLINE GAMING REGULATION

This section describes the regulatory environment for online gaming affecting the GVC Group and the
bwin.party Group at the date of this document.
The regulation of online gaming presents possible risks to the GVC Group, the bwin.party Group and,
following the Effective Date, the Enlarged Group, both from existing regulation and regulation which may
be introduced or changed in the future. These possible risks are described separately in the “Risk Factors”
section of this document.
Overview
The fundamental overall risk that all online gaming companies face is that, irrespective of the fact that they
hold a licence to provide their services at the point of supply, there are many disparities in the way that their
services are regulated in the jurisdictions in which their customers are based (i.e. from where the services
are accessed). Few jurisdictions recognise foreign licences and many prescribe a local licensing regime. In
some cases relevant laws carry criminal penalties for breaches of local gaming laws. That said, in a number
of cases local laws in the jurisdiction of the customer, i.e. “at the point of consumption”, do not explicitly
address online gaming.
In addition, gambling remains a politically controversial issue and widely varying views are held by
governments and regulators around the world as to the merits of permitting consumers to exercise freedom
of choice in accessing online gaming services. Some of the views held are driven by issues of morality, but
they are primarily fiscal. There is continued uncertainty as to whether jurisdictions can effectively
criminalise the actions of customers participating in gambling via a remote gaming site, (and/or whether it
is politically expedient to do so) or the actions of an operator based outside the local jurisdiction in supplying
those services from abroad.
Where the activity of the customer is deemed to be illegal this can trigger separate facilitation offences (for
example, aiding and abetting) and may cause issues of wider reputational risk if customers were to be
prosecuted. Likewise, even if a third party is responsible for marketing or supporting payments, insofar as
the activity is considered a criminal offence within a certain territory, this could expose the GVC Group, the
bwin.party Group and, following the Effective Date, the Enlarged Group to wider claims of aiding and
abetting. This could ultimately result in proceedings being brought against the GVC Group, the bwin.party
Group and, following the Effective Date, the Enlarged Group or them becoming involved in litigation (as
party to injunctions or similar) or their funds being seized or traced. There could also be reputational risk
issues if third parties such as affiliates are prosecuted in the jurisdictions where they are based, as well as
interruption to the business, and loss of income.
The legal justification for the operation of the online gaming industry has, for many years, been founded on
the assertion that, if online gaming is legal in the country from which the supply is made, then the laws in
the country of receipt would have to specifically prohibit the activity of the customer (remotely participating
in online gaming) or support services (with a presence in the jurisdiction) in order to render the operator’s
activities illegal in the country where the customer is located or support services are sourced and entitle that
country to assert jurisdiction. This follows the VAT treatment applied to other B2C supply of service
transactions outside the gaming industry.
The GVC Group, along with other online gaming companies including the bwin.party Group, generally
relies on this argument by supplying services only from jurisdictions in which it holds a valid gaming licence
and from where it is legal to operate. It couples this with refraining from having an established physical
presence in jurisdictions where its activities are expressly prohibited by local law unless the GVC Group has
been advised that enforcement risk is minimal.
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2.

AI 6.2

LICENCES AND APPROVALS

The parties’ relevant licences (the type and scope of which varies from territory to territory) for online
gaming are summarised in the table below.
Territories
ALDERNEY
AUSTRIA (VIENNA)
BELGIUM
BULGARIA
CURAÇAO
CZECH REPUBLIC
DENMARK
FRANCE
GERMANY (SCHLESWIG HOLSTEIN)
GERMANY (HESSE)
GIBRALTAR
GREAT BRITAIN
GREECE
IRELAND
ITALY
MALTA
POLAND
ROMANIA
SOUTH AFRICA
SPAIN
UNITED STATES (NEW JERSEY)
UNITED STATES (NEVADA)

The GVC Group
NO
NO
NO
NO
YES
Pending application
YES
NO
YES (dormant)
Pending application
NO
YES
YES (interim)
YES
NO
YES
NO
YES (interim)
YES
NO
NO
NO

The bwin.party Group
YES (disaster recovery)
YES
YES
Pending application
NO
NO
YES
YES
YES
Pending application
YES
YES
NO
YES
YES
YES
Pending application
Pending application
NO
YES
YES
Pending application

The GVC Group
The GVC Group holds a number of licences for online gaming and betting granted by the relevant authorities
in Curaçao, Denmark, Great Britain, Ireland and Malta. Interim licences for the provision of gaming services
are also held in Greece and Romania. The GVC Group also holds a manufacturing licence in South Africa
through a joint venture and also operates there under a bookmaking licence held by its South African joint
venture partner.
The infrastructure necessary to run the GVC Group’s gaming operations, including its gaming servers, is
located in Malta. Additional support functions are located in other jurisdictions, including primarily Ireland,
Uruguay, the Philippines, and the UK. The GVC Group is an applicant for licensing to undertake online
casino and remote gaming and/or betting activities in the Czech Republic and Germany and intends to apply
for a licence in Bulgaria.
The GVC Group makes its facilities available in certain territories including Brazil, Chile, Russia and Turkey
in reliance on its Maltese licence on a point of supply basis, maintaining no physical presence in the
aforementioned territories. The GVC Group considers that its operations in these territories are not in breach
of local laws. In addition, the GVC Group takes the view that the legislation in force in certain EU Member
States is not compliant with EU law and provides services in reliance on its Maltese licence and Article 56
of the Treaty on the Functioning of the European Union (“TFEU”) which guarantees the fundamental EU
principle of free movement of services between EU Member States. Due to recent changes in legislation in
certain EU Member States, the GVC Group has pending or planned licensing applications in several
jurisdictions including Bulgaria, Germany and the Czech Republic.
bwin.party Group
The bwin.party Group is incorporated, licensed and regulated in Gibraltar. The bwin.party Group also holds
licences in Alderney (this licence is not actively used), Austria (this licence is not actively used), Belgium,
Denmark, France, Great Britain, the German State of Schleswig Holstein, Italy, Malta, Ireland, Spain and
the State of New Jersey, U.S.
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The bwin.party Group is also licensed as a technology and services provider in Belgium, Malta and the State
of New Jersey and is an applicant for licensing in the State of Nevada. The bwin.party Group is an applicant
for licensing to undertake online casino and remote gaming and/or betting activities in Bulgaria, Germany,
Poland and Romania. In the process of applying for the Romanian temporary permit, bwin.party has been
blacklisted and so has decided to suspend offering real money gaming and betting products to customers
located in Romania as of mid-October 2015 until the temporary permit has been issued. Furthermore, in
addition to gaming licences, the bwin.party Group holds payment services licences in the UK and a licence
issued by the Gibraltar Financial Services Commission.
The bwin.party Group’s products are accessible in some territories where the bwin.party Group relies on its
Gibraltar licence on a point of supply basis, maintaining no physical presence in the relevant territory. In addition,
the bwin.party Group takes the view that legislation in force in certain EU Member States is not compliant with
EU law and provides services in reliance on its Gibraltar licence and based on Article 56 of the TFEU.
The Enlarged Group
Completion and the resulting change of control of the bwin.party Group will require notifications to, and/or
regulatory approvals from, the relevant authorities either prior to or following the Effective Date. These
requirements result from the regulations or licensing conditions applicable to the licences held by the GVC
Group or the bwin.party Group. The GVC Group and the bwin.party Group are working with local counsel
in each of the relevant jurisdictions to ensure that all necessary approvals and/or notifications are obtained
or submitted, as appropriate, in a timely manner. Certain regulatory approvals have already been obtained.
These include: approval in principle from both the Gibraltar Gambling Commissioner (subject to finalising
the terms of the relevant new licences) and the Malta Gaming Authority; approvals in relation to payment
related licences from the UK Financial Conduct Authority and the Gibraltarian Financial Services
Commission; and merger clearance decision from the German Federal Cartel Office. The GVC Group and
the bwin.party Group believe that all other necessary approvals should be forthcoming; however it cannot be
ruled out that the GVC Group or the bwin.party Group may not obtain certain necessary approvals, or that
they may not be obtainable within a timescale acceptable to the GVC Group or the bwin.party Group, or that
they may only be obtained subject to certain conditions or undertakings which may not be acceptable to the
GVC Group or the bwin.party Group.
The GVC Group and the bwin.party Group rely on their Gibraltar and Maltese licences respectively to
provide services in certain territories on a point of supply basis. Whilst the Gibraltar Licensing Authority (for
the bwin.party Group) and the Malta Gaming Authority (for the GVC Group) have both been prepared to
accept that it is for the operator to determine its own legal risks in relation to the jurisdictions into which it
supplies, there is no guarantee that indirect pressure on these bodies or the relevant governments will not
result in either body taking a different attitude with regard to certain territories and therefore requiring the
Enlarged Group and other operators to block those jurisdictions as part of their licensing obligations.
The Enlarged Group intends to monitor closely legal and regulatory developments in all of the Material
Territories and generally keep abreast of legal and regulatory developments affecting the online gaming
industry as a whole, and will evaluate when it is appropriate to commission legal opinions in certain
territories. Where feasible, the Enlarged Group will attempt to reduce risk by proactively reviewing blocking
policies, the cessation or reduction of marketing programmes, clear travel policies, the re-location of
employees and assets as well as ensuring that monies are collected from and held in jurisdictions where the
legality of their provenance is not in question.
3.

ISSUES RELATING TO SUPPLY WITHIN THE EUROPEAN UNION

A number of important jurisdictions for the GVC Group and the bwin.party Group are Member States of the
EU. Supranational EU law plays a significant role as regards the legality of the supply of online gaming
services by operators licensed in one Member State to customers in another Member State. Accordingly,
before describing the legal and regulatory regimes in individual jurisdictions in which the GVC Group and
the bwin.party Group have customers, the position under EU law is considered below.
Online gaming is currently not subject to harmonised EU regulation. Each of the 28 EU Member States may
impose its own regulatory regime subject to the condition that it complies with EU law (which has
supremacy over an EU Member State’s domestic law).
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The TFEU establishes the principle that unjustified restrictions on the supply and movement of goods,
services, people and capital are not permitted. However, Member States retain a margin of discretion to limit
operators’ rights in providing services within their territory if objectively justified. The Court of Justice of
the European Union (“CJEU”) has decided a number of cases which test the extent to which restrictions in
the area of online gaming can be objectively justified. These include the following:
In Gambelli and others (Case C-243/01), the CJEU decided in November 2003 that national law restrictions
on the cross-border supply of online gaming services could give rise to restrictions on the freedom to provide
services and the freedom of establishment under Articles 49 and 56 TFEU, and that such restrictions
were capable of being justified on public interest grounds. However, restrictions can only be justified if
they were applied without discrimination, applied in a “consistent and systematic manner” and do not go
beyond what is necessary to achieve their objective. Additionally, if an EU Member State incites and
encourages consumers to participate in gaming to the financial benefit of the Member State, that Member
State may not use the pretext of protecting public order in order to justify restrictions on freedoms.
In Placanica and others (Case C-338/04), the CJEU held in March 2007, that while Article 56 and the case
law permits a “margin of discretion” to restrict online gaming services, such margin of discretion must be
“suitable for achieving the objective … invoked by the Member State concerned” and “not go beyond what
is necessary to achieve those objectives”. The CJEU also held that Articles 49 and 56 TFEU must be
interpreted as precluding national legislation which imposes a criminal penalty on persons for pursuing the
organised activity of collecting bets without a licence or a police authorisation (as required under the national
legislation), where those persons were unable to obtain licences or authorisations because that EU Member
State, in breach of EU law, refused to grant licences or authorisations to such persons.
In Liga Portuguesa de Futebol Profissional (Case C-42/07) the CJEU ruled in September 2009 that granting
exclusive rights to State-run gaming monopolies such as the Portuguese State monopoly operator Santa Casa
da Misericórdia de Lisboa, which is subject to strict state controls, may be regarded as appropriate for the
purposes of protecting consumers against fraud on the part of operators. While maintaining the need for
restrictions on gaming services to be justified in the public interest, the judgment is unambiguous in its
vindication of such monopolies as a possible method for doing so.
The rulings in Ladbrokes (Case C-258/08) and Betfair (Case C-203/08) were published in June 2010 and
closely followed the Liga Portuguesa de Futebol Profissional judgment, finding that EU Member States are
able to maintain monopoly gaming regimes and to restrict the rights of online gaming operators established
outside their territory from offering their gaming services if such restrictions are objectively justified,
non-discriminatory and proportionate.
The joined cases Markus Stoß et al (C-316/07, C-358/07 to 360/07, C-409/07 and C-410/07) as well as
Carmen Media (Case C-46/08) were decided in 2010 and were a mixed blessing for online gaming operators.
On the one hand, the CJEU confirmed its general approach that Member States may establish State gaming
monopolies. On the other hand the CJEU placed more emphasis on the principle that any restriction of the
activities of private gaming operators has to pursue public interest goals in a consistent and systematic
manner. National rules which are not in line with these criteria cannot be applied by the competent
authorities. When the judgments were published the German courts were already expressing their doubt over
whether the regulatory regime in place at the time pursued the objective of limiting games of chance in such
a consistent and systematic manner. Furthermore, there was considerable dispute at the political level as to
how future regulation of gaming in Germany should be tackled.
In the Engelmann ruling (Case C-64-08), handed down on 9 September 2010, the CJEU established that
Austrian legislation, under which only Austria-registered companies were eligible to apply for a casino
licence and to operate a casino, was incompatible with the freedom of establishment under EU law, and that
the award of all available licences to the Austrian casino monopoly operator was also incompatible with the
requirements of EU law in relation to the transparency and fairness of licensing procedures.
Dickinger and Ömer (C-347/09) was decided in September 2011 and concerned criminal proceedings
brought in Austria against Jochen Dickinger and Franz Ömer, the Austrian founders of the multi-national
online gaming group Bet-at-home.com, on the grounds of alleged infringement of the Austrian law on games
of chance. It was alleged that Dickinger and Ömer’s company hosted a server in Austria used by its
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Maltese-licensed online gaming subsidiaries to offer casino games from their website. Such activity is in
breach of the Austrian gaming law, which permits only one licensed operator to offer online casino games
in Austria at any one time. The CJEU noted that a monopoly on games of chance constitutes a restriction of
the freedom to provide services but that such a restriction may nevertheless be justified by overriding reasons
in the public interest, such as the objective of ensuring a particularly high level of consumer protection. To
be consistent with the objective of fighting crime and reducing opportunities for gambling, national
legislation establishing a monopoly which allows the holder of the monopoly to follow an expansionist
policy must genuinely be based on a finding that the crime and fraud linked to gaming are a problem in the
EU Member State concerned, which could be remedied by expanding authorised regulated activities. The
CJEU emphasised that the objective of maximising public revenue alone cannot permit such a restriction to
the freedom to provide services.
In January 2013, the CJEU ruled on the matter of Stanleybet International Ltd, William Hill Organisation
Ltd and William Hill v Ipourgos Ikonomias kai Ikonomikon and Ipourgos Politismou (C-186/11 and
C-209/11). The CJEU confirmed that EU law precludes the grant of an exclusive right to run, manage,
organise and operate games of chance to a single entity, in circumstances where: (i) the relevant legislation
does not genuinely address the need to reduce opportunities for gambling and to limit activities in that
domain “in a consistent and systematic manner”; and (ii) strict control by the public authorities of the
expansion of the sector of games of chance, solely in so far as is necessary to combat criminality linked to
those games, is not ensured.
In Pfleger and others (C-390/12) the CJEU confirmed in April 2014 its previous case law on national gaming
legislation being compliant with EU law only if the declared public interest objectives are not only
theoretically, but also actually pursued in a consistent and systematic manner. The CJEU further ruled that
the burden of proof regarding the proportionality and consistency of a measure rests with the EU Member
States and reiterated that, where a restrictive system has been established and that system is incompatible
with the freedom to provide services, an infringement of that system by an economic operator cannot give
rise to penalties.
In June 2015, the CJEU repeated in its Berlington Hungary ruling (Case C-98/14) on the Hungarian legal
framework for offline slot machines that national gambling legislation must comply with EU law and that a
restriction of the gambling market can only be justified by prevailing public interests. The CJEU confirmed
that national provisions containing “technical rules” have to be notified to the European Commission before
coming into force. Another point stated in the ruling is that licensed operators have to provide an attractive and
reliable gambling offer to provide consumers with a serious alternative. For the first time, the CJEU stated that
amendments to national tax legislation, without providing a transitional period, restrict the freedom to provide
services, if the changes lead to a five-fold increase of the tax rate, as was the case in the ruling concerned.
As a result of these cases, Member States and licensed monopoly operators continue to bring legal actions
against online gaming operators licensed in other Member States aimed at safeguarding State-run monopoly
operations.
Separately to the CJEU, the European Commission monitors the application of EU law in its role as the
“guardian of the Treaties”. In this role the European Commission has initiated infringement proceedings
against a number of EU Member States whose gaming legislation is perceived not to comply with EU law.
Infringement proceedings are a pre-litigation procedure which can ultimately result in the offending Member
State being referred to the CJEU by the European Commission. On 20 November 2013, the European
Commission decided to open infringement proceedings against Belgium, Cyprus, the Czech Republic,
Lithuania, Poland and Romania by sending letters of formal notice. Additionally, on the same date, the
European Commission escalated existing infringement proceedings against Sweden.
Predominantly as a result of pressure imposed by the European Commission, national gaming markets across
the European Union have started to open up to cross-border competition. However, many EU Member States
remain committed to a certain level of protection and in most cases this is linked to the desire to retain
revenue from state-owned gaming monopolies. Indeed, the European Commission has accepted that EU
Member States can require operators to be locally licensed, even if they are holders of an equivalent licence
from another EU Member State. Strictly speaking this is in opposition to the EU principle of “mutual
recognition” of businesses but EU Member States have actively pushed for this approach.
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Furthermore, while there is scope for challenging many of the more restrictive Member State gaming
regimes under EU law, providing gaming services in the EU without complying with individual national
licensing requirements remains risky.
The Enlarged Group is likely to continue to face a level of uncertainty as the regulatory landscape within the
EU continues to evolve. Where the Enlarged Group is able to obtain a local licence, it will benefit from a
strengthened legal position but may also face operational issues to which licensing regimes give rise.
4.

OVERVIEW OF REGULATION IN TERRITORIES WHERE THE BWIN.PARTY GROUP
OR THE GVC GROUP HOLD LICENCES

4.1

Austria
In Austria, licences are available for sports betting only and these are granted by provincial
governments. The bwin.party Group holds a permit issued by the provincial government of Vienna in
2001 for the offering of sports betting, but it is not operating on the basis of this licence. Other forms
of betting are regulated as another form of gaming or game of chance. Under the federal Austrian
Gambling Act (Glücksspielgesetz, “GSpG”), the Federal Government has an exclusive right to
organise games of chance, including via the internet, and has granted a sole concession to offer games
of chance via the internet to the monopoly operator, Österreichische Lotterien GmbH (“ÖLG”).
Provision of facilities for gaming by providers other than ÖLG is considered illegal.
Over the course of the last ten years, the bwin.party Group and its directors have repeatedly been
subject to investigations and civil and criminal proceedings because of alleged infringements of
Austrian gaming laws prohibiting the cross-border offering of online gaming. These cases were based
on complaints filed by various parties, including competitors on the Austrian market. All cases that
have advanced to court so far have either been decided in favour of the bwin.party Group and its
directors or closed after investigations into the bwin.party Group were completed, finding no breach
of Austrian law.
Recently, the Higher Regional Court Linz (Oberlandesgericht Linz) found an online gaming operator
based and licensed in Malta liable to reimburse approximately €1 million that a customer had spent
on the operator’s online roulette. The court argued that providing online gaming without an Austrian
licence would be illegal and the underlying gaming contract would be void. The case is currently
pending before the Austrian Supreme Court (Oberster Gerichtshof). The Regional Administrative
Court of Upper Austria (Landesverwaltungsgericht Oberösterreich), however, stated in a decision of
29 May 2015 that ÖLG’s aggressive advertising policy contravenes the alleged objective of reducing
opportunities to gamble, that the Austrian legislator’s aim for player protection is actually subordinate
to fiscal objectives and that there are less restrictive means than a monopoly to achieve the objective
of player protection.
In light of recent CJEU rulings (in particular Dickinger and Ömer and Pfleger), the bwin.party Group
takes the view that the GSpG is not compatible with EU law and its products are available to
consumers in Austria on the basis of its Gibraltar licences and the EU freedom to provide services.
The Enlarged Group intends to offer services on this basis following the Effective Date. While sports
betting is regulated at provincial level and the bwin.party Group holds a permit issued by the
provincial government of Vienna for the offering of sports betting, if the authorities take a contrary
view that the offering of casino and poker games by the bwin.party Group, and following the Effective
Date the Enlarged Group, in Austria is illegal, there is a risk that any assets held by the bwin.party
Group, and following the Effective Date the Enlarged Group, in Austria could be at risk of being
seized should enforcement action be taken by the authorities. Local counsel advise that given the firm
stance of the Austrian authorities as to the GSpG’s compliance with EU law, the application by the
Austrian authorities of criminal and administrative sanctions where the prohibitions on offering and
promoting online games of chance are violated cannot be excluded with reasonable certainty.

4.2

Belgium
The bwin.party Group is licensed as a technology and services provider in Belgium. The GVC
Group’s products are not available to consumers in Belgium and measures have been put in place to
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block consumers in Belgium from accessing the GVC Group’s websites. Following the Effective Date
the Enlarged Group’s products will be available to consumers in Belgium on the basis of the
bwin.party Group’s licence.
The provision of facilities for gambling without a licence is unlawful in Belgium. Only land-based
gambling operators can offer online gambling services and the server of the gambling website must
be located in Belgium. The bwin.party Group operates an online casino and sports betting offering
(www.bwin.be) in partnership with the Casino Kursaal Oostende SA and CKO Betting NV. The
Belgian Gambling Commission has the power to blacklist unlawful operators, to ask ISPs to block
access to such operators’ websites and to ask financial institutions to block the transfer of funds to and
from such websites. The GVC Group’s Casino Club brand has been blacklisted in Belgium.
Where facilities are provided by a licensed operator, a number of requirements apply to payment
processors and payment processing. End users will commit a criminal offence if they knowingly use
illegal services.
4.3

Curaçao
A licence is available for the provision of online betting and gaming in Curaçao. Only one licence type
is available and this covers skill games, chance games and sports betting. The regime allows for sublicences to be granted by the holder of a master licence approved by the Governor General of Curaçao.
The GVC Group holds sub-licences from a third party (C.I.L Curaçao Interactive Licensing N.V.)
which holds a master licence issued by the Governor General of Curaçao. The GVC Group provides
its online betting and gaming products to customers on the basis of this sub-licence.

4.4

Denmark
In Denmark, the provision of facilities for gaming and betting is illegal without a licence authorising
such provision. Offshore operators are subject to the same requirements as onshore operators and
must be licensed in order to lawfully provide facilities for betting or gaming. The bwin.party Group
and the GVC Group both hold licences for the provision of gaming and gambling products to
consumers in Denmark.

4.5

France
Licences are available for the provision of online sports betting, horse racing betting (with the
exception of spread betting, exchange betting and betting on negative events) and poker in France. It
is illegal for an operator to provide such facilities to French consumers without being licensed in
France. Licences are available to companies outside France, subject to certain conditions.
The bwin.party Group holds licences for the provision of sports betting and poker products to
consumers located in France. The GVC Group does not currently hold a licence and its products are
not available to consumers located there. Following the Effective Date the Enlarged Group’s products
will be available to consumers in France on the basis of the bwin.party Group’s licence.

4.6

Gibraltar
The bwin.party Group is incorporated, licensed and regulated in Gibraltar. The GVC Group is not
currently licenced and its products are not available to consumers in Gibraltar. Online gaming in
Gibraltar is licensed and regulated under the provisions of the Gibraltar Gambling Act 2005 (“GA”)
and the terms and conditions of a licence agreement (“Licence Agreement”) made between (1) the
licence holder and (2) the Minister for Gambling of the Government of Gibraltar as Licensing
Authority. Part VI of the GA, entitled “Remote Gambling”, is the basis for nearly all aspects of
Gibraltar’s online gaming regulatory regime. In addition to the GA, a number of “Codes of Practice”
have been issued which, by virtue of Section 6(6)(F) and 6(7) of the GA are authoritative in nature.
The terms of a Licence Agreement applicable to a Betting Licence or Casino Licence do not vary
materially save for the following:
(a)

the type of licence, which is usually expressed as “Remote gaming – online casino” in the case
of a Gaming Licence and as “Fixed Odds Betting” in the case of a Betting Licence; and
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(b)

authorised games: a Gaming Licence is restricted to a maximum of 10 groups of generic
games, whereas the Betting Licence is not and instead covers “betting” as defined in the GA,
namely: “……making or accepting a bet on: (a) the outcome of a race, competition or other
event of any description; (b) the likelihood of anything occurring or not occurring; or (c)
whether anything is or is not true….but does not include any bet made or stake hazarded in the
course of or incidental to any gaming and the expressions bet, betting and bookmaking shall
be construed accordingly….”

The bwin.party Group operates under a licence agreement which permits it to provide different game
variants such as fixed-odds games, casino games and approved betting products. The licence held by
the bwin.party Group is valid for a period of five years and automatically renewed each year during
the five-year period unless there has been a breach of any term or condition of the licence agreement
which has not been rectified within 90 days of notification. The bwin.party Group’s licence will be
renewed in March 2016. An annual renewal fee (currently set at £2,000) is payable by the licensee.
A licence is issued on the express understanding that the licence holder shall not provide its products
to any person where such provision would be illegal under the laws applying to the gaming contract
with the consumer. This is a condition usually contained in the Licence Agreement, so is contractually
binding on the licence holder. Operators are generally left to determine at their own discretion what
markets they operate in. The Gambling Commissioner maintains its own list of what it considers
white, grey or black jurisdictions and no specific measure or restrictions are imposed in this regard
under the GA, the Licence Agreement or the codes of practice issued by the Commissioner.
In those jurisdictions where the bwin.party Group is operating on the basis of its licences issued in
Gibraltar, the bwin.party Group is of the view that Gibraltar law is currently the applicable law in
respect of its online gaming activities, given the express submission to Gibraltar law in its contracts
with consumers, in addition to its headquarters and main gaming servers being based in Gibraltar. It
is also of the view that in the event of a specific prohibition against the provision of online gaming
activities in any such jurisdiction, there will be no breach of the bwin.party Group’s Gibraltar licence
requirements.
Gibraltar is an overseas territory of the UK and generally subject to EU law pursuant to paragraph 3 of
Article 355 TFEU. It is well established that Articles 49 and 56 TFEU have direct effect in Gibraltar
and can be relied upon as a defence against non-compliant EU Member State legislation.
However, if the national legislation complained of is UK legislation, the position is somewhat
complicated by the current proceedings brought by the Gibraltar Betting and Gaming Association
(“GBGA”) against the UK Government in the English High Court, where the UK Government is
arguing inter alia that the UK and Gibraltar should be considered as forming part of the same Member
State for the purposes of the case. The question of whether Articles 49 and 56 can be used as a defence
against non-compliant UK legislation is currently an uncertain one. There will be more clarity once
the GBGA case is resolved as questions as to the status of Gibraltar have now been referred by the
English High Court to the CJEU.
4.7

Greece
It is illegal to provide facilities for betting and gaming without a local licence in Greece. Local
licences for both betting and gaming (which are not distinguished under local legislation) are only
available to the monopoly holder, the Organisation of Football Prognostics S.A. (“OPAP”) and
24 offshore companies listed on the “White List” who have been granted provisional permits on the
basis of their agreement to become subject to a retrospective tax regime. The GVC Group offers its
products to consumers in Greece under such a provisional permit. The bwin.party Group does not
currently hold a permit to offer its products to consumers in Greece. Following the Effective Date the
Enlarged Group intends to offer services in Greece on the basis of the GVC Group’s permit.
However, there are arguments that the Greek legislative regime is inconsistent with EU law, in
particular on the basis that it is an unjustifiable restriction in not serving the purported objectives and
instead increasing the state’s income.
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Under the current regulatory regime, the provision of facilities for betting and gaming without a
licence is subject to criminal and administrative penalties, applicable to directors and the operator
itself respectively. Substantial fines can be imposed for both criminal and administrative breaches and
prison sentences may be imposed for criminal breaches. In addition, users of illegal facilities commit
an offence and can be punished by imprisonment or a fine.
The Greek Gambling Commission maintains a black list of companies which illegally provide online
gaming services in Greece and regularly investigates breaches of the relevant legislation. Criminal
investigations in relation to at least 33 unlicensed operators are underway. Unlicensed online gaming
operators are subject to website blocking by internet service providers (“ISPs”). The bwin.party
Group’s gaming operations have been blocked by ISPs in Greece. The bwin.party Group has
challenged these measures unsuccessfully.
Credit and payment institutions registered and lawfully operating in Greece cannot fulfil any
transactions of operators on the black list. If credit or payment institutions become aware of such a
transaction they are required to provide information about that transaction to the regulator. If such
notification is not made the institution may be subject to a fine of 10 per cent. of the amount processed.
4.8

Ireland
The Irish law on betting was amended in April 2015 by the Betting (Amendment) Act 2015 (the “2015
Act”). The 2015 Act introduced a new licensing system for remote bookmakers and betting
intermediaries who accept, or facilitate, bets from Irish customers, regardless of where in the world
the bookmaker or betting intermediary is located. The 2015 Act makes it illegal for an unlicensed
remote bookmaker or a betting intermediary to accept bets from Irish customers after 1 August 2015.
Enforcement action is likely to be taken against any unlicensed operator that continues to accept bets
from Irish customers after 1 August 2015.
The Irish law on gaming is contained in the Gaming and Lotteries Act 1956 as amended (the “1956
Act”). The 1956 Act prohibits gaming (which includes poker) except in very limited circumstances
such as at carnivals, at amusement arcades and in private members’ clubs. There is currently no
licensing regime in respect of the provision of online gaming services (as opposed to betting services)
by remote operators to customers in Ireland although such a regime is expected to be introduced in
the short to medium term. In the meantime, there is no restriction on an operator from outside of
Ireland continuing to offer online gaming services to customers in Ireland, even if offered from a
platform offering licensed bookmaking or betting intermediary services.
The GVC Group and the bwin.party Group have both obtained licences for the provision of betting
services to Irish customers. Following the Effective Date, the Enlarged Group will supply betting
services to Irish customers on the basis of these licences. Following the Effective Date, the Enlarged
Group intends to make its gaming products available to customers in Ireland on a point of supply basis.

4.9

Italy
Online gaming in Italy is regulated by Law No. 88/2009 (Legge Comunitaria), which stipulates that
the offering of online gaming to Italian residents requires a licence issued by the Italian gaming
regulator, Agenzia delle Dogane e dei Monopoli, previously known as the Amministrazione
Autonoma dei Monopoli di tato (“AAMS”).
Licences are available in Italy for the provision of facilities for betting and gaming. The provision of
facilities for gaming and betting (from either within or outside Italy) is lawful provided that a licence
is held. End users of unlicensed facilities would commit an offence.
The bwin.party Group holds various online gaming and betting licences through local subsidiaries
issued by AAMS which enables it to offer online sports betting, horse betting, poker, casino games,
card games, skill games, and bingo to consumers located in Italy. The online products offered to
Italian consumers by the bwin.party Group are subject to these licences. The GVC Group does not
hold an Italian gaming licence and does not currently offer services in Italy. Following the Effective
Date the Enlarged Group intends to offer services in Italy on the basis of bwin.party Group’s licences.
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4.10 Malta
The GVC Group and the bwin.party Group both hold licences for online gaming and betting in Malta.
The online licensing regime in Malta is regulated by the Lotteries and Other Games Act 2001 and the
Remote Gaming Regulations 2004 (“the Regulations”). The Malta Gaming Authority (“MGA”) is
the responsible regulatory authority.
The Regulations provide a definition of what constitutes remote betting and remote gaming. Pursuant
to Regulation 2, remote betting is defined as “the negotiation or receiving of any bet by means of
distance communications”. Remote gaming is defined as “any form of gaming by means of distance
communications”.
The Regulations stipulate four different classes of licences that are broadly speaking related to
risk-taking operations and non-risk taking operations, from the operator’s perspective:
•

Class 1: Games of risk based on repetitive events with random outcome and the House partakes
in the risk, such as casino-style games, lotteries, skill games with house robots;

•

Class 2: Games of risk based on a singular event having a market, such as fixed-odds betting,
spread betting, and pool betting;

•

Class 3: Promoting or abetting gaming from Malta whereby operator receives only a
commission, such as P2P (Skill and exchanges), affiliates, portals, poker room front-end; and

•

Class 4: Hosting and managing other remote gaming operators but operator receives only a
commission, such as software provides, poker room networks (B2B).

Class 1 and Class 2 licences are reserved for risk-taking operations and Class 3 and Class 4 licences
are reserved for non-risk-taking operations. The bwin.party Group holds Class 1, Class 2, Class 3 B2C
and Class 4 B2B supplier licences. The GVC Group holds Class 1 and Class 2 licences only. The GVC
Group is of the view that Malta law is currently the applicable law in respect of its online gaming
activities, given the express submission to Malta law in its contracts with consumers. It is also of the
view that in the event of a specific prohibition against the provision of online gaming activities in any
given jurisdiction, there will be no breach of the GVC Group’s Malta licence requirements.
The Regulations do not impose any restrictions or prohibitions on the territories to which an operator
licensed in the jurisdiction can provide its services. However, as a matter of policy, the MGA will not
issue a remote gaming licence which is intended to be used to target citizens of the USA. A standard
condition to the remote gaming licence obliges the licensee to abide by any applicable laws in other
jurisdictions.
4.11 Romania
Under the current regime, the provision of facilities for online betting and gaming services without a
local licence is illegal in Romania. Interim licences for the provision of both betting and gaming are
available under the current legislation and the first three interim licences were issued to operators in
July 2015.
A new regulatory regime is in the process of being introduced in Romania (which, as part of the
application process, provides for a payment of 20 per cent. of the applicant's revenues for the period
since 24 December 2010 during which they were not licensed). This will require all operators to be
licensed.
Headlong Limited (which is a member of the GVC Group) holds an interim licence for the provision
of online gaming services in Romania and provides services in Romania under this licence. The
bwin.party Group applied for an interim licence and, after consulting local counsel, continued to
provide online gaming services to its customers in Romania whilst its application was pending. The
bwin.party Group was subsequently blacklisted. It therefore decided to suspend offering real money
gaming and betting products to customers located in Romania with effect from mid-October 2015
until such time it receives an interim licence. In the meantime, the bwin.party Group has made
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representations to the Romanian regulator as to why it believes it should not be blacklisted and should
be able to lawfully provide online gaming services to its customers in Romania pending a decision
with respect to the grant of an interim licence. Both the GVC Group and the bwin.party Group have
paid the required amount to the Romanian Government in respect of the revenues for the period during
which they were not licensed as part of the application process. Following the Effective Date, it is
expected that the Enlarged Group will be in a position to offer services in Romania in accordance with
applicable licensing requirements.
Providing gaming facilities without a licence is a criminal offence with fines and prison sentences
applicable (legal entities can also be dissolved). While the legal risk is high for the person making
operative decisions where facilities are provided unlawfully, the practical risk of enforcement is low
when that person is located outside Romania. Save for the bwin.party Group challenging the
blacklisting decision, no litigation is pending or expected by either GVC or bwin.party in relation to
the licensing situation in Romania.
Those who carry out activities related to online gaming activities, including payment processing, are
required to be licensed. Providing such services without a licence is a minor offence which is
sanctioned by a fine and confiscation of amounts derived from the illicit activity. The use of illegal
facilities by an individual in Romania is considered a minor offence.
4.12 Spain
Spanish Law 13/2011 of 27 May 2011 (Ley 13/2011, de 27 de mayo, de regulación del Juego) (the
“Spanish Law”) sets out the general legal framework for the offering of online gaming in Spain.
According to the Spanish Law, operators who wish to offer online gaming products in Spain are
required to obtain general gambling and betting licences which cover the activities they wish to offer,
and then apply for a specific licence for each individual game variant.
The bwin.party Group holds online gaming and betting licences issued by the Spanish gaming
regulator, the Directorate General for the Regulation of Gambling (“DGOJ”). The online gaming
products offered by the bwin.party Group in Spain are offered under these licences. The GVC Group
does not currently offer services in Spain. Following the Effective Date, the Enlarged Group intends
to offer services in Spain on the basis of the bwin.party Group’s Spanish licence.
4.13 Great Britain
Online gaming in Great Britain is regulated by the UK Gambling Act 2005 and the regulations and
licensing conditions and codes of practice enacted by the British regulator – the Gambling
Commission.
The provision of facilities for betting and gaming to consumers in Great Britain is legal, provided the
operator holds an appropriate licence. Offshore operators are subject to the same regime and it is
illegal for them to provide facilities for betting and gaming without a licence issued by the Gambling
Commission. In addition, the British regulatory regime requires remote gaming operators to source
their gambling software from suppliers licensed by the Gambling Commission.
Both the GVC Group and the bwin.party Group hold online gaming operating licences issued by the
Gambling Commission.
5.

OVERVIEW OF REGULATION IN TERRITORIES MATERIAL TO THE OPERATIONS OF
THE ENLARGED GROUP

5.1

Brazil
Brazil does not currently license providers of online betting or gaming. On 4 August 2015, Law No.
13,155 amended paragraph 2 of Article 50 of the Brazilian Criminal Contraventions with the effect
that the provision of facilities for gaming and betting is now expressly illegal and there is a risk of
civil and administrative actions being taken against operators who provide services to consumers in
Brazil. An operator of online betting or gaming is unlikely to face criminal sanctions but these could
be imposed on company directors. In addition, participants in unauthorised games and bets will
commit a criminal offence and can be liable for fines.
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The GVC Group and the bwin.party Group do not hold a licence for the provision of online gaming
in Brazil but accept wagers from Brazilian residents under their Malta and Gibraltar licences
respectively on a point of supply basis, maintaining no physical presence in the jurisdiction.
Following the Effective Date the Enlarged Group intends to make its products available to consumers
located in Brazil on a point of supply basis.
There is some debate as to whether or not the changes made to the legislation in August 2015 were
designed to apply only to individuals or whether they we also intended to apply to providers of online
betting and gaming services. However, the GVC Group understands that it is more likely than not that
providers of online betting and gaming services would be caught by the relevant legislation.
A criminal offence could be deemed to have been committed by an overseas person (who is licensed
at the point of supply) where that person’s products are made available in Brazil. The likelihood of
this is increased where the products are specifically aimed at Brazil (for example, if Portuguese is
used or if bets are taken on Brazilian events).
However, the GVC Group understands that it would be difficult for the Brazilian authorities to take
action against an offshore operator and extradition is unlikely to be available due to the de minimis nature
of the criminal offence involved (although the risk increases if money laundering offences are involved).
It is possible for authorities to block transactions or impose penalties on banks and credit or debit card
providers who process payment transactions involving offshore online betting providers and their
consumers in Brazil although the GVC Group is not aware of any such action having been taken to date.
5.2

Bulgaria
A licence is required in order to provide facilities for online betting and gaming in Bulgaria.
An administrative sanction would apply to a person providing facilities for gaming unlawfully. For the
operator this could be a fine of up to €2.5 million. Payment processors should only provide their
facilities to licensed operators. No sanctions apply to end-users of online betting and gaming services
operated by providers not holding a Bulgarian licence.
The bwin.party Group holds assets in Bulgaria through a Bulgarian subsidiary, including operations
which provide back office services to the bwin.party Group’s licensed entities, such as technological
and customer support services, computational activities for sports betting websites, risk management
and security, production and maintenance of software programmes, server maintenance, database
maintenance, marketing and human resources. The bwin.party Group does not believe that these
activities in Bulgaria require licensing in Bulgaria as Bulgarian laws on the manufacture, import and
maintenance of gaming equipment currently apply only if such equipment is used in Bulgaria. The
bwin.party Group’s products are currently not available to consumers in Bulgaria. The bwin.party
Group has applied for a licence to offer remote gaming and betting into Bulgaria and this licence will
cover also the manufacture, import and maintenance of gaming equipment.
The GVC Group currently offers services to consumers in Bulgaria based on its Maltese licence and
intends to apply for a local licence in due course.

5.3

Canada
The provision of gambling facilities is illegal in Canada. No Canadian law specifically governs online
gaming but the general consensus is that the provisions of the relevant legislation which apply to landbased facilities will apply equally to online facilities. The bwin.party Group does not, and following
Completion, the Enlarged Group will not, have a physical presence in Canada. However, the GVC
Group’s and the bwin.party Group’s products are accessible by consumers in Canada on a point of
supply basis. Following the Effective Date, the Enlarged Group intends to provide services in Canada
on a point of supply basis.
Canadian law does not expressly deal with the supply into Canada of online gaming by offshore
operators. It is unclear on what basis a Canadian court would take jurisdiction over the actions of an
offshore operator. However, offences will be committed by software suppliers providing assistance to
operators. In addition, sections of the relevant legislation criminalise aiding and abetting gaming
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activities. Furthermore, an end user could theoretically commit an offence but the likelihood of any
end user being charged for using online gaming facilities is extremely low.
The risk of enforcement against persons who reside outside Canada is understood to be extremely low.
If an entity has employees, executives or facilities in Canada the risk is high. It is considered that the
GVC Group’s, the bwin.party Group’s, and following Completion, the Enlarged Group’s, operations in
Canada are not in breach of local laws as they are carried out on the basis of the licences issued to the
GVC Group in Malta and the bwin.party Group in Gibraltar, in accordance with the terms of those
licences.
The Province of Quebec has proposed the introduction of a licensing regime although this would be
subject to many challenges before it could be put into effect.
5.4

Germany
The legality of the German regulatory regime for the provision of online betting and gaming services
has been uncertain for a number of years. The German Interstate Treaty on Gambling came into force
on 1 July 2012 and there are currently several on-going legal challenges at a national and EU level
and in July 2015 the European Commission took preliminary steps towards infringement proceedings
against Germany. While these challenges remain unresolved, the risk of enforcement action being
taken against providers of online betting and gaming services who do not hold a local German licence
currently appears low to medium. However, there is evidence of renewed political impetus to resolve
issues of legal certainty through amendments to the current regulatory regime following the recent
involvement of the European Commission.
Various subsidiaries of the bwin.party Group have been issued prohibition orders under the Interstate
Treaty on Gambling and related legislation, as well as under earlier legislation by certain German
States. The bwin.party Group has filed administrative proceedings challenging each of these orders.
While some of the cases concerning challenges of prohibition orders have been settled positively for
the bwin.party Group, others are pending final adjudication. The bwin.party Group is not presently
subject to any prohibition orders currently being enforced against it. Following the bwin.party Group’s
licence application in the tender procedure for one of the 20 available Germany-wide sports betting
licences (see below), no new prohibition orders have been initiated against the bwin.party Group.
The provision of facilities for online betting and gaming services is generally prohibited without a
licence. Due to on-going legal challenges of the legislative framework, there are no licences available
for online sports betting (although in principle licences for online sports betting are permitted under
the legislation). In addition, at present no new licences are available for the provision of online gaming
facilities in the state of Schleswig-Holstein, where online gaming licences were issued by the state
government between 2012 and 2013.
The bwin.party Group holds online gaming and betting licences from Schleswig-Holstein and
presently its products are available to consumers there under its licences. The bwin.party Group also
has a pending application with the German State of Hesse for a Germany-wide sports betting licence.
Apart from its offer in the German State of Schleswig-Holstein, the bwin.party Group currently
provides services in Germany under its Gibraltar licence on a point of supply basis. The GVC Group
holds a licence for online sports betting from Schleswig-Holstein but this licence is dormant. The
GVC Group also has a pending application with the State of Hesse for a Germany-wide sports betting
licence. The GVC Group’s products are available to consumers in Germany under its Malta licence
on a point of supply basis. Following the Effective Date, the Enlarged Group intends to make its
products available to consumers in Germany on the basis of its Schleswig-Holstein licence and on a
point of supply basis.
German gambling legislation remains under court scrutiny. There is currently one case pending before
the CJEU, C-336/14 (Ince), challenging the federal legislation and in particular the German
Sportsbook licence tender. The CJEU’s Advocate General submitted his opinion on 22 October 2015.
The Advocate General’s opinion provides that the criminal enforcement against illegal gambling, at
least with regard to illegal sports betting, must be suspended. A final ruling from the CJEU is expected
in Q1 of 2016.
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Furthermore, a recent decision of the Higher Administrative Court of Hesse on 16 October 2015 has
confirmed several defects in the sports betting licensing process that are contrary to EU law with the
effect that the licensing process will either have to be restarted or changes to the Interstate Treaty will
be required. At present no licences may be issued for sports betting.
Separately, two parallel cases on the prohibition of poker and casino games and the current regulation
of sports betting are pending against other online gaming companies before the Federal Supreme
Court (Bundesgerichtshof) and are scheduled to be heard in June 2016. A potentially negative
outcome of these cases may lead to increased enforcement of the prohibitions under the Interstate
Treaty on Gambling that are targeted against various operators providing online gaming to customers
in Germany, including the GVC Group, the bwin.party Group and, following the Effective Date, the
Enlarged Group. However, the Advocate General’s opinion and the decision of the Higher
Administrative Court of Hesse would suggest that a negative outcome is less likely.
Please see the “Risk Factors” section of this document for an outline of ongoing legal challenges to
the regulation of online gaming in Germany.
It is a criminal offence for consumers to participate in public gaming but proceedings against
individuals have been rare. Consumers of online poker may commit a criminal offence by failing to
report taxable income gained as a result of their participation in poker games but this is subject to
challenge in the federal courts.
Assisting in payment transactions in connection with illegal gaming is prohibited and the competent
authorities can prohibit transactions. That said, the competent authorities have not yet taken any action
against payment service providers.
5.5

India
The bwin.party Group contracts for software and IT enabled business process outsourcing services
(“BPO”) from subsidiaries in Hyderabad, in the state of Telangana in India. As the bwin.party
Group’s Indian subsidiaries’ income is derived solely from international transactions with an
associated enterprise, its revenues are subject to Transfer Pricing Regulations under the Indian Income
Tax Act 1961, which requires services to be provided at an arm’s length price. The bwin.party Group’s
Indian subsidiaries have entered into agreements with bwin.party’s group companies for the provision
of BPO services at arm’s length prices.
Indian law prohibits gaming and maintaining gaming houses in India. However, there is no statute or
law prohibiting the provision of BPO services in India for gaming which takes place outside India or
to gaming houses which are not located in India and which do not offer gaming services to any person
accessing such services from India. The bwin.party Group employs technology that identifies the
geographic location of consumers who attempt to access its websites and ensures that its online
gaming and betting products will not be accessible to any person located in India. The bwin.party
Group has been advised that, as a result, the bwin.party Group’s current operations in India are in
accordance with local law.

5.6

Russia
The provision of facilities for gaming via the internet is illegal in Russia and the relevant legislation
is likely to extend to offshore operators. For operations outside Russia, enforcement action will
normally take the form of website blocking and the risk of enforcement is generally linked to the
profile of the operator (i.e. the more well-known the operator, the more likely it is to experience
enforcement action). Russian courts and authorities have consistently taken the approach that the
provision of gaming facilities over the internet from outside Russia involves providing unlawful
information and has used administrative orders, focused on ISPs, to block such sites. The risk of
enforcement against directors is low.
The bwin.party Group and the GVC Group do not hold a licence for the provision of online gaming
products in Russia and their products are available to consumers located there under their Gibraltar
and Malta licences respectively on a point of supply basis, maintaining no physical presence in the
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jurisdiction. Following the Effective Date, the Enlarged Group’s products will be available to
consumers in Russia on a point of supply basis.
In general, payment processing is not prohibited unless the payment processor is specifically involved
in the provision of illegal services. In addition, end users will not generally be liable where they use
illegal facilities.
5.7

Turkey
The provision of facilities for betting and gaming online is illegal. Overseas operators are subject to
Turkish law and there is a risk of prosecution where individuals involved in operations are present in
the jurisdiction. While there is a high risk that providers of illegal facilities will be subject to criminal
prosecution and trial in Turkey, the risk is lower where the relevant activities take place outside Turkey
and there is no physical presence in Turkey. Please see the “Risk Factors” section of this document
for an outline of ongoing legal proceedings brought under Turkish online gaming legislation.
The GVC Group does not hold a licence for the provision of online gaming products in Turkey but
operates there under its Malta licences on a point of supply basis, maintaining no physical presence
in the jurisdiction. The bwin.party Group’s products are not available to consumers located in Turkey.
Following the Effective Date, the Enlarged Group intends to provide services in Turkey on a point of
supply basis.
The provision of facilities for betting is subject to a monopoly in favour of Sport Toto. This
organisation may delegate some of its rights to private entities. Licences are not available for the
provision of facilities for gaming.
Payment processing for betting activities is prohibited. The provision of payment processing for
gaming activities is considered as assistance for gambling and, as such, is prohibited (although
gambling is considered a minor offence) and participants may be subject to administrative fines of
100 Turkish Lira (approximately £20).

5.8

Ukraine
The bwin.party Group holds assets in the Ukraine through a Ukrainian subsidiary, including
operations which provide game development and software services. The bwin.party Group has
conducted a review of Ukrainian legislation and has been advised that there is no licensing
requirement under Ukrainian law for the sector of game development as carried out by the bwin.party
Group’s Ukrainian subsidiary.
Ukraine introduced the Law on Prohibition of Gambling on 25 June 2009, banning casino and slot
machine activities. In May 2011, the Ukrainian parliament approved amendments including a ban on
online gaming in the legislation. While remaining available to consumers in the Ukraine, the
bwin.party Group does not market its online gaming and betting products in the Ukraine. The
bwin.party Group is not aware of any enforcement against foreign online gaming and betting
companies undertaken under Ukrainian law.

5.9

United States
The bwin.party Group provides technology and services to licensed online gaming operators in New
Jersey on the basis of a Casino Service Industry Enterprise Licence, issued by the New Jersey
Division of Gaming Enforcement. The bwin.party Group is an applicant for interactive gaming
service provider, manufacturer and distributor licences in the State of Nevada. The GVC Group does
not currently offer services in the United States.
In relation to New Jersey, the GVC and bwin.party Groups have applied for a Casino Service Industry
Enterprise Licence and are seeking a Transactional Waiver under which the New Jersey Division of
Gaming Enforcement can permit a change in ownership in the bwin.party Group without voiding its
existing licence.
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PART 9
TAXATION
The statements set out in this Part 9 are intended only as a general guide to certain limited tax matters
connected with GVC Shares. They are not exhaustive and do not constitute tax or legal advice. GVC
Shareholders, or prospective GVC Shareholders, should obtain their own independent professional
tax advice in relation to the acquisition, holding and disposal of GVC Shares.
1.

UK TAXATION

The statements set out below are intended only as a general guide to certain aspects of current UK tax law
and the published practice of HMRC as at the date of this document, both of which may change (possibly
with retroactive effect) and which (in the case of HMRC’s published practice) may not be binding on HMRC.
They do not purport to be a complete analysis or description of all the potential UK tax consequences of
acquiring, holding or disposing of GVC Shares.
They apply only to GVC Shareholders who are resident (and, in the case of individuals, domiciled) for tax
purposes solely in the United Kingdom, save where express reference is made to non-UK resident
Shareholders, who are the absolute beneficial owners of both their GVC Shares and any dividends paid on
them and who hold their GVC Shares as an investment (other than in an individual savings account or a selfinvested personal pension). They do not apply to GVC Shareholders who are subject to special tax rules,
including dealers in securities, brokers, insurance companies, trustees, investment companies and collective
investment schemes, tax-exempt institutions, persons holding GVC Shares in connection with an
employment or office, persons holding GVC Shares as part of hedging transactions, persons holding, either
themselves or together with connected or associated persons, more than 10 per cent. of any class of shares
or other participation interests in GVC, or persons holding GVC Shares in connection with a trade,
profession or vocation.
GVC Shareholders, or prospective GVC Shareholders, should obtain their own independent
professional tax advice in relation to the acquisition, holding and disposal of GVC Shares in light of
their own particular circumstances.
The GVC Directors intend that the affairs of the Company will continue to be conducted so that the
Company is not and does not become resident for tax purposes in the United Kingdom, and is resident in its
place of incorporation only.
1.1

Taxation of dividends paid on GVC Shares
(a)

Withholding tax
Dividends paid by GVC will not be subject to deduction at source of UK tax.

(b)

UK individuals
Dividends on GVC Shares received by a GVC Shareholder who is an individual will be subject
to UK income tax.
For periods up to 5 April 2016, a GVC Shareholder who is an individual will generally be
entitled to a tax credit in respect of a dividend paid by GVC which may be set off against that
GVC Shareholder’s total UK income tax liability. The tax credit will be equal to 10 per cent.
of the aggregate of the dividend and the tax credit (the “gross dividend”), which is also equal
to one ninth of the cash or ‘net’ dividend. GVC Shareholders who are subject to income tax in
respect of dividends on the GVC Shares will be taxed on the amount of the gross dividend,
rather than the cash dividend paid, which will be treated as forming the top slice of such GVC
Shareholder’s income for income tax purposes.
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An individual GVC Shareholder who is only liable to income tax at the basic rate will be
subject to tax on the gross dividend at a rate of 10 per cent., so that the tax credit will satisfy
in full such GVC Shareholder’s liability to income tax on the dividend.
An individual GVC Shareholder who is liable to income tax at the higher rate, will be subject
to tax on the gross dividend at a rate of 32.5 per cent. In such a case, the tax credit will be set
against but not fully offset the GVC Shareholder’s tax liability on the gross dividend and such
GVC Shareholder will be liable for further income tax equal to 22.5 per cent. of the gross
dividend (which is an effective tax rate of 25 per cent. on the cash dividend) to the extent that
the gross dividend, when treated as the top slice of GVC Shareholder’s income, falls above the
threshold for higher rate income tax and below the threshold for additional rate income tax.
An individual GVC Shareholder who is liable to income tax at the additional rate will be
subject to tax on the gross dividend at a rate of 37.5 per cent. In such a case, the tax credit will
also be set against but not fully offset that GVC Shareholder’s tax liability on the gross
dividend and such a GVC Shareholder will have to account for further income tax equal to
27.5 per cent. of the gross dividend (which is an effective tax rate of 30.56 per cent. on the cash
dividend) to the extent that the gross dividend when treated as the top slice of the GVC
Shareholder’s income falls above the threshold for additional rate income tax.
Individual GVC Shareholders who are not liable to UK income tax in respect of the gross
dividends, and other UK resident tax payers who are not liable to UK tax on dividends,
including UK pension funds and charities, will not be entitled to claim repayment of the tax
credit attaching to any dividends paid by GVC.
(c)

Changes announced at Summer Budget 2015
The UK government announced in the Summer 2015 Budget fundamental changes to the
treatment of dividends for UK income tax purposes. These changes are expected to be given
effect by the Finance Act 2015-2016 in due course, but no draft legislation has yet been
published. The information in this section is based on the limited information that has been
made publically available so far.
If these changes are enacted, with effect from 6 April 2016 the system of tax credits described
above will no longer apply. Instead, individuals are to receive an annual dividend allowance of
£5,000 per tax year. Dividends received up to the amount of that allowance (in aggregate) will
not be subject to income tax; to the extent that dividends received in a tax year exceed (in
aggregate) that allowance they will be taxed at a rate of 7.5 per cent. (for basic rate taxpayers),
32.5 per cent. (for higher rate taxpayers) or 38.1 per cent. (for additional rate taxpayers). No
tax credit will be available in respect of such dividends.

(d)

GVC Shareholders subject to UK corporation tax
GVC Shareholders which are “small” companies for the purposes of the relevant legislation
will be subject to corporation tax on dividends received on GVC Shares.
Other GVC Shareholders which are within the scope of UK corporation tax may be exempt
from UK corporation tax on dividends received on GVC Shares, subject to the detailed
conditions being met for one of a number of exemptions. These exemptions are not
comprehensive, and are subject to the application of certain anti-avoidance rules: whether or
not one or more exemptions applies will depend on the particular circumstances of the relevant
GVC Shareholder.
GVC Shareholders which are companies that receive dividends which are not exempt will be
liable to corporation tax at the prevailing rate of corporation tax (being 20 per cent. for the
financial year 1 April 2015 to 31 March 2016).
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It is recommended that Corporate GVC Shareholders should seek independent professional
advice on the treatment of dividends received by them from the Company.
1.2

Taxation of disposals of GVC Shares
A disposal, or deemed disposal, of GVC Shares by a GVC Shareholder may give rise to either an
allowable loss or a chargeable gain for the purposes of UK taxation of capital gains, depending on the
circumstances of that GVC Shareholder and in particular the availability of any exemption or relief.
(a)

Individuals
Any gain realised on a sale or other disposal of all or part of a holding of GVC Shares
(including from a liquidation or dissolution of GVC) by GVC Shareholders who are individuals
may be subject to capital gains tax as a chargeable gain.
Chargeable gains are subject to capital gains tax at a rate of 18 per cent. (for the tax year
2015/2016), to the extent that when aggregated with the relevant individual’s taxable income
they fall below the limit of the basic rate of income tax (taking the chargeable gain as being the
highest part of the aggregate) or 28 per cent. to the extent that the aggregate is above the basic
rate limit.
Individuals may be able to make use of exemptions or reliefs to reduce their chargeable gains
arising on a disposal, or deemed disposal, of GVC Shares, including by making use of all or
part of their annual exempt amount (£11,100 for the tax year 2015/2016) and any capital losses
available to them.

(b)

Corporation tax payers
Any gain realised on a sale or other disposal of the GVC Shares (including from liquidation or
dissolution of GVC) by GVC Shareholders who are subject to corporation tax may be subject
to corporation tax on chargeable gains.
Corporation tax payers may be entitled to calculate their chargeable gains taking into account
indexation allowance, in accordance with any rise in the Retail Prices Index over their period
of ownership of the GVC Shares being disposed of. Indexation allowance can only reduce or
eliminate a chargeable gain, and not create or increase an allowable loss. Corporation tax
payers may also be able to make use of other reliefs available to them, such as setting capital
losses against their chargeable gains.

(c)

Non-residents
An individual who has ceased to be resident in the United Kingdom for tax purposes for a
period of not more than five years (or, in the case of departures from the United Kingdom
before 6 April 2013, has ceased to be resident or ordinarily resident in the United Kingdom for
a period of not more than five years) and disposes of GVC Shares while he is temporarily
non-resident may still be liable to UK capital gains tax on any gain realised on such disposal
upon re-acquiring UK residency, subject to the availability of any reliefs or exemptions.
GVC Shareholders who are not resident in the United Kingdom for tax purposes will generally
not be subject to UK tax on chargeable gains unless they carry on a trade, profession or
vocation in the UK through a branch or agency (or, in the case of Corporate GVC Shareholders,
a permanent establishment) for the purpose of which the GVC Shares are or have been used,
held or acquired.

1.3

Transfer of assets abroad
GVC Shareholders who are individuals should be aware of the provisions of sections 714-751 of the
Income Tax Act 2007 which may render them liable to UK income tax in respect of undistributed
income of GVC. These provisions should not apply if the individual can show either (i) that it would

297

not be reasonable to draw the conclusion, from all the circumstances of the case, that the purpose of
avoiding liability to taxation was the purpose or one of the purposes for which the relevant
transactions or any of them were effected, or (ii) that all the relevant transactions were genuinely
commercial and that it would not be reasonable to draw the conclusion from all the circumstances of
the case that any one or more of those transactions was more than incidentally designed for the
purpose of avoiding liability to taxation.
1.4

Stamp duty and stamp duty reserve tax (“SDRT”)
The statements below apply in circumstances where the GVC Shares are admitted to the
Official List and traded on the London Stock Exchange’s Main Market for listed securities.
They apply in relation to GVC Shares irrespective of the residence or domicile of the relevant
Shareholder or prospective Shareholder.
They do not apply to certain brokers and intermediaries who may not be liable to stamp duty
or SDRT, or to persons connected with depository arrangements or clearance services, to whom
special rules apply and who may be liable at higher rates.
(a)

Issue of GVC Shares
No stamp duty or SDRT should be payable on the issue of GVC Shares.

(b)

Subsequent transfers of GVC Shares held in certificated form
Any instrument effecting or evidencing a transfer of GVC Shares held in certificated form
which is executed in the UK may not (except in criminal proceedings) be given in evidence or
be available for any purpose whatsoever in the UK unless duly stamped. Any instrument of
transfer executed outside the UK which relates to any matter or thing done or to be done, or
any property situated, in the UK may not (except in criminal proceedings) be given in evidence
or be available for any purpose whatsoever in the UK, unless duly stamped after it has first been
received in the UK. The rate of stamp duty is 0.5 per cent. on the amount or value of the
consideration for the relevant transfer, rounded up (if necessary) to the next multiple of £5.
However, instruments of transfer for which the consideration is £1,000 or less are exempt from
stamp duty provided they are certified appropriately. Interest on any stamp duty payable will
accrue from 30 days after the date the instrument is executed. Penalties may also apply for late
stamping.
No charge to stamp duty will generally arise in practice in relation to the transfer of GVC
Shares held in certificated form provided that all instruments relating to the transfer are
executed and retained outside the UK and do not relate to anything done or to be done in
the UK.
No charge to SDRT will generally arise in respect of an agreement to transfer GVC Shares held
in certificated form, provided that such GVC Shares are not registered in any register kept in
the UK by or on behalf of GVC.

(c)

Subsequent transfers of GVC Shares held in uncertificated form
No charge to stamp duty or SDRT should arise on the transfer of GVC Shares to CREST for
conversion into uncertificated form, unless the transfer is for consideration. Neither would a
charge to SDRT arise provided such GVC Shares are not registered in any register kept in the
UK by or on behalf of GVC.
Sales of GVC Shares within CREST will generally not be liable to SDRT provided such GVC
Shares are not registered in any register kept in the UK by or on behalf of GVC.
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2.

ISLE OF MAN TAXATION

The statements set out below are intended only as a general guide to certain current Isle of Man taxation
aspects of ownership of GVC Shares. The summary does not purport to be an exhaustive analysis of all
potential Isle of Man tax and does not cover certain categories of GVC Shareholders such as trustees, dealers,
employees of GVC or any of its subsidiaries. If you are in any doubt as to your tax position or if you may
be subject to tax in any other jurisdiction, you are strongly recommended to consult an appropriate
professional adviser.
The following statements are made on the assumption that GVC is subject to the zero corporate income
taxation regime in the Isle of Man.
2.1

Tax residence in the Isle of Man
GVC is resident for taxation purposes in the Isle of Man by virtue of being incorporated in the Isle
of Man.

2.2

Isle of Man taxes
The Isle of Man Government levies income tax, applicable to both individuals and companies. The
Isle of Man does not operate any capital gains tax, stamp duty, stamp duty land tax or inheritance
taxes.

2.3

Zero Rate of Corporate Income Tax in the Isle of Man
The standard rate of corporate income tax in the Isle of Man is 0 per cent. However, a higher rate of
tax applies to income received by a company from any of the following sources:
(a)

banking business and certain retail profits (10 per cent. rate); and

(b)

land and property in the Isle of Man (including property development, residential and
commercial rental or property letting and mining & quarrying) (20 per cent. rate).

As it does not receive income from these sources, the Company is liable to income tax at a
“zero” per cent. rate on its profits. The Company is not required to withhold tax from the payment of
dividends to Shareholders, wherever resident.
2.4

EU Savings Directive
Directive 2003/48/EU of the European Union on the taxation of savings income seeks to bring about
the effective taxation of interest payments in a beneficial owner’s member state of tax residence
through the automatic exchange of information on cross border interest payments to individual
beneficial owners. The Isle of Man has entered into agreements with all the Member States to apply
automatic exchange of information. These measures now apply in the Isle of Man, but the Directive
does not currently extend to dividend payments.

2.5

Taxation of Dividends
Holders of GVC Shares resident in the Isle of Man will, depending on their particular circumstances,
be liable to Isle of Man income tax on dividends received from GVC.
An Isle of Man company has no requirement to make any deduction or withholding of tax on
dividends paid to Isle of Man or non-Isle of Man resident shareholders.

2.6

Isle of Man probate
In the event of the death of a sole holder of GVC Shares an Isle of Man grant of probate or
administration may be required, in respect of which certain fees will be payable to the Isle of Man
government.
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PART 10
ADDITIONAL INFORMATION
1.

AIII 1.1

RESPONSIBILITY

GVC and each of the GVC Directors, whose names and functions are set out in paragraph 6.1 of this Part 10,
and the Proposed Director, whose name and function appears on page 6.2 of this document, accept
responsibility for the information contained in this document. To the best of the knowledge of GVC, the
GVC Directors and the Proposed Director (who have taken all reasonable care to ensure that such is the
case), the information contained in this document is in accordance with the facts and does not omit anything
likely to affect the import of such information.

AI 1.1

2.

GVC

AI 5.1.1, AI 5.1.4

2.1

GVC was incorporated and registered in the Isle of Man under the 2006 Act with registered number
4685V on 5 January 2010 as a company limited by shares with its existing name “GVC Holdings
PLC”.

AI 5.1.2, AI 5.1.5

AI 1.2
AIII 1.2

AI 5.1.3, AIII 4.2

2.2

The principal legislation under which GVC operates, and under which the GVC Shares have been
created, is the 2006 Act and regulations made under the 2006 Act. The liability of GVC’s members is
limited.

2.3

GVC is domiciled in the Isle of Man. The registered office and principal place of business of GVC is
at 32 Athol Street, Douglas, Isle of Man IM1 1JB (telephone number +44(0)1624 652 559).

2.4

GVC was incorporated with the purpose of assuming the business and operations of GVC Holdings
S.A., the Luxembourg incorporated holding company of the former GVC Group of companies, as part
of the re-domiciliation of the former GVC Group from Luxembourg to the Isle of Man in 2010.

2.5

On 21 May 2010, GVC Holdings S.A. transferred the entirety of its assets and liabilities (save for
certain subscriber shares and certain agreements such as those with professional advisers) to GVC in
consideration for the issue of 31,135,662 shares to GVC Holdings S.A. (the “Transfer Shares”).
GVC Holdings S.A. was subsequently put into members’ voluntary liquidation and all of the shares
held by it were distributed to the holders of fully paid GVC Holdings S.A. shares.

2.6

On 24 May 2010, the GVC Shares were admitted to trading on AIM.

2.7

On 20 December 2012 GVC announced that its offer, made with a subsidiary of William Hill plc, to
acquire the entire issued and to be issued share capital of Sportingbet plc had been recommended by
the board of Sportingbet plc. On 19 March 2013 GVC completed the acquisition of Sportingbet plc
and the enlarged share capital of GVC was admitted to trading on AIM.

3.

SHARE CAPITAL

3.1

The share capital history of GVC for the period covered by the historical financial information, as set
out in Part 3 of this document, is set out below:

AI 21.1.7

(a)

AI 21.1.1

The issued share capital of GVC as at 31 December 2012 was 31,592,172 ordinary shares, each
of which being fully paid up and having a par value of €0.01.

AIII 4.4
ESMA 153

(b)

In order to accommodate the acquisition of Sportingbet by scheme of arrangement, the
Company’s share capital was increased by ordinary resolution to €800,000 divided into
80,000,000 ordinary shares of €0.01 each.

(c)

29,018,075 ordinary shares were issued as part of GVC’s acquisition of Sportingbet which
completed on 19 March 2013. The issued share capital of GVC as at 31 December 2013,
following completion of that acquisition, was 60,906,760.
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(d)

The issued share capital of GVC as at the date of the last audited balance sheet, being
31 December 2014, was 61,276,480 ordinary shares, each of which is fully paid up and has a
par value of €0.01.

(e)

The issued share capital of GVC as at the last practicable date prior to the publication of this
document is 61,276,480 shares of €0.01 each.

(f)

The share capital of GVC available for issue as at the date of this document is €800,000 divided
into 80,000,000 ordinary shares of €0.01.

(g)

Immediately following Admission, subject to the passing of the relevant ordinary resolution at
the GVC General Meeting, the share capital of GVC will be €2,920,271.07 divided into
292,027,107 GVC Shares of €0.01 each.

3.2

There is no class of shares in issue in GVC other than ordinary shares.

3.3

As at the date of this document:

AI 21.1.3
AI 21.1.4

(a)

3.4

GVC does not hold any treasury shares and no GVC Shares are held by, or on behalf of, any
member of the GVC Group;

(b)

GVC does not have any convertible securities, exchangeable securities or securities with
warrants;

(c)

other than in connection with the Acquisition or as may be provided for under the Share
Incentive Schemes, GVC has not given any undertaking to increase its share capital;

(d)

save as may be provided for under the Share Incentive Schemes or as otherwise set out in this
document, there are no acquisition rights or obligations over any authorised but unissued
capital of GVC; and

(e)

save as may be provided for under the Share Incentive Schemes or as set out in
paragraph 3.4 below, no capital of any member of the GVC Group is under option or is agreed,
conditionally or unconditionally, to be put under option.

As at the date of this document the following options held by GVC Directors and senior managers
over GVC Shares and/or the capital of any other member of the GVC Group are outstanding:

Recipient

Relationship
with GVC

Kenneth Alexander Director

No. of
Exercise
option GVC
price per Vesting schedule/
Shares GVC Share conditions
1,400,000

Richard Cooper

Director

700,000

Lee Feldman

Director

350,000*

Jim Humberstone

Chief Operating
Officer

€0.01 Share price to equal or
exceed £6.00 per
share for a
continuous period
of 90 days
€0.01 Share price to equal or
exceed £6.00 per
share for a
continuous period
of 90 days
€0.01 Share price to equal or
exceed £6.00 per
share for a
continuous period
of 90 days
€0.01 Share price to equal or
exceed £6.00 per
share for a
continuous period
of 90 days

300,000
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Award date

Number
vested by
31 December
2014

30 May 2014

Nil

30 May 2014

Nil

30 May 2014

Nil

30 May 2014

Nil

AI 21.1.5
AI 21.1.6
ESMA 150-152

AI 17.2

Recipient

*

4.

Relationship
with GVC

No. of
Exercise
option GVC
price per Vesting schedule/
Shares GVC Share conditions

Adam Lewis

Chief Marketing
Officer

300,000

Jon Salmon

Head of
CasinoClub

125,000

Keith Laidlaw

Chief Technical
Officer

75,000

Thomas Tietjen

Head of Operations, 75,000
CasinoClub

Award date

€0.01 Share price to equal or
exceed £6.00 per
share for a
continuous period
of 90 days
€0.01 Share price to equal or
exceed £6.00 per
share for a
continuous period
of 90 days
€0.01 Share price to equal or
exceed £6.00 per
share for a
continuous period
of 90 days
€0.01 Share price to equal or
exceed £6.00 per
share for a
continuous period
of 90 days

Number
vested by
31 December
2014

30 May 2014

Nil

30 May 2014

Nil

30 May 2014

Nil

30 May 2014

Nil

These awards have been granted as a contingent cash-based award and have nor right to acquire shares in the Company.

SUBSIDIARY UNDERTAKINGS

GVC acts as the holding company of the GVC Group and, on Completion, will become the holding company
of the Enlarged Group. The principal activity of the GVC Group during the year ended 31 December 2014
was the provision of online gaming and sports betting services.

AI 7.1
AI 7.2
AI 25
ESMA 160(a) – (c)

The principal and significant subsidiary undertakings and associated undertakings of the Company and
bwin.party that the Company considers are, on Admission, likely to have a significant effect on the
assessment of the Enlarged Group’s assets and liabilities, financial position or profits and losses are listed
below. Unless otherwise stated to the contrary, all are wholly-owned, directly or indirectly.
4.1

Principal and significant subsidiary undertakings and associated undertakings of GVC
Name

Country of
incorporation

Business activity

GVC Services B.V.
Bluebell B.V.
Martingale Malta 2 Limited
GVC Administration Services Limited
Interactive Sports (C.I.) Limited
Sporting Odds Limited
Headlong Limited
Scandic Bookmakers Limited
Green Sand Limited
Luther Properties B.V.
Gomifer S.A.
Fort Anne Limited
MLB Limited

Curaçao
Curaçao
Malta
England and Wales
Alderney
England and Wales
Malta
Malta
Antigua & Barbuda
Curaçao
Uruguay
Republic of Ireland
Republic of Ireland

Administration company
Owner of the Betboo brand
Licensed operator
Administration company
Licensed operator
Licensed operator
Licensed operator
Licensed operator
Owner of Sportingbet brand
Owner of CasinoClub brand
Administration company
Administration company
Administration company
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4.2

Principal and significant subsidiary undertakings and associated undertakings of bwin.party
Name
Alancia Limited
Bellingrath Limited
BES S.A.S.
bwin European Markets
Holdings S.P.A.
bwin Interactive Marketing
Espana S.L.
bwin Italia S.r.l.
bwin.party entertainment Limited
bwin.party entertainment (NJ) LLC
bwin.party holdings Limited
bwin.party management (Gibraltar)
Limited
bwin.party marketing (Gibraltar) Limited
bwin.party marketing (UK) Limited
bwin.party services (Austria) GmbH
bwin.party services (Bulgaria) EOOD
bwin.party services (Malta) Limited
bwin.party (USA) Inc.
Cashcade Limited
Dominion Entertainment Limited
Dominion Services GmbH
ElectraGames Limited
ElectraWorks (Alderney) Limited
ElectraWorks (Espana) Plc
ElectraWorks (France) Ltd
ElectraWorks (Kiel) Limited
ElectraWorks Limited
EZE International Limited
Herotech Limited
Independent Technology Ventures
Limited
InterTrader Limited
ITV Holdings Limited
IVY BPO Services Private Limited
IVY Comptech Private Limited
IVY Software Development Services
Limited
Kaiane Services Limited
Kalixa Accept Limited
Kalixa Group Limited
Kalixa Operations GmbH
Kalixa Pay Limited
Kalixa Payments Group Limited
Kalixa USA Inc
Leodata Limited
Party Interventures Limited
PartyGaming IA Limited
Paytech International Limited
PB (Italia) S.r.l.

Country of
incorporation

Business activity

Cyprus
Cyprus
France

Intermediate holding company
Intermediate holding company
Online gaming

Italy

Intermediate holding company

Spain
Italy
Gibraltar
US
Gibraltar

Marketing support services
Online gaming
B2B services
Online gaming
Intermediate holding company

Gibraltar
Gibraltar
United Kingdom
Austria
Bulgaria
Malta
US
United Kingdom
Malta
Austria
Gibraltar
Channel Islands
Malta
Malta
Malta
Gibraltar
Gibraltar
United Kingdom

Management and IT services
Marketing services
Marketing support services
IT, customer support and
marketing support services
IT and customer support services
B2B services
B2B services
Marketing services
Online gaming
Marketing support services
IT services
IT services
Online gaming
Online gaming
Online gaming
Online gaming
Transaction services
Marketing services

British Virgin Islands
Gibraltar
British Virgin Islands
India
India

Online gaming and IT services
Financial services
Intermediate holding company
Administration services
IT and customer support services

India
Malta
United Kingdom
Gibraltar
Austria
United Kingdom
United Kingdom
US
Gibraltar
Gibraltar
Bermuda
Gibraltar
Italy

IT and customer support services
IT services
Transaction services
Intermediate holding company
Transaction support services
Transaction services
Transaction services
Transaction services
IT services
Transaction services
Intangible asset management
Transaction services
Online gaming
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Name
PGB Limited
PKR Services Limited
PXP Solutions Limited
TC Invest GmbH
Websports Entertainment Marketing
Services GmbH
WIN Interactive LLC

Country of
incorporation

Business activity

Gibraltar
Gibraltar
United Kingdom
Austria

Customer services
Transaction services
Transaction services
Intermediate holding company

Austria
Ukraine

Marketing support services
IT services

The bwin.party Group has ongoing interests in the following operations that are classified as
associates or joint ventures:

5.

Name

Country of incorporation

bwin e.k.
Circulo Payment Limited

Germany
United Kingdom

MEMORANDUM AND ARTICLES OF ASSOCIATION

Set out below is a summary of GVC’s memorandum of association and the GVC Articles as at the date of
this document. Persons seeking a detailed explanation of any provisions of Isle of Man law or the differences
between it and the laws of England and Wales or any jurisdiction with which they may be more familiar are
recommended to seek legal advice.
5.1

GVC’s Memorandum of Association

AI 21.2.1

GVC has, subject to the 2006 Act, the capacity and the rights, powers and privileges of an individual.
Furthermore, the memorandum of association of GVC does not restrict the purposes of GVC nor does
it restrict the exercise of the rights, powers and privileges of GVC.
By amendment of the memorandum of association on 29 March 2010, an addition was made to state
that neither GVC’s memorandum of association nor the GVC Articles may be amended except
pursuant to a resolution approved by a majority of not less than three fourths of such members as,
being entitled so to do, vote in person or by proxy at the general meeting at which such resolution is
proposed.
5.2

The GVC Articles of Association

AIII 4.5

The following is a summary of the principal provisions of the GVC Articles:
(a)

Capital structures
Unless GVC by resolution otherwise directs, the amount of share capital of GVC available for
issue is €800,000 divided into 80,000,000 GVC Shares of €0.01 each.

(b)

(c)

Summary of rights attaching to the GVC Shares

AI 21.2.3

Subject to the provisions of the 2006 Act, each GVC Share shall confer upon each GVC
Shareholder the right, inter alia, to receive notice of, attend and vote at every Annual General
Meeting and Extraordinary General Meeting of GVC, to participate, pari passu, in every
dividend or distribution of GVC and to participate, pari passu, in the distribution of surplus
assets of GVC remaining after the payment of all creditors in the winding up of GVC.

ESMA 155

Variation of rights

AI 21.2.3

Subject to the provisions of the 2006 Act, if at any time the share capital of GVC is divided
into shares of different classes, any of the rights for the time being attached to any share or class
of shares in GVC (and notwithstanding that GVC may be or be about to be in liquidation) may
(unless otherwise provided by the terms of issue of the shares of that class) be varied or
abrogated in such manner (if any) as may be provided by such rights or, in the absence of any

AI 21.2.4
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ESMA 155

such provision, either with the consent in writing of the holders of not less than three quarters
in par value of the issued shares of the class or with the sanction of a special resolution passed
at a separate general meeting of the holders of shares of the class duly convened and held as
provided in the GVC Articles.
This paragraph shall also apply to the variation or abrogation of the special rights attached to
some only of the shares of any class as if each group of shares of the class differently treated
formed a separate class the separate rights of which are to be varied. Subject to the terms of
issue or the rights attached to any shares, the rights or privileges attached to any class of shares
shall be deemed not to be varied or abrogated by the GVC Board resolving that a class of shares
is to become or cease to be a share or class of shares or a renounceable right of allotment or a
share, title to which is permitted to be transferred by means of a relevant system in accordance
with the Regulations.
(d)

Alteration of capital

AI 21.2.8

The provisions of the GVC Articles in respect of the alteration of share capital are more
stringent than those required by the 2006 Act. Whereas under the 2006 Act the following action
may be taken by resolution of the GVC Board, in accordance with the GVC Articles, to the
extent that the shares in the capital of GVC comprise shares with a par value, GVC in general
meeting may from time to time by ordinary resolution:
(i)

increase its share capital by such sum to be divided into shares of such amount as the
resolution prescribes;

(ii)

consolidate and/or divide, re-designate or redenominate or convert all or any of its share
capital into shares of larger or smaller par value, into shares having a purchase price of
another currency or into different classes of shares than its existing shares; and

(iii)

sub-divide its shares or any of them into shares of smaller par value and may by such
resolution determine that as between the shares resulting from such sub-division, one or
more of the shares may, as compared with the others, have any such preferred, deferred
or other special rights or be subject to any such restrictions as GVC has power to attach
to unissued or new shares but so that the proportion between the amount paid up and the
amount (if any) not paid up on each reduced share shall be the same as it was in the case
of the share from which the reduced share is derived.

Subject to compliance with the solvency test (as defined in section 49 of the 2006 Act) and to
any rights for the time being attached to any shares, GVC may by special resolution reduce its
paid up share capital. This is again a more onerous requirement than that required by the 2006
Act, which authorises a company to reduce its share capital pursuant to a resolution of the GVC
Board, provided the GVC Board is satisfied that, immediately after such reduction in share
capital, GVC would satisfy the same solvency test.
(e)

Issue of GVC Shares
Subject to the provisions of the GVC Articles summarised in paragraph 5.2(f), and subject to
any resolution of GVC, all unissued shares in GVC shall be at the disposal of the GVC Board
and the GVC Board may allot, grant options over or otherwise deal with or dispose of them to
such persons, at such times and on such terms as it may decide.

(f)

Pre-emption rights

AI 21.2.3

There are no statutory pre-emption rights under Isle of Man law which have automatic
application. Such rights are therefore embodied in the GVC Articles as follows.

AIII 4.5
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AIII 5.3.3

Subject as indicated in the paragraph below, and unless GVC shall by special resolution
otherwise direct, unissued shares in the capital of GVC shall only be allotted for cash in
accordance with the following provisions:
(i)

all shares to be allotted (the “offer shares”) shall first be offered to the members of GVC
to whom the GVC Directors determine such shares can be offered without
GVC incurring securities offering compliance costs which, in the opinion of the GVC
Directors, would be burdensome given the number of members in the relevant
jurisdiction in relation to which such compliance costs would be incurred (the “relevant
members”);

(ii)

the offer to relevant members set out in sub-paragraph (i) above (the “offer”) shall be
made in proportion to the existing holdings of shares of relevant members;

(iii)

the offer shall be made by written notice (the “offer notice”) from the GVC Directors
specifying the number and price of the offer shares and shall invite each relevant
member to state in writing within a period, not being less than fourteen days, whether
they are willing to accept any offer shares and, if so, the maximum number of offer
shares they are willing to take;

(iv)

at the expiration of the time specified for acceptance in the offer notice the GVC
Directors shall allocate the offer shares to or amongst the relevant members who shall
have notified to the GVC Directors their willingness to take any of the offer shares but
so that no relevant member shall be obliged to take more than the maximum number of
shares notified by him under sub-paragraph (iii) above; and

(v)

if any offer shares remain unallocated after the offer, the GVC Directors shall be entitled
to allot, grant options over or otherwise dispose of those shares to such persons on such
terms and in such manner as they think fit save that those shares shall not be disposed
of on terms which are more favourable to their subscribers than the terms on which they
were offered to the relevant members.

The pre-emption rights described above shall not apply to the allotment of any shares for a
consideration other than cash or in connection with an employees’ share scheme (as defined in
the GVC Articles), and, accordingly, the GVC Directors may allot or otherwise dispose of any
unissued shares in the capital of GVC for a consideration other than cash to such persons at
such times and generally on such terms as they may think fit.
A reference in the foregoing paragraphs to the allotment of any shares includes the grant of a
right to subscribe for, or to convert any securities into, shares but such reference does not
include the allotment of any relevant shares pursuant to such a right and without prejudice to
the foregoing the above shall not apply to the allotment of any shares pursuant to a right to such
allotment granted to the first working day following Admission.
(g)

Voting rights
Subject to any special terms as to voting on which any shares may have been issued or may for
the time being be held and to any suspension or abrogation of voting rights pursuant to the
GVC Articles, at any general meeting every member who (being an individual) is present in
person and every member who (being a corporation) is present by duly authorised corporate
representative shall on a show of hands have one vote. On a poll every member who (being an
individual) is present in person or by proxy and every member who (being a corporation) is
present by duly authorised corporate representative or by proxy shall have one vote for each
share of which he is the holder.
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AI 21.2.3
AIII 4.5
ESMA 155(b)

(h)

Dividends
Subject to the provisions of the GVC Articles GVC may, subject to the satisfaction of the
solvency test (as defined in section 49 of the 2006 Act), by resolution declare that out of profits
available for distribution in accordance with Isle of Man law dividends be paid to members
according to their respective rights and interests in the profits of GVC available for distribution.
However, no dividend shall exceed the amount recommended by the GVC Board.
Notwithstanding the foregoing, the GVC Board may (subject to satisfaction of the solvency
test) declare and pay such interim dividends as appear to be justified by the profits and financial
position of GVC. If at any time the share capital of GVC is divided into different classes, the
GVC Board may pay such interim dividends on shares which rank after shares conferring
preferential rights with regard to dividend as well as on shares conferring preferential rights
unless at the time of payment an preferential dividend is in arrears. Provided that the GVC
Board acts in good faith it shall not incur any liability to the holders of shares conferring
preferential rights for any loss that they may suffer in consequence of the declaration or by the
lawful payment of any interim dividend on any shares ranking after those with preferential
rights.
All dividends and interest shall be paid (subject to any lien on GVC) to those GVC
Shareholders whose names appear on the register of shareholders of GVC at the date at which
such dividend shall be declared or at the date at which such interest shall be payable
respectively, or at such other date as GVC, by resolution of the GVC Board, may determine,
notwithstanding any subsequent transfer or transmission of GVC Shares.
The GVC Board may, at its discretion, make provisions to enable such member as the GVC
Board shall from time to time determine to receive dividends duly declared in a currency or
currencies other than Euro. For the purposes of the calculation of the amount receivable in
respect of any dividend, the rate of exchange to be used to determine the foreign currency
equivalent of any sum payable as a dividend shall be such market rate selected by the GVC
Board as it shall consider appropriate at the close of business in London on the date which is
the Business Day last preceding:
(i)

in the case of a dividend to be declared by GVC in general meeting, the date on which
the GVC Board publicly announces its intention to recommend that specific dividend;
and

(ii)

in the case of any other dividend, the date on which the GVC Board publicly announces
its intention to pay that specific dividend, provided that where the GVC Board considers
the circumstances to be appropriate it shall determine such foreign currency equivalent
by reference to such market rate or rates or the mean of such market rates prevailing at
such time or times or on such other date or dates, in each case falling before the time of
the relevant announcement, as the GVC Board may select.

GVC may make, or procure the making of, any payment in respect of a GVC Shareholder’s
uncertificated shares through CREST in accordance with any authority given to GVC to do so
(whether in writing, through CREST or otherwise) by or on behalf of the GVC Shareholder in
a form satisfactory to the GVC Board. The making of such payment in accordance with such
authority shall be a good discharge to GVC.
If cheques, warrants or orders for dividends or other sums payable in respect of an GVC Share
sent by GVC to the person entitled thereto by post are returned to GVC undelivered or left
uncashed on two consecutive occasions or, following one occasion, reasonable enquiries have
failed to establish any new address to be used for the purpose, GVC shall not be obliged to send
any further dividends or other moneys payable in respect of that GVC Share due to that person
until he notifies GVC of an address to be used for the purpose.
All dividends, interest or other sum payable and unclaimed for 12 months after having become
payable may be invested or otherwise made use of by the GVC Board for the benefit of GVC
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AI 20.7
AIII 4.5
ESMA 155(a)
ESMA 155(c)

until claimed and GVC shall not be constituted as a trustee in respect thereof. All dividends
unclaimed for a period of six years after having become due for payment shall (if the GVC
Board so resolves) be forfeited and revert to GVC.
(i)

Transfer of shares

AI 21.2.6

Each member may transfer all or any of his shares in the case of certificated shares by
instrument of transfer in writing in any usual form or in any form approved by the GVC Board
or in the case of uncertificated shares without a written instrument in accordance with the
Regulations. Any written instrument shall contain the business or residential address of the
transferee and be executed by or on behalf of the transferor and (in the case of a transfer of a
share which is not fully paid up) by or on behalf of the transferee. The transferor shall be
deemed to remain the holder of such share until the name of the transferee is entered in GVC’s
register of members as the holder of the share.

AIII 4.8

No transfer of any share shall be made:
(i)

to a minor; or

(ii)

to a bankrupt; or

(iii)

to any person who is, or may be, suffering from mental disorder and either:
(A)

has been admitted to hospital in pursuance of an application for admission for
treatment under the Mental Health Act 1983 (an Act of Parliament in the United
Kingdom) or any similar statute relating to mental health (whether in the United
Kingdom, the Isle of Man or elsewhere); or

(B)

an order has been made by any court having jurisdiction (whether in the United
Kingdom, the Isle of Man or elsewhere) in matters concerning mental disorder for
his detention or for the appointment of a receiver, curator bonis or other person
to exercise powers with respect to his property or affairs,

and the GVC Directors shall refuse to register the purported transfer of a share to any such
person.
The GVC Board may in its absolute discretion and without giving any reason refuse to register
any transfer of a certificated share unless:
(i)

it is in respect of a share which is fully paid up;

(ii)

it is in respect of a share on which GVC has no lien;

(iii)

it is in respect of only one class of shares;

(iv)

it is in favour of a single transferee or not more than four joint transferees;

(v)

it is duly stamped (if so required);

(vi)

it is delivered for registration to the registered agent of GVC, or such other person as the
GVC Board may from time to time appoint, accompanied (except in the case of a
transfer where a certificate has not been required to be issued) by the certificate for the
shares to which it relates and such other evidence as the GVC Board may reasonably
require to prove the title of the transferor and the due execution by him of the transfer
or if the transfer is executed by some other person on his behalf, the authority of that
person to do so; and

(vii) the holding of such share would not result in a regulatory, pecuniary, legal, taxation or
material administrative disadvantage to GVC or the GVC Shareholders as a whole
including, but not limited to, where such a disadvantage would arise out of the transfer
of any share to a Prohibited Person (as defined in paragraph 5.2(j)).
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provided that where any such share is traded on AIM such discretion may not be exercised in
such a way as to prevent dealings in the shares from taking place on an open and proper basis.
Notwithstanding the foregoing, the GVC Board shall have the right to refuse (and cause GVC
to refuse) to register any transfer of shares which is in favour of a Prohibited Person (as defined
in paragraph 5.2(j)).
The registration of transfers of shares or of any class of shares may be suspended at such times
and for such periods (not exceeding thirty days in any year) as the GVC Board in its absolute
discretion may from time to time determine (subject to the Regulations in the case of any shares
of a class which is a Participating Security (as defined below)). Notice of closure of the register
of members of GVC shall be given in accordance with the requirements of the 2006 Act.
The GVC Board shall register a transfer of title to any uncertificated share or the renunciation
or transfer of any renounceable right of allotment of a share which is a share or class of shares
or a renounceable right of allotment of a share (“Participating Security”), title to which is
permitted to be transferred by means of a relevant uncertificated system in accordance with the
Regulations, held in uncertificated form in accordance with the Regulations, except that the
GVC Board may refuse (subject to any relevant requirements applicable to the recognised
investment exchange(s) to which the shares of GVC are admitted) to register any such transfer
or renunciation which is in favour of more than four persons jointly or in any other
circumstance permitted by the Regulations.
(j)

Compulsory transfer of shares

AI 21.2.6

(i)

If it shall come to the notice of the GVC Board that any GVC Shares are or may be
owned or held directly or beneficially by any person in breach of any law or requirement
of any country or by virtue of which such person is not qualified to own those shares
and, in the sole and conclusive determination of the GVC Board, such ownership or
holding or continued ownership or holding of those GVC Shares (whether on its own or
in conjunction with any other circumstance appearing to the GVC Board to be relevant)
would in the reasonable opinion of the GVC Board, cause a pecuniary or tax
disadvantage to GVC or any other holder of GVC Shares or other securities of GVC
which it or they might not otherwise have suffered or incurred (collectively, a
“Prohibited Person”) the GVC Board may serve written notice (hereinafter called
a “Transfer Notice”) upon the person (or any one of such persons whose GVC Shares
are registered in joint names) appearing in the register as the holder (the “Vendor”) of
any of the shares concerned (the “Relevant Shares”) requiring the Vendor within ten
days (or such extended time as in all the circumstances the GVC Board consider
reasonable) to transfer (and/or procure the disposal of interests in) the Relevant Shares
to another person who, in the sole and conclusive determination of the GVC Board, is
not a Prohibited Person (such a person being hereinafter called an “Eligible
Transferee”). On and after the date of such Transfer Notice, and until registration of a
transfer of the Relevant Shares to which it relates pursuant to the provisions referred to
in the paragraph below, the rights and privileges attaching to the Relevant Shares will be
suspended and not capable of exercise.

(ii)

If within ten days after the giving of a Transfer Notice (or such extended time as in the
circumstances the GVC Board consider reasonable) the Transfer Notice has not been
complied with to the satisfaction of the GVC Board, GVC may sell the Relevant Shares
on behalf of the holder thereof by instructing a London Stock Exchange member firm to
sell them at the best price reasonably obtainable at the time of sale to any one or more
Eligible Transferees. To give effect to a sale the GVC Board may authorise in writing
any officer or employee of GVC to transfer the Relevant Shares on behalf of the holder
thereof (or any person who is automatically entitled to the shares by transmission or by
law) or to cause the transfer of the Relevant Shares to the purchaser and in relation to an
uncertificated share may require Euroclear to convert the share into certificated form and
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an instrument of transfer executed by that person shall be as effective as if it had been
executed by the holder of, or the person entitled by transmission to, the Relevant Shares.
The Eligible Transferee is not bound to see to the application of the purchase money and
the title of the Eligible Transferee is not affected by any irregularity in or invalidity of
the proceedings connected to the sale. The net proceeds of the sale of the Relevant
Shares, after payment of GVC’s costs of the sale, shall be paid by GVC to the Vendor
or, if reasonable enquiries have failed to establish the location of the Vendor, into a trust
account at a bank designated by GVC, the associated costs of which shall be borne by
such trust account. GVC may register or cause the registration of the Eligible Transferee
as holder of the Relevant Shares and thereupon the Eligible Transferee shall become
absolutely entitled thereto.
(iii)

A person who becomes aware that he is, or is likely to be, a Prohibited Person, shall
forthwith, unless he has already received a Transfer Notice pursuant to the above
provisions either transfer the shares to one or more Eligible Transferees or give a request
in writing to the GVC Board for the issue of a Transfer Notice in accordance with the
above provisions. Every such request shall, in the case of certificated shares, be
accompanied by the certificate(s) for the GVC Shares to which it relates.

(iv)

Subject to the provisions of the GVC Articles, the GVC Board shall, unless any GVC
Director has reason to believe otherwise, be entitled to assume without enquiry that none
of the GVC Shares are held in such a way as to entitle the GVC Board to serve a Transfer
Notice in respect thereof. The GVC Board may, however, at any time and from time to
time call upon any holder (or any one of joint holders or a person who is automatically
entitled to the GVC Shares by transmission or by law) of GVC Shares by notice in
writing to provide such information and evidence as it requires upon any matter
connected with or in relation to such holders of GVC Shares. In the event of such
information and evidence not being so provided within such reasonable period (not
being less than ten clear days after service of the notice requiring the same) as may be
specified by the GVC Board in the said notice, it may, in its absolute discretion, treat
any GVC Share held by such a holder or joint holders or person who is automatically
entitled to the GVC Shares by transmission or by law as being held in such a way as to
entitle them to serve a Transfer Notice in respect thereof.

(v)

The GVC Board will not be required to give any reasons for any decision, determination
or declaration taken or made in accordance with these provisions and such actions by
the GVC Board shall be conclusive and binding on all persons concerned and shall not
be open to challenge. The exercise of the powers conferred by the provisions referred to
in this paragraph 5.2(j) may not be questioned or invalidated in any case on the grounds
that there was insufficient evidence of direct or indirect beneficial ownership or holding
of GVC Shares by any person or that the true direct or beneficial owner or holder of any
GVC Shares was otherwise than as appeared to the GVC Board at the relevant date
provided that the said powers have been exercised in good faith.

Neither GVC nor the GVC Board shall be liable to indemnify, reimburse or compensate any
member in respect of any cost, liability or expense (including, without limitation, any taxes or
duties imposed, paid or suffered under the laws of the United Kingdom, the Isle of Man or any
other jurisdiction) arising from or by reference to any sale or forfeiture of any GVC Shares as
described in this paragraph 5.2(j).
(k)

GVC Directors

AI 21.2.2

At every annual general meeting one third of the GVC Directors who are subject to retirement
by rotation or, if their number is not three or a multiple of three, the number nearest to but not
exceeding one third shall retire from office by rotation provided that if there is only one GVC
Director who is subject to retirement by rotation, he shall retire.
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(l)

GVC Directors’ interests

AI 21.2.2

A GVC Director who to his knowledge is in any way (directly or indirectly) interested in any
contract, arrangement, transaction or proposal with GVC shall declare the nature of his interest
at the meeting of the GVC Board at which the question of entering into the contract,
arrangement, transaction or proposal is first considered if he knows his interest then exists or,
in any other case, at the first meeting of the GVC Board after he knows that he is or has become
so interested.
Save as provided below, a GVC Director shall not vote on or be counted in the quorum in
relation to any resolution of the GVC Board or of a committee of the GVC Board concerning
any contract, arrangement, transaction or any proposal whatsoever to which GVC is or is to be
a party and in which (together with any interest of any person connected with him within the
meaning of section 252 to 255 of the UK Companies Act) he has (directly or indirectly) an
interest which is material (other than by virtue of his interests in shares or debentures or other
securities of, or otherwise in or through GVC) or a duty which conflicts with the interests of
GVC unless his duty or interest arises only because the resolution relates to one of the matters
set out in the following sub-paragraphs in which case he shall be entitled to vote and be counted
in the quorum:
(i)

the giving to him of any guarantee, security or indemnity in respect of money lent or
obligations incurred by him at the request of or for the benefit of GVC or any of its
subsidiaries;

(ii)

the giving to a third party of any guarantee, security or indemnity in respect of a debt or
obligation of GVC or any of its subsidiaries for which he himself has assumed
responsibility in whole or in part either alone or jointly with others, under a guarantee
or indemnity or by the giving of security;

(iii)

where GVC or any of its subsidiaries is offering securities in which offer the GVC
Director is or may be entitled to participate as a holder of securities or in the
underwriting or sub-underwriting of which the GVC Director is to participate;

(iv)

relating to another company in which he and any persons connected with him (within
the meaning of sections 252 to 255 of the UK Companies Act) do not to his knowledge
hold an interest in shares (as that term is used in sections 820 to 825 of the UK
Companies Act) representing 1 per cent. or more of either any class of the equity share
capital, or the voting rights, in such company;

(v)

relating to an arrangement for the benefit of the employees of GVC or any of its
subsidiaries which does not award him any privilege or benefit not generally awarded to
the employees to whom such arrangement relates; or

(vi)

concerning insurance which GVC proposes to maintain or purchase for the benefit of
GVC Directors or for the benefit of persons including GVC Directors.

An interest of a person who is, for any purpose of the UK Companies Act (excluding any such
modification thereof not in force when the GVC Articles became binding on GVC), connected
with a GVC Director shall be treated as an interest of the GVC Director and, in relation to an
alternate GVC Director, an interest of his appointor shall be treated as an interest of the
alternate GVC Director without prejudice to any interest which the alternate GVC Director
otherwise has.
A GVC Director shall not vote or be counted in the quorum on any resolution of the GVC
Board or committee of the GVC Board concerning his own appointment (including fixing or
varying the terms of his appointment or its termination) as the holder of any office or place of
profit with GVC or any company in which GVC is interested. Where proposals are under
consideration concerning the appointment (including fixing or varying the terms of
appointment or termination) of two or more GVC Directors to offices or places of profit with
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GVC or any company in which GVC is interested, such proposals may be divided and a
separate resolution considered in relation to each GVC Director. In such case, each of the GVC
Directors concerned (if not otherwise debarred from voting under the GVC Articles) shall be
entitled to vote (and be counted in the quorum) in respect of each resolution except that
concerning his own appointment.
The GVC Directors (other than alternate directors) shall be entitled to receive by way of fees
for their services as directors such sum as the GVC Board may from time to time determine
(not exceeding in aggregate six hundred thousand pounds £600,000 per annum or such other
sum as GVC in general meeting shall from time to time determine by resolution). Such sum
(unless otherwise directed by the resolution of GVC by which it is voted) shall be divided
among the GVC Directors in such proportions and in such manner as the GVC Board may
determine or in default of such determination, equally (except that in such event any GVC
Director holding office for less than the whole of the relevant period in respect of which the
fees are paid shall only rank in such division in proportion to the time during such period for
which he holds office). Any fees payable pursuant to the GVC Articles shall be distinct from
any salary, remuneration or other amounts payable to a GVC Director pursuant to any other
provisions of the GVC Articles and shall accrue from day to day. Each GVC Director is entitled
to be repaid all reasonable travelling, hotel and other expenses properly incurred by him in the
performance of his duties as a GVC Director, including any expenses incurred in attending
meetings of the GVC Board or any committee of the GVC Board or general meetings or
separate meetings of the holders of any class of shares or of debentures of GVC. A GVC
Executive Director may be paid money in addition to any fee payable to him for his services as
a GVC Director.
Subject to the 2006 Act, GVC may indemnify every GVC Director, GVC alternate Director or
other officer of GVC (other than an auditor) to the fullest extent permitted by law.
(m)

Disclosure of interests

AI 21.2.2

GVC Shareholders are required under the AIM Rules (being the rules form time to time of
AIM, a market operated by the London Stock Exchange) for Companies to notify GVC of
substantial interests in GVC’s voting shares. As an Isle of Man incorporated company, GVC
and the GVC Shareholders are not required by statutory law to comply with all of the
notification requirements of the DTR published by the UK Listing Authority. However GVC is
required by the AIM Rules for Companies to use all reasonable endeavours to comply with the
notification of the requirements of DTR 5.3.1 which extends the disclosure requirements to
include certain financial instruments which entitle the holder to acquire voting shares or have
similar economic effect. This obligation is set out at Article 75.1 of the GVC Articles.

AI 21.2.7

Every person who to his knowledge becomes interested, or becomes aware that he is or has
become interested, in 3 per cent. or more of the shares for the time being in issue of any
relevant class of shares of GVC, shall be under an obligation to give to GVC notice in writing
of that fact, specifying the following information:
(i)

the number of shares of the relevant class in which he was to his knowledge interested
immediately after the obligation arose and the percentage of voting rights in GVC held
through those GVC Shares (and/or any other direct or indirect holding of Relevant
Financial Instruments (meaning a financial instrument relating to GVC’s securities in
respect of which disclosure would be required under DTR 5.3.1 if GVC were
incorporated in England) in such shares);

(ii)

the chain of controlled undertakings through which voting rights are effectively held, if
applicable;

(iii)

the date on which the threshold was reached or crossed;
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(iv)

the identity and address of each registered holder of such GVC Shares and of any person
entitled to exercise voting rights on behalf of that holder; and

(v)

in respect of any notification of voting rights arising from the holding of Relevant
Financial Instruments, the following shall be required:
(A)

the resulting situation in terms of voting rights;

(B)

if applicable, the chain of controlled undertakings through which financial
instruments are effectively held;

(C)

the date on which the threshold was reached or crossed;

(D)

for instruments with an exercise period, an indication of that date or time period
where shares will or can be acquired, if applicable;

(E)

date of maturity or expiration of the instrument; and

(F)

the identity of the holder,

(collectively, the “Relevant Information”).
Every person who, at any time after the date on which GVC Article 75 comes into force ceases
to be interested, or becomes aware that he has ceased to be interested, in 3 per cent. or more of
the shares for the time being in issue of any relevant class of shares of GVC, shall be under an
obligation to give to GVC notice in writing of that fact, specifying the Relevant Information.
Where:
(vi)

a person is, to his knowledge, interested in 3 per cent. or more of the shares for the time
being in issue of any relevant class of shares of GVC; and

(vii) there occurs, to his knowledge, or he becomes aware that there has occurred, an integer
change in his percentage interest in the shares of that class for the time being in issue;
that person shall be under an obligation to give to GVC notice in writing of the change,
specifying the Relevant Information.
An obligation to give a notice to GVC under the above provisions shall be fulfilled without
delay and in any event before the end of the second working day after the day on which it
arises.
The GVC Directors shall keep a register (the “Register of Substantial Interests”) and shall
procure that, whenever GVC receives information from a person in consequence of the
fulfilment of an obligation imposed on him by that article, that information is within three
working days thereafter inscribed in the Register of Substantial Interests against that person’s
name, together with the date of the inscription.
(n)

Suspension of rights
The GVC Board may at any time serve a notice (“Information Notice”) upon a member
requiring the member to disclose to it in writing within such period (being no less than ten days
and not more than thirty days from the date of despatch) as may be specified in the notice,
information relating to any beneficial interest of any third party or any other interest of any kind
whatsoever which a third party may have in relation to any or all GVC Shares registered in the
member’s name. If a member has been issued with an Information Notice and has failed in
relation to any GVC Shares the subject of the Information Notice (“notice shares”) to furnish
any information required by such notice within the time period specified therein, then the GVC
Board may at any time following fourteen days from the expiry of the date on which the
information required to be furnished pursuant to the relevant Information Notice is due to be
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received by the GVC Board, serve on the relevant holder a notice (in this paragraph called a
“disenfranchisement notice”) whereupon the following sanctions shall apply:
(i)

Voting
The member shall not, with effect from the service of the disenfranchisement notice, be
entitled in respect of the notice shares to attend or to vote (either in person or by
representative or proxy) at any general meeting of GVC or at any separate meeting of
the holders of any class of shares of GVC or on any poll or to exercise any other right
conferred by membership in relation to any such meeting or poll.

(ii)

Dividends and transfers
Where the notice shares represent at least 0.25 per cent. in par value of their class:

(o)

(A)

any dividend or other money payable in respect of the notice shares shall be
withheld by GVC, which shall not have any obligation to pay interest on it and
the member shall not be entitled to elect pursuant to the GVC Articles to receive
shares instead of that dividend; and

(B)

subject in the case of uncertificated shares to the Regulations, no transfer, other
than an approved transfer, or any notice shares held by the member shall be
registered unless the member is not himself in default as regards supplying the
information required pursuant to the relevant Information Notice and the member
proves to the satisfaction of the GVC Board that no person in default as regards
supplying such information is interested in any of the GVC Shares which are the
subject of the transfer.

Borrowing powers
Subject to the other provisions of the GVC Articles and to the 2006 Act, the GVC Directors
may exercise all the powers of GVC to borrow money, to guarantee, to indemnify and to
mortgage or charge its undertaking, property, assets (present and future) and uncalled capital
or any part or parts thereof and to issue debentures and other securities, whether outright or as
collateral security for any debt, liability or obligation of GVC or of any third party.

(p)

General meetings

AI 21.2.5

The GVC Board shall convene in each year a general meeting of the members of GVC called
the annual general meeting; any annual general meeting shall be held at such time and place as
the GVC Board may determine. Notwithstanding the foregoing, the first annual general
meeting of GVC was held in 2011.
All general meetings, other than annual general meetings, shall be called extraordinary general
meetings.
The GVC Board may convene any extraordinary general meeting whenever it thinks fit. At any
meeting convened on such requisition (or any meeting requisitioned pursuant to section 67(2)
of the 2006 Act) no business shall be transacted except that stated by the requisition or
proposed by the GVC Board. If there are not sufficient members of the GVC Board to convene
a general meeting, any GVC Director or any member of GVC may call a general meeting.
Any annual general meeting and any extraordinary general meeting convened for the passing
of a special resolution or a resolution appointing a person as a GVC Director shall be convened
by not less than twenty-one clear days’ notice in writing. Other extraordinary general meetings
shall be convened by not less than fourteen clear days’ notice in writing. Notwithstanding that
a meeting is convened by shorter notice than that specified in the GVC Articles, it shall be
deemed to have been properly convened if it is so agreed by all the members entitled to attend
and vote at the meeting.
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No business shall be transacted at any general meeting unless a quorum is present when the
meeting proceeds to business but the absence of a quorum shall not preclude the choice or
appointment of a chairman which shall not be treated as part of the business of the meeting.
Subject to the provisions of the GVC Articles, two persons entitled to attend and to vote on the
business to be transacted, each being a member present in person or a proxy for a member or
a duly authorised representative of a corporation which is a member, or one person entitled to
attend and to vote on the business to be transacted, being a member holding not less than
one-tenth of the issued share capital of GVC and being present in person or by proxy, shall be
a quorum. (The provisions of section 67(4) of the 2006 Act, which permit members to attend
by electronic means or telephone, are excluded.) If within fifteen minutes (or such longer
interval not exceeding one hour as the chairman in his absolute discretion thinks fit) from the
time appointed for the holding of a general meeting a quorum is not present, or if during a
meeting such a quorum ceases to be present, the meeting, if convened on the requisition of
members, shall be dissolved. In any other case, the meeting shall stand adjourned to later on
the same day, to the same day in the next week at the same time and place, or to such other day
and at such time and place as the chairman (or, in default, the GVC Board) may determine,
being not less than fourteen nor more than twenty-eight days thereafter. If at such adjourned
meeting a quorum is not present within fifteen minutes from the time appointed for holding the
meeting one member present in person or by proxy or (being a corporation) by a duly
authorised representative shall be a quorum. If no such quorum is present or, if during the
adjourned meeting a quorum ceases to be present, the adjourned meeting shall be dissolved.
GVC shall give at least seven clear days’ notice of any meeting adjourned through lack of
quorum (where such meeting is adjourned to a day being not less than fourteen nor more than
twenty-eight days thereafter).
(q)

Winding up
If GVC is wound up, the surplus assets remaining after payment of all creditors are to be
divided among the members in proportion to the capital which at the commencement of the
winding up is paid up on the GVC Shares held by them respectively and, if such surplus assets
are insufficient to repay the whole of the paid up capital, they are to be distributed so that as
nearly as may be the losses are borne by the members in proportion to the capital paid up at the
commencement of the winding up on the GVC Shares held by them respectively, subject to the
rights attached to any GVC Shares which may be issued on special terms or conditions.
If GVC is wound up, the liquidator may, with the sanction of a special resolution of GVC and
any other sanction required by law, divide among the members in specie the whole or any part
of the assets of GVC and may for that purpose value any assets and determine how the division
shall be carried out as between the members or different classes of members. Any such
division may be otherwise than in accordance with the existing rights of the members but if any
division is resolved otherwise than in accordance with such rights the members shall have the
same right of dissent and consequential rights as if such resolution were a special resolution
passed pursuant to section 222 of the Isle of Man Companies Act 1931 (which provision
applies to GVC (with statutory modification) pursuant to the 2006 Act). The liquidator may
with the like sanction vest the whole or any part of the assets in trustees on such trusts for the
benefit of the members as he shall determine but no member shall be compelled to accept any
assets on which there is a liability.
A special resolution sanctioning a transfer or sale to another company duly passed pursuant to
section 222 of the Isle of Man Companies Act 1931 (which provision applies to GVC (with
statutory modification) pursuant to the 2006 Act) may in the like manner authorise the
distribution of any shares or other consideration receivable by the liquidator among the
members otherwise than in accordance with their existing rights and any such determination
shall be binding on all the members, subject to the right of dissent and consequential rights
conferred by the said section.
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6.

BOARD, MANAGEMENT AND CORPORATE GOVERNANCE OF GVC

6.1

Directors
At Admission, the GVC Board will comprise two Executive Directors and three Non-executive
Directors (including the Chairman).

AI 1.1
AI 14.1
AI 16.1

The business address of the Directors and the Proposed Director will be 32 Athol Street, Douglas, Isle
of Man IM1 1JB.
•

Lee Feldman (age 47), Chairman and Non-executive Director
Lee joined the GVC Group in December 2004. He is the Managing Partner of Twin Lakes
Capital, a private equity firm focused on branded consumer products, media and business
services. He is also the CEO and a board member of both MacKenzie-Childs and Jay
Strongwater, the American luxury home furnishings and personal accessories companies. Lee
was appointed the CEO of MacKenzie-Childs when Twin Lakes led the acquisition of the
business in May 2008 and was appointed the CEO of Jay Strongwater when Twin Lakes
formed Jay Strongwater LLC in August 2011. He is also a member of the board of directors of
both PacificHealth Labs and LRN Corporation. Prior to co-founding Twin Lakes, Lee was a
partner in Softbank Capital Partners. He has a B.A and J.D. from Columbia University.

•

Kenneth Alexander (age 46), Chief Executive Officer
Kenneth joined GVC as its Chief Executive Officer in March 2007. On the re-domiciliation of
Gaming VC Holdings S.A. to the Isle of Man and its renaming as GVC Holdings PLC, he
became a director of GVC Holdings PLC in January 2010. He was formerly Finance Director,
then Managing Director, of the European operations of Sportingbet plc, which he joined in
2000. He is a member of the Institute of Chartered Accountants of Scotland and previously
worked for Grant Thornton.

•

Richard Cooper (age 54), Group Finance Director
Richard joined GVC in December 2008. On the re-domiciliation of Gaming VC Holdings S.A.
to the Isle of Man and its renaming as GVC Holdings PLC, he became a director of GVC
Holdings PLC in January 2010. He spent the early part of his career in the financial markets
where he was finance director at the principal UK subsidiary of the Tullett and Tokyo Group
(a forerunner of Tullett Prebon plc) and Chief Financial Officer at Fidelity Brokerage. He then
undertook a number of restructuring roles, including working as finance director at Patsystems
Group plc. In early 2005 he became a founder director of Trident Gaming plc which bought,
developed and then sold the Gamebookers business. He is a qualified chartered accountant. He
is a member of the Institute of Chartered Accountants in England and Wales, having trained and
qualified with Saffery Champness in London.

•

Karl Diacono (age 53), Non-executive Director
Karl joined the GVC Board as a Non-executive Director in December 2008, having previously
served on the board of directors of Gaming VC Holdings S.A. He chairs the Audit Committee
and the Remuneration Committee. He holds a Masters Degree in Management and is currently
CEO of Fenlex Corporate Services Limited, a corporate service provider based in Malta, and
managing director of Impetus Europe Consulting Group. He is also a non-executive director of
various trading and holding companies as well as other online gaming companies. He is
actively involved in the hospitality industry. Karl is also a director of Gaming VC Corporation
Limited, a Maltese subsidiary of the GVC Group to which Fenlex Corporate Services Limited
also provides certain payroll and administrative services. He is a Maltese citizen.

Further information on the GVC Directors, including the interests held by them in the share capital of
GVC, is given in paragraph 9 of this Part 10.
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AI 16.3
AIII 1.1

6.2

Proposed Director
•

Norbert Teufelberger (age 50), Non-executive Director
Norbert Teufelberger has been the CEO of bwin.party since 2013 and served as Co-CEO from
2011 following the merger of bwin Interactive Entertainment AG and PartyGaming Plc. Prior
to this Norbert was Co-CEO of bwin Interactive Entertainment AG from June 2001, having
joined that company in September 1999 and being instrumental in drawing up the initial
business plan and the subsequent structuring and preparation for the public listing of bwin
Interactive Entertainment AG in 2000. Norbert has been involved in the national and
international casino and betting business since 1989. He occupied key positions with Casinos
Austria, was a consultant to the Novomatic Group of companies and co-founded a land based
casino company currently listed on the Nasdaq Capital Market. Norbert was chairman of the
Supervisory Board of the European Gaming and Betting Association and held the post of
non-executive director with betbull Holding SE until he resigned at the beginning of 2010. He
holds a Masters in Business Administration from the University of Economics and Business
Administration in Vienna.

6.3

GVC senior management
Other members of GVC’s senior management include:
•

Jim Humberstone – Chief Operating Officer
Jim joined the GVC Group in April 2010 and successfully spearheaded the expansion of the
Betboo Sportsbook offering into new geographical markets in the first half of 2011. He was
formerly South Eastern Europe Regional Sales Manager and Head of Sportsbook for
Sportingbet plc. He became Chief Operating Officer of GVC on the acquisition by GVC of
Sportingbet plc in March 2013.

•

Keith Laidlaw – Chief Technical Officer
Keith joined the GVC Group as Chief Technical Officer in September 2011. He has been
involved in the gaming industry since 2006 with senior roles at both PartyGaming and
OnGame. In his early career he was the Chief Technical Officer of an internet bank and built
consultancy practices in Scandinavia and Asia.

•

Adam Lewis – Chief Marketing Officer
Adam joined the GVC Group as Chief Marketing Officer in March 2013. As a life-long
marketer he has worked for Sony Music, Universal Music Group, Sportingbet, BSkyB and run
his own marketing agency for five years. Adam has over 14 years international marketing
experience within the gaming industry and now leads the marketing strategy of the
GVC Group.

In addition, consultancy services are provided by Salmon Consultancy Dotcom Limited to
CasinoClub.
6.4

GVC corporate governance
Whilst GVC complies with relevant Isle of Man law and regulations, no specific corporate governance
regime is applicable to it under Isle of Man law. The UK Corporate Governance Code does not apply
to Companies quoted on AIM and as such GVC does not comply with it.
GVC maintains an Audit Committee and a Remuneration Committee.
GVC will continue to hold at least four board meetings throughout the year and will meet more
frequently if required. The GVC Board is responsible for formulating, reviewing and approving the
GVC Group’s strategy, budgets, major investments and acquisitions.
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AI 16.3
AI 16.4

The Audit Committee is chaired by Karl Diacono and its other member is Lee Feldman. Richard
Cooper attends the Audit Committee meetings by invitation. The Audit Committee meets at least three
times each year and is responsible for assessing the GVC Group’s internal controls, monitoring the
independence of the GVC Group’s auditors, assessing the GVC Group’s audit arrangements, ensuring
that the financial performance is properly monitored and reported on and meeting with the auditors
and reviewing reports from the auditors relating to accounts and internal control systems.

AI 16.3

The Remuneration Committee is chaired by Karl Diacono and its other member is Lee Feldman. The
Remuneration Committee meets at least twice a year. It reviews the performance of the Chairman,
the Executive Directors and designated members of senior management and, in consultation with the
Chairman or Chief Executive, as appropriate, sets the scale and structure of their remuneration. It also
reviews the basis of their service agreements with due regard to the interests of the GVC Shareholders
and makes recommendations to the GVC Directors concerning the allocation of share options to
employees and bonus arrangements of any consultant to or employee of the GVC Group. No GVC
Director is permitted to be present or participate in discussions or decisions concerning his own
remuneration.

AI 16.3

GVC has adopted a share dealing code for its directors’ and key employees’ share dealings which the
GVC Directors believe is appropriate for an AIM quoted company. The GVC Directors comply with
Rule 21 of the AIM Rules for Companies relating to Directors’ dealings and in addition will take all
reasonable steps to ensure compliance by applicable employees.
7.

SUMMARY OF ISLE OF MAN COMPANY LAW

7.1

Isle of Man summary
The Isle of Man is an internally self-governing dependent territory of the British Crown. It is
politically and constitutionally separate from the UK and has its own legal system and jurisprudence
based on English common law principles. The UK Government is, however, responsible for the
Island’s foreign affairs and defence and, with the Island’s consent, the UK Parliament may legislate
for the Island in some areas of common concern (such as nationality and immigration matters).
The Isle of Man’s relationship with the European Union is set out in Protocol 3 of the Act of Accession
annexed to the Treaty of Accession 1972, by virtue of which the UK became a member of the
European Community. The Island is neither a member state nor an associate member of the European
Community. By virtue of Protocol 3, the Island is part of the customs territory of the EU. Therefore
the common customs tariff, levies and other agricultural import measures apply to trade between the
Island and non-member countries. There is free movement of goods and agricultural products between
the Island and the EU, but the EU provisions which relate to trade in financial services and products
and those in respect of the free movement of persons, services and capital do not apply to the Island.
Consequently, European Community law has direct application to the Island only for very limited
purposes.

7.2

Corporate law in the Isle of Man
The 2006 Act came into force on 1 November 2006 and introduced a new simplified Isle of Man
corporate vehicle (based on the international business company model available in a number of other
jurisdictions). The 2006 Act is largely a stand alone piece of legislation and companies incorporated
under the 2006 Act (“2006 Companies”) co-exist with present and future companies incorporated
under the existing Isle of Man Companies Acts 1931–2009 (“1931 Companies”).
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7.3

Key Features of a 2006 Company
A 2006 Company is a legal entity in its own right, separate from its members, and will continue in
existence until it is dissolved in the same way as 1931 Companies. Every 2006 Company is required,
at all times, to have:

7.4

(a)

a registered agent in the Isle of Man who holds the appropriate licence granted by the Isle of
Man Financial Supervision Commission (ensuring that there is a licensed professional on the
Isle of Man overseeing the administration of the company); and

(b)

a registered office address in the Isle of Man.

Power and Capacity
The doctrine of ultra vires does not apply to 2006 Companies. The 2006 Act expressly states that,
notwithstanding any provision to the contrary in a company’s memorandum or articles of association
and irrespective of corporate benefit and whether or not it is in the best interests of a company to do
so, a company has unlimited capacity to carry on or undertake any business or activity, to do, or to be
subject to, any act or to enter into any transaction.
Notwithstanding this, the directors of 2006 Companies are still subject to the various duties imposed
on directors by common law and statute as well as fiduciary duties (such as the duty to act bona fide
in the best interests of the company).

7.5

Directors
Unlike a 1931 Company, a 2006 Company is permitted to have a single director which may be an
individual or, subject to compliance with certain requirements, a body corporate.

7.6

Members
The 2006 Act contains very few prescriptive rules relating to members’ meetings. Companies are not
required to hold annual general meetings and the 2006 Act allows members meetings to be held at
such time and in such places, within or outside the Isle of Man, as the convener of the meeting
considers appropriate. However, as is the case with the GVC Articles (as described in this Part 10),
more prescriptive requirements relating to members’ meetings can be included in a company’s articles
of association.
Subject to contrary provision in the 2006 Act or in a company’s memorandum or articles, members
exercise their powers by resolutions:
(a)

passed at a meeting of the members; or

(b)

passed as a written resolution.

The concept of “ordinary”, “special” and “extraordinary” resolutions is not recognised under the 2006
Act and resolutions passed at a members meeting only require the approval of a member or members
holding in excess of 50 per cent. of the voting rights exercised in relation thereto. However, as
permitted under the 2006 Act, the GVC Articles incorporate the concept of a “special resolution”
(requiring the approval of members holding 75 per cent. or more of the voting rights exercised in
relation thereto) in relation to certain matters.
7.7

Shares
The provisions relating to shares and share capital in the 2006 Act are more relaxed than the
equivalent provisions applying to 1931 Companies.
The 2006 Act provides that shares in a company may (without limitation):
(a)

be convertible, common or ordinary;

(b)

be redeemable at the option of the shareholder or the company or either of them;

(c)

confer preferential rights to distributions;
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7.8

(d)

confer special, limited or conditional rights, including voting rights; or

(e)

entitle participation only in certain assets.

Distributions and the Solvency Test
The 2006 Act introduces a new definition of “distribution” in relation to a distribution by a 2006
Company of its assets to its members. A “distribution” essentially means the direct or indirect transfer
of company assets or the incurring of a debt by a company to or for the benefit of a member and
includes the payment of dividends and the redemption, purchase or other acquisition by a company of
its own shares.
The 2006 Act permits the directors of a company to authorise a distribution by the company to its
members at such time and of such amount as they think fit if they are satisfied, on reasonable grounds,
that the company will, immediately after the distribution, satisfy the solvency test.
A company satisfies the “solvency test” if:
(a)

it is able to pay its debts as they become due in the normal course of its business; and

(b)

the value of its assets exceeds the value of its liabilities.

The solvency test replaces the traditional capital maintenance requirements which apply to 1931
Companies. Provided that the solvency test has been satisfied, dividends may be paid and shares
redeemed or purchased out of any capital or profits of the company.
Where a distribution has been made to a GVC Shareholder by GVC and GVC did not, immediately
after the distribution, satisfy the solvency test, then the distribution (or the value thereof) may be
recovered by GVC from the GVC Shareholder but only if:

7.9

(c)

the member received the distribution or the benefit of the distribution (as the case may be) other
than in good faith and without knowledge of GVC’s failure to satisfy the solvency test; and

(d)

the member’s position has not been altered by the member relying on the validity of the
distribution; and

(e)

it would not be unfair to require repayment in full or at all.

Accounting Records
The 2006 Act requires a company to keep reliable accounting records which:
(a)

correctly explain the transactions of the company;

(b)

enable the financial position of the company to be determined with reasonable accuracy at any
time; and

(c)

allow financial statements to be prepared.

7.10 Offering Documents
The 2006 Act does not distinguish between public and private companies and (subject to any
restrictions in a company’s memorandum or articles of association) a 2006 Company can offer its
securities to the public.
If an offering document is issued in relation to a 2006 Company, the 2006 Act requires the directors
of a 2006 Company to ensure that any offering document issued in relation to that company:
(a)

contains all material information relating to the offer or invitation contained therein (i) that the
intended recipients would reasonably expect to be included therein in order to enable them to
make an informed decision as to whether or not to accept the offer or make the application
referred to therein; and (ii) of which the directors or proposed directors were aware at the time
of issue of the offering document or of which they would have been aware had they made such
enquiries as would have been reasonable in all the circumstances; and

(b)

sets out such information fairly and accurately.
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7.11 Statutory Books
Originals or copies (as appropriate) of various documents, including the constitutional documents,
statutory books and accounting records of a 2006 Company, are required to be kept at the office of the
2006 Company’s registered agent.
7.12 Issue of shares for non-cash consideration
Under the 2006 Act shares can either be issued for cash consideration or for consideration other than
money. Under section 38 of the 2006 Act, if the directors are issuing shares for consideration other
than money they shall pass a resolution stating: (i) the amount to be credited for the issues of the
shares; (ii) their determination of the reasonable present cash value of the non-money consideration
for the issue; and (iii) that in their opinion the present cash value of the non-money consideration for
the issue is not less than the amount to be credited for the issue of the shares.
8.

TAKEOVERS

8.1

City Code

AIII 4.9

GVC is subject to the provisions of the City Code, including the rules regarding mandatory takeover
offers set out in the City Code. Under Rule 9 of the City Code, when (i) a person acquires an interest
in shares which, when taken together with shares in which he or persons acting in concert with him
(as defined in the City Code) are interested, carry 30 per cent. or more of the voting rights of a
company subject to the City Code or (ii) any person who, together with persons acting in concert with
him, is interested in shares carrying not less than 30 per cent. but not more than 50 per cent. of the
voting rights of a company subject to the City Code, and such person, or any person acting in concert
with him, acquires an interest in any other shares which increases the percentage of shares carrying
voting rights in which he is interested, then, in either case, that person, together with the persons
acting in concert with him, is normally required to make a general offer in cash, at the highest price
paid by him or any person acting in concert with him for shares in the company within the preceding
12 months, for all of the remaining equity share capital of the company.
8.2

Compulsory acquisition procedure
(a)

Pursuant to section 160 of the 2006 Act, if a scheme or a contract involving the transfer of
shares or any class of shares in the capital of the Company to another company (“the
transferee company”) has within 16 weeks after the making of the offer by the transferee
company been approved by the holders of not less than 90 per cent. in value of the shares
affected, the transferee company may, at any time within eight weeks after the transferee has
acquired or contracted to acquire not less than 90 per cent. in value of the shares, give notice
in the prescribed manner to any dissenting shareholder that it desires to acquire such dissenting
shareholders’ shares, and where such a notice is given the transferee company shall, unless on
an application made by the dissenting shareholder within one month from the date on which
the notice was given the court thinks fit to order otherwise, be entitled and bound to acquire
those shares on the terms on which under the scheme or contract the shares of the approving
shareholders are to be transferred to the transferee company (or on such terms as may be
permitted by variation under the 2006 Act in certain circumstances.

(b)

Where such a notice has been given by the transferee company and the court has not, on an
application made by the dissenting shareholder, ordered to the contrary, the transferee company
shall, on the expiration of one month from the date on which the notice has been given, or, if
an application to the court by the dissenting shareholder is then pending, after that application
has been disposed of, transmit a copy of the notice to the Company and pay or transfer to the
Company the amount or other consideration representing the price payable by the transferee
company for the shares which the transferee company is entitled to acquire, and the Company
shall thereupon register the transferee company as the holder of those shares.

(c)

The 2006 Act would also give dissenting members a right to be bought out in certain
circumstances by an offeror. A dissenting member may be entitled to payment of fair value of
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the members’ shares upon dissenting from either a merger, a consolidation or any scheme of
arrangement permitted by court. If a member decides to exercise this entitlement he shall give
notice to the Company before the meeting of members at which the action is submitted to a
vote or by written objection at the meeting prior to the vote. Within 21 days immediately
following the date on which the vote of members authorising the action is taken or the date on
which the written resolution of members is obtained, the Company will give notice of the
authorisation or consent to each member who gave objection (if in writing). That member then
may, within 21 days immediately following the date on which they received notice, give a
written election to dissent from the action. Within 7 days of the expiration of the period in
which members may give their notice of election to dissent or within 7 days immediately
following the date on which the proposed action is put into effect, whichever is the later, the
Company shall make a written offer to each dissenting member to acquire the member’s share
at a specified price that the Company determines to be its fair value. If within one month the
Company and the dissenting member agree to the value then the Company shall pay to the
member that amount in money. If the Company and the member fail to reach agreement on
value then there is a process provided for in section 161 of the 2006 Act to ascertain a fair
value.
9.

GVC DIRECTORS’ INTERESTS

9.1

Disclosure
Save as set out in this paragraph 9, as at the date of this document:

9.2

(a)

no GVC Director will, and no person so connected with a GVC Director has, or is expected to
have, any interest in the share capital of GVC or any of its subsidiaries or any options over
GVC Shares; and

(b)

no GVC Director or member of a GVC Director’s family has, or will have upon Admission,
any financial product whose value in whole or in part is determined directly or indirectly by
reference to the price of the GVC Shares.

Directors’ shareholdings
The following table sets out the interests of the GVC Directors, their immediate families and persons
connected with them (within the meaning of section 252-255 of the UK Companies Act). Some of
Kenneth Alexander and Richard Cooper’s shares are held directly by their spouses and thus are
counted as beneficial interests in the issued share capital of GVC. All the holdings noted below are as
at the date of this document and immediately following Admission.

Name
Lee Feldman
Kenneth Alexander*
Richard Cooper*

No. of GVC
Shares held
at the date
of this document

Percentage of
GVC Shares
held at the
date of this
document

185,957
212,000
15,000

0.30 per cent.
0.35 per cent.
0.02 per cent.

No. of GVC
Shares held
immediately
following
Admission**

Percentage
of GVC
Shares held
immediately
following
Admission
(assuming full
take up under
the Placing)

702,169 0.240 per cent.
1,585,455 0.543 per cent.
706,323 0.242 per cent.

*

In addition, Kenneth Alexander’s wife, Caroline Alexander, holds 313,333 GVC Shares and Richard Cooper’s wife,
Pascale Mouirer Cooper, holds 335,000 GVC Shares. Kenneth Alexander and Richard Cooper are required to disclose
the number of GVC Shares held by their spouses.

**

See paragraph 7 of Part 1 of this document for further details on the subscription for new GVC Shares by Lee Feldman,
Kenneth Alexander and Richard Cooper in the Fundraising.
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9.3

Directors’ options
(a)

AI 17.3
ESMA 148

LTIP
The principal terms of the LTIP may be summarised as follows:
Eligibility
All employees of the GVC Group, all GVC Directors (including Non-executive Directors) and
all consultants and other providers of services to the GVC Group are eligible to participate in
the LTIP.
Grant of Awards
Share awards or cash-based contingent awards (“Awards”) may be granted to eligible persons
at the absolute discretion of the GVC Board.
Awards will entitle the holder of the Award (the “Award Holder”) to acquire GVC Shares on
payment of the award price in the case of a share award and to the payment of a cash sum in
the event of a cash award (see below). Awards will be granted free of charge and will be
non-transferable (other than in the event of the death of the Award Holder).
When granting an Award that is a share award, the GVC Board may commit GVC to satisfying
the Award either by the allotment and issue of GVC Shares or by procuring the transfer of GVC
Shares which are already in issue.
On the grant of an Award, the GVC Board may make its exercise dependent on the satisfaction
of an objective condition designed to measure the performance of GVC and/or the Award
Holder. Once the performance conditions have been satisfied, the Awards are exercisable, to the
extent vested (see below under the heading “Vesting, Exercise and Lapse of Awards”) until the
tenth anniversary of their date of grant.
Period for the grant of Awards
Awards may be granted within 42 days immediately following the announcement of GVC’s
annual or half-yearly results. In exceptional circumstances, Awards may be granted at other
times.
Overall limit
No Award may be granted under the LTIP if it would cause the aggregate number of GVC
Shares that are capable of being issued pursuant to Awards granted under the LTIP, when
aggregated with the number of GVC Shares issued or issuable pursuant to rights to subscribe
for GVC Shares granted during the preceding ten years under the LTIP or any other employee
share scheme established by any company in the GVC Group, to exceed 16.8 per cent. of
GVC’s issued ordinary share capital at the proposed date of grant.
Rights to acquire GVC Shares granted under the LTIP or any other employees’ share scheme
established by any company in the GVC Group that have lapsed or been surrendered are
excluded when calculating the overall limit. If Awards are to be satisfied by a transfer of
existing ordinary shares, the percentage limit stated above will not apply.
Award price
The Award price per GVC Share will be determined by the GVC Board at the time of grant of
each Award but must be no less than the par value of a GVC Share if the Award is capable of
being satisfied by the issue of GVC Shares.
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Vesting, exercise and lapse of Awards
On the grant of an Award the GVC Board will specify the terms on which the Awards vest.
Awards will normally only be exercisable to the extent vested and to the extent that the
performance conditions which apply to them (if any) have been satisfied.
Once vested, Awards will normally be exercisable up to ten years from the date of grant at the
end of which period they will lapse.
Awards will normally lapse on cessation of employment or office or on termination of the
Award Holder’s contract for services. If an Award Holder ceases to be employed or hold office
within the GVC Group or to provide services to the GVC Group on the grounds of injury, ill
health, disability, sale of the Award Holder’s employing company or the company with which
he holds office or to which he provides services out of the GVC Group or the undertaking in
which he is employed or with which he holds office or to which he provides services being
transferred out of the GVC Group, the Award Holder may exercise his subsisting Awards to the
extent to which they have vested at the date of cessation for the period of 6 months from
cessation, after which period the Awards will lapse.
If an Award Holder ceases to be employed by or hold office within the GVC Group or to
provide services to the GVC Group by reason of gross misconduct or any other reason
justifying summary dismissal or the immediate termination of the Award Holder’s office or
contract for services, the Award shall lapse on the date of such cessation.
If an Award Holder ceases to be employed by or hold office within the GVC Group or to
provide services to any company in the GVC Group for any other reason, then any subsisting
Awards held by the Award Holder will not be exercisable for a period of 60 days from the date
of cessation provided that, within that 60 day period the GVC Board may notify the Award
Holder in writing that his Awards will not lapse and will be exercisable to the extent and for
such period as is determined by the GVC Board. If no such notification is given, the Awards
will lapse at the end of the 60 day period.
If an Award Holder dies, his personal representatives may exercise his outstanding Awards
before the earlier of the expiry of 12 months from the date of his death and the expiry of the
Award period applying to the Awards. The Awards will lapse thereafter.
Change of control
In the event of a takeover, a scheme of arrangement (other than a scheme of arrangement for
the purposes of creating a new holding company) or voluntary winding up of GVC, early
exercise of Awards is permitted. Vesting of Awards is accelerated in these circumstances.
In the event of a takeover or scheme of arrangement, Award Holders may be given the
opportunity to exchange their Awards for equivalent awards over shares in the acquiring
company.
Variation of share capital
In the event of certain variations of the ordinary share capital of GVC (including a
capitalisation issue, a rights issue, a subdivision or consolidation of shares or reduction in
capital) the GVC Board may adjust the Award price of and the number of GVC Shares
comprised in subsisting Awards and the description of such shares in such manner as the GVC
Board considers to be, in its opinion, fair and reasonable.
Rights attaching to ordinary shares
GVC Shares issued on the exercise of an Award will be identical to and rank equally with all
other GVC Shares in issue. However, an Award Holder shall not be entitled to any dividend or
other distribution by GVC in respect of the GVC Shares issued or transferred to him where the
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relevant record date fell before the date on which the GVC Shares were issued or transferred
to the Award Holder.
Amendment
The GVC Board may make any amendment to the LTIP, provided that amendments to certain
important rules (including those relating to (i) the overall limit on the number of GVC Shares
subject to the LTIP, (ii) eligibility to participate in the LTIP and (iii) the basis for determining
an individual’s entitlement to, and the terms of, ordinary shares) to the advantage of Award
Holders may only be made with the sanction of the GVC Shareholders in a general meeting.
The requirement to obtain the approval of GVC Shareholders will not apply to minor
amendments to benefit the administration of the LTIP or to amendments to take account of a
change in legislation or to obtain or maintain favourable tax, exchange control or regulatory
treatment for participants, future participants or any company in the GVC Group.
If an amendment would materially disadvantage an Award Holder, the GVC Board will require
written consent from the affected Award Holder or consent in writing from at least 75 per cent.
of those affected by such an alteration.
Termination
The LTIP will terminate on 31 March 2022 or earlier, if the GVC Board so determines.
Existing Awards under the LTIP
As at the date of this document, the following Awards over GVC Shares have been granted to
the following GVC Directors pursuant to the LTIP:

Director

Number of
GVC Shares
subject to the Award

Exercise
Period

Exercise
Price

1,400,000
700,000
350,000

31 March 2022
31 March 2022
31 March 2022

€0.01
€0.01
€0.01

Kenneth Alexander
Richard Cooper
Lee Feldman

The Award held by Lee Feldman, a US citizen, is a cash based Award and does not entitle him
to acquire GVC Shares.
All of the Awards will vest in full on the share price of the GVC Shares being equal to or
exceeding 600p per GVC Share for a continuous period of 90 calendar days at any time from
30 May 2014.
On Completion, the existing Awards granted under the LTIP (as detailed above) will be cash
cancelled on the basis of the value of a GVC Share at the close of business on the Business Day
immediately prior to the publication of the announcement of the proposed Acquisition and the
GVC Directors with existing Awards will re-invest 100 per cent of their after tax proceeds into
GVC Shares in the Placing at the Placing Price.
It is proposed that the GVC Shares so acquired will be subject to a 12 month lock-in period
from the Completion.
In the event that the 2015 LTIP obtains shareholder approval at the GVC General Meeting, no
further Awards shall be granted under the LTIP.
(b)

2015 LTIP
The principal terms of the new 2015 Long Term Incentive Plan (“2015 LTIP”) may be
summarised as follows:
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Eligibility
All employees of the GVC Group, all GVC Directors (including Non-Executive Directors) and
all consultants and other providers of services to the GVC Group are eligible to participate in
the 2015 LTIP.
Grant of Options
Options may be granted to eligible persons at the absolute discretion of the Remuneration
Committee (“Options”).
Options will entitle the holder of the Option (“Option Holder”) to acquire GVC Shares on
payment of the exercise price (“Exercise Price”). Options will be granted free of charge and
will be non-transferable (other than in the event of the death of the Option Holder).
When granting an Option, the GVC Board may commit GVC to satisfying the Option either by
the allotment and issue of GVC Shares or by procuring the transfer of GVC Shares which are
already in issue.
Exercise Price
The Exercise Price per GVC Share will be determined by the Remuneration Committee at the
time of grant of each Option but must be no less than the market value of a GVC Share at the
date of grant.
For Options granted within a period of 30 dealing days of the date on which the 2015 LTIP is
adopted, the Remuneration Committee may grant Options with an Exercise Price equal to the
Issue Price.
Performance Conditions
On the grant of an Option, the GVC Board shall make its vesting dependent on the satisfaction
of additional conditions or an objective condition designed to measure the performance of
GVC and/or the Option Holder (“Performance Conditions”).
Details of the Performance Conditions which shall apply to the new Options that it is proposed
will be granted shortly after Completion, subject and conditional upon the rules of the 2015
LTIP being approved by GVC Shareholders at the GVC General Meeting, are set out at the end
of this section. No Performance Condition shall apply to the Option to be granted to Norbert
Teufelberger over 200,000 GVC Shares.
Once the performance conditions have been satisfied and the Options have vested they are
exercisable until the tenth anniversary of their date of grant (see below under the heading
“Vesting, Exercise and Lapse of Options”).
Period for the grant of Options
Options may be granted within 42 days immediately following the adoption of the 2015 LTIP
or the announcement of GVC's annual or half-yearly results. In exceptional circumstances,
Options may be granted at other times.
Overall limit
No Options may be granted under the 2015 LTIP if it would cause the aggregate number of
GVC Shares that are capable of being issued pursuant to Options granted under the 2015 LTIP,
when aggregated with the number of GVC Shares issued or issuable pursuant to rights to
subscribe for GVC Shares granted during the preceding ten years under the 2015 LTIP or any
other employees' share scheme established by any company in the GVC Group, to exceed 10
per cent. of GVC's issued ordinary share capital at the proposed date of grant.
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For the purposes of this limit no account shall be taken of any GVC Shares issued or issuable
pursuant to rights to subscribe for GVC Shares granted prior to Completion.
Rights to acquire GVC Shares granted under the 2015 LTIP or any other employees’ share
scheme established by any company in the GVC Group that have lapsed or been surrendered
are excluded when calculating the overall limit. If Options are to be satisfied by a transfer of
existing ordinary shares or in cash, the percentage limit stated above will not apply.
Vesting, exercise and lapse of Options
On the grant of an Option the Remuneration Committee will specify the terms on which the
Options vest. Options will normally only be exercisable to the extent vested and to the extent
that the performance conditions which apply to them have been satisfied.
Once vested, Options will normally be exercisable up to ten years from the date of grant at the
end of which period they will lapse.
If an Option Holder ceases to be employed by or hold office within the GVC Group or to
provide consultancy or other services to the GVC Group in circumstances where the GVC
Group is entitled to dismiss or terminate the consultancy or other service without notice (“Bad
Leaver”), the Option shall lapse upon such cessation, whether or not the Option has vested.
If an Option Holder ceases to be employed or hold office within the GVC Group or to provide
services to the GVC Group on the grounds of injury, ill health, disability, redundancy, sale of
the Option Holder's employing company or the company with which he holds office or to
which he provides services out of the GVC Group or the undertaking in which he is employed
or with which he holds office or to which he provides services being transferred out of the GVC
Group, retirement with the consent of the Option Holder's employing company or for any other
reasons as are determined by the Remuneration Committee (“Good Leaver”) with unvested
Options, the Option shall not lapse and shall vest on the normal vesting date, or such other date
as the Remuneration Committee may specify within 30 days of cessation.
In such a case the Performance Condition shall continue to apply and, unless the Remuneration
Committee determines otherwise, shall be reduced pro-rata.
If an Option Holder with vested Options ceases to be employed or hold office within the GVC
Group or to provide services to the GVC Group other than as a result of death or as a Bad
Leaver, the vested GVC Shares may be exercised until the end of the exercise period.
If an Option Holder dies before his Option vests, his Option shall vest as soon as practicable
after his death and the Remuneration Committee shall apply a pro-rata reduction and any
performance or other condition applying to the vesting of the Option to determine the number
of vested GVC Shares of that Option. The Option Holder's personal representatives may then
exercise the Option, to the extent it has vested, at any time during the twelve month period
following his death. The Option will lapse thereafter.
Dividend Equivalents
The Remuneration Committee may determine that on the exercise of an Option a participant
shall receive an amount of cash and/or GVC Shares equivalent to the value of some or all of
the dividends (and special dividends at the discretion of the Remuneration Committee) that
would have been paid on the vested GVC Shares between the date of grant and the date of
vesting.
Change of control
In the event of a takeover, a scheme of arrangement or voluntary winding up of GVC, all
Options may be exercised for a period of one month from the date the Option Holders are
notified of such event or the change of control occurs. The Performance Condition shall apply
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to any unvested Options on a change of control, unless the Remuneration Committee
determines otherwise.
Variation of share capital
In the event of certain variations of the ordinary share capital of GVC (including a
capitalisation issue, a rights issue, a subdivision or consolidation of shares or reduction in
capital) the Remuneration Committee may adjust the number of GVC Shares comprised in
subsisting Options, and the exercise price in the case of an option, in such manner as the
Remuneration Committee considers to be appropriate.
Rights attaching to ordinary shares
GVC Shares issued on the vesting or exercise of an Option will be identical to and rank equally
with all other GVC Shares in issue. However, an Option Holder shall not be entitled to any
dividend or other distribution by GVC in respect of the GVC Shares issued or transferred to
him where the relevant record date fell before the date on which the GVC Shares were issued
or transferred to the Option Holder.
Amendment
The Remuneration Committee may make any amendment to the 2015 LTIP, provided that
amendments to certain important rules (including those relating to the overall limit on the
number of GVC Shares subject to the 2015 LTIP) to the advantage of Option Holders may only
be made with the sanction of the GVC Shareholders in a general meeting.
The requirement to obtain the approval of GVC Shareholders will not apply to minor
amendments to benefit the administration of the 2015 LTIP or to amendments to take account
of a change in legislation or to obtain or maintain favourable tax, exchange control or
regulatory treatment for participants, future participants or any company in the GVC Group.
If an amendment would materially disadvantage an Option Holder, the Remuneration
Committee will require written consent from the affected Option Holder or consent in writing
from at least 75 per cent. of those affected by such an alteration.
Termination
The 2015 LTIP will terminate on the tenth anniversary of its approval by GVC Shareholders or
earlier, if the GVC Board so determines.
Options to be granted following the Scheme becoming Effective
It is proposed that shortly after Completion, subject and conditional upon the rules of the 2015
LTIP being approved by GVC Shareholders at the GVC General Meeting the following
Options will be granted:
(i)

Quantum of Options:
(A)

Kenny Alexander will be granted an Option over 8,798,075 GVC Shares (being
3 per cent. of the Enlarged Issued Share Capital);

(B)

Richard Cooper will be granted an Option over 4,399,037 GVC Shares (being
1.5 per cent. of the Enlarged Issued Share Capital);

(C)

Lee Feldman will be granted an Option over 4,399,037 GVC Shares (being
1.5 per cent. of the Enlarged Issued Share Capital); and

(D)

Norbert Teufelberger will be granted an Option over 200,000 GVC Shares.
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(ii)

Terms of the Options
(A)

Options will be granted with an exercise price equal to the Issue Price, being
422 pence;

(B)

The Option granted to Norbert Teufelberger will not be subject to a Performance
Condition. One seventh of the Option will vest six months after the date of grant,
with a seventh of the Option vesting in each subsequent quarter, so that all of the
GVC Shares subject to the Option shall have vested on the second anniversary of
the date of grant;

(C)

All other Options will vest, subject to the satisfaction of a Performance
Condition, as to one ninth six months after the date of grant, with one ninth
vesting in each subsequent quarter, so that all of the GVC Shares subject to the
Options shall have vested 30 months from the date of grant and will lapse
immediately if employment is terminated for whatever reason within the period
of six months from the date of grant;

(D)

The Performance Condition applying to the Options is comparator total
shareholder return (“TSR”) of the Company against the FTSE 250. Each ninth of
the Shares subject to the Option will have its TSR condition reviewed from the
date of grant until the relevant vesting date. To the extent the TSR condition is not
met at that time then it shall be tested in the next quarter and at the end of the 30
month vesting. In order to vest, the TSR of the Company must rank at median or
above against the FTSE 250; and

(E)

All Options shall be entitled to a dividend equivalent.

As part of the arrangements for the proposed grant of Options to Kenny Alexander, Richard
Cooper and Lee Feldman set out above, it is proposed that:
(i)

there will be no increase to the salaries/fees of those directors to reflect the increased
size of the Enlarged Group;

(ii)

following the Acquisition and as set out at paragraph 15.2, there will be no annual bonus
arrangements in place for those directors going forward; and

(iii)

no further Options will be granted to those directors under the 2015 LTIP.

Consideration will be given as to Options to be granted to other senior management of the
Enlarged Group following Completion.
10.

BWIN.PARTY DIRECTORS’ INTERESTS

10.1 The bwin.party Group
bwin.party operates the following employee share plans (together, the “bwin.party Share Plans”):
(a)

the bwin.party 2014 Incentive Plan;

(b)

the bwin.party Bonus and Share Plan;

(c)

the bwin.party Global Share Plan;

(d)

the bwin.party Rollover Option Plan;

(e)

the bwin.party Bonus Banking Plan;

(f)

the PartyGaming All-Employee Option Plan; and

(g)

the PartyGaming Share Option Plan.
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bwin.party operates the bwin.party 2014 Incentive Plan, the bwin.party Bonus and Share Plan and the
bwin.party Global Share Plan. Participants in the bwin.party Share Plans will be contacted in due
course regarding the effect of the Acquisition on their rights under the bwin.party Share Plans and
with full details of GVC’s appropriate proposals. Further details of the terms of such proposals will
be included in the Scheme Document.
The key terms of the bwin.party Share Plans are set out below.
(a)

bwin.party 2014 Incentive Plan
Summary
The Remuneration Committee of the bwin.party Board (the “bwin.party Remuneration
Committee”) operates and administers the bwin.party 2014 Incentive Plan (the “BIP”). The
BIP was approved by bwin.party Shareholders on 24 February 2014.
Eligibility
Any employee, including an executive director or consultant of the bwin.party Group is eligible
to participate in the BIP. Non-executive directors are not eligible to participate in the BIP. The
bwin.party Remuneration Committee has responsibility for determining who will be granted
awards under the BIP.
Grant of awards
The bwin.party Remuneration Committee has the discretion to make awards at any time prior
to the sixth anniversary of the adoption date of the BIP. No awards will be granted during a
close or prohibited period.
Nature of awards and Individual limits
The BIP is split into two separate elements. Element A covers a three-year period with annual
performance targets set at the beginning of each year. Depending on the extent to which these
targets are met, an amount may be credited or debited to the participant’s bonus account on the
measurement date. 50 per cent. of any value generated, together with any value rolled forward
from previous years, is awarded in cash after the measurement date with the balancing value
rolled forward to the subsequent year. After the third annual measurement date half of the value
generated is awarded in the form of cash or nil-cost options or restricted shares paid or vesting
shortly after the measurement date, with the other half awarded in the form of nil-cost share
options or restricted shares vesting at the end of year four. If the performance targets in any one
year are not met the bonus account will be debited by 50 per cent. of its current value.
Element B of the BIP allows for the annual grant of restricted shares dependent on the extent
to which bwin.party has completed strategic and transformational objectives during the
previous year, these projects having been set by the bwin.party Remuneration Committee at the
beginning of that previous year. Any award made under Element B is made in the form of a
restricted share award or nil-cost share option. The shares vest on the third anniversary of grant,
but are only eligible for sale on the fifth anniversary of grant.
Awards granted under the BIP are not transferable, except in the case of a participant for whom
a trustee is acting, in which case the trustee will be able to transfer the benefit to the participant.
In addition, the cash bonus, bwin.party Shares acquired or any other rights granted pursuant to
the BIP are non-pensionable.
Individual limits
The maximum annual contribution to the bonus account under Element A of the BIP is
250 per cent. of salary. The maximum annual contribution to the bonus account under the BIP
is 550 per cent. of base salary.
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Plan limits
The use of bwin.party Shares which are newly issued or transferred from treasury under the
bwin.party 2014 Incentive Plan is limited to 10 per cent. of the issued share capital of
bwin.party from time to time, taking into account bwin.party Shares issued or to be issued or
transferred from treasury over the previous ten-year period under all employee share plans
adopted by bwin.party. Within this limit, not more than 5 per cent. of the issued share capital
of bwin.party from time to time may be used under the BIP and any other discretionary
employee share plan operated by bwin.party. bwin.party Shares subject to awards which have
lapsed or been surrendered are excluded when calculating this limit.
Performance Conditions
Awards granted under the BIP may be subject to performance targets as determined by the
bwin.party Remuneration Committee.
Any performance conditions to which the awards are subject may be waived or changed with
bwin.party Remuneration Committee consent if an event occurs which causes the bwin.party
Remuneration Committee to consider the target is no longer appropriate.
Normal vesting
Shares earned under Element B of the BIP are subject to a three-year vesting period during
which the participant must remain employed and the shares acquired cannot be sold for
five years from the date of award irrespective of employment status.
Malus and Clawback
The bwin.party Remuneration Committee may decide that any award that has not vested will
lapse wholly or in part if, following the grant of an award, facts become known to the
bwin.party Remuneration Committee which, in the opinion of the bwin.party Remuneration
Committee, would justify a reduction in the number of bwin.party Shares subject to the award
(including a reduction to nil). Such exceptional circumstances include (without limitation): a
material mis-statement in the published results of the bwin.party Group, misconduct on the part
of the participant concerned or where, as a result of an appropriate review of accountability, the
bwin.party Remuneration Committee considers that the participant has caused wholly or in part
a material loss for the bwin.party Group as a result of (i) reckless, negligent or wilful actions
or (ii) inappropriate values or behaviour.
The award will also be subject to a clawback period of three years from and including the
relevant date of payment and/or the end of the relevant vesting period. The bwin.party
Remuneration Committee may claim repayment in circumstances where the bwin.party
Remuneration Committee considers that the participant has caused wholly or in part a material
loss for the bwin.party Group as a result of (i) reckless, negligent or wilful actions, or (ii)
inappropriate values or behaviour.
Shareholding requirement
There is a minimum shareholding requirement for all participants in the BIP. Only bwin.party
Shares held unconditionally by participants and vested bwin.party Shares under Element B of
the BIP will count against the shareholding requirement and the bwin.party Remuneration
Committee has discretion to allow the sale of bwin.party Shares by an executive director in
circumstances where it determines there is a qualifying reason.
Leavers
If a participant ceases to be employed within the bwin.party Group before the vesting date of
an award because of injury, disability, redundancy, retirement, death, or because of the sale of
the participant’s employing company or business out of the bwin.party Group or for another
reason at the discretion of the bwin.party Remuneration Committee, good leaver provisions
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will apply to the award. A participant who is a good-leaver will receive an award in cash in
relation to the year during which his cessation of employment occurs pro-rated to the amount
of the year completed on his cessation and based on the level of satisfaction of the performance
conditions measured over the full performance period. Any unvested Element B awards will
vest and the sale restrictions will continue following cessation of employment.
Corporate Events
A participant will receive an award in cash immediately prior to the date of a change of control,
reconstruction, amalgamation or winding-up of the Company which will be conditional on the
corporate event taking place. The award will be based on the level of satisfaction of
the performance conditions at this date pro-rated to the amount of the bonus year completed on
the change of control subject to the bwin.party Remuneration Committee’s discretion to waive
or partially waive pro-rating. All balances in participant’s plan accounts will vest in full on a
change of control.
Rights attaching to shares
Shares issued or transferred under the BIP will rank equally in all respects with shares of the
same class in issue on the date of allotment, except in respect of rights by reference to a prior
record date.
Variation of share capital
On a variation of the capital of bwin.party, the number of shares subject to awards and their
terms and conditions may be adjusted subject to the determination of the bwin.party
Remuneration Committee.
Amendments
Amendments to the rules of the BIP may be made at the discretion of the bwin.party
Remuneration Committee. However, the provisions governing eligibility requirements, equity
dilution, share utilisation and the adjustments that may be made following a rights issue or any
other variation of capital, together with the limitations on the number of bwin.party Shares that
may be issued, cannot be altered to the advantage of participants without prior shareholder
approval, except for minor amendments to benefit the administration of the BIP, to take account
of a change in legislation, or to obtain or maintain favourable tax, exchange control or
regulatory treatment for participants or for the bwin.party Group. An amendment may not
adversely affect the rights of an existing participant except where the participant has approved
the amendment.
In addition, the bwin.party Remuneration Committee may add to, vary, or amend the rules of
the BIP by way of a separate schedule in order that the BIP operates in compliance with all
requisite local legislative and regulatory requirements as may apply to both participants and/or
the relevant bwin.party Group company.
Employee Trust
bwin.party may utilise an existing discretionary employee benefit trust, (the “Employee
Trust”) in order to meet obligations due under the BIP. The trustee of the Employee Trust has
full discretion with regard to the application of the trust fund (subject to recommendations from
the bwin.party Remuneration Committee). bwin.party is able to fund the Employee Trust to
acquire bwin.party Shares in the market and/or to subscribe for shares at nominal value in order
to satisfy awards granted under the BIP. Any bwin.party Shares issued to the Employee Trust
in order to satisfy awards under the BIP will be treated as counting towards the dilution limits
that apply to the BIP. For the avoidance of doubt, any bwin.party Shares acquired by the
Employee Trust in the market will not count towards these limits. In addition, unless prior
Shareholder approval is obtained, the Employee Trust will not hold more than 5 per cent. of the
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issued share capital of bwin.party at any one time (other than for the purposes of satisfying
awards of bwin.party Shares that it has granted).
(b)

bwin.party Bonus and Share Plan (“BSP”)
Summary
Under the BSP, participants receive a bonus once in any financial year depending on the extent
to which the performance targets have been met. A portion of the bonus will be paid in cash
and a portion will be deferred in the form of a right to acquire bwin.party Shares (either in the
form of an option or a conditional award of bwin.party Shares). The BSP is administered by
the bwin.party Board.
Benefits under the BSP are not pensionable. Rights under the BSP are not transferable, except
on death.
Eligibility
All employees of bwin.party or the bwin.party Group are eligible to participate in the BSP,
excluding Non-executive directors and any employees who have given or received notice of
termination of employment (subject to the ability of the bwin.party Board to determine
otherwise). Senior executives and executive directors who participate in the bwin.party Bonus
Banking Plan (or equivalent) cannot participate in the BSP. The bwin.party Board has
responsibility for determining who will be granted awards.
Nature of awards
Participants receive a proportion of the award received in cash with the remainder deferred in
shares by way of a share award which may be granted as a conditional share award or an option.
Grant of awards
Awards will normally be granted only within 42 days following the announcement of
bwin.party’s results for any period. Awards may also be granted if the bwin.party Remuneration
Committee resolves that exceptional circumstances exist which justify the grant of awards at
any other time. No award may be granted during a close or prohibited period.
Individual limits
The maximum bonus which may be received by a participant in respect of any one financial
year is 150 per cent. of basic salary.
Plan limits
The use of shares which are newly issued or transferred from treasury under the BSP is limited
to 10 per cent. of the issued share capital of bwin.party from time to time, taking into account
shares issued or to be issued or transferred from treasury over the previous ten-year period
under all bwin.party employee share plans. Within this limit, not more than 5 per cent. of the
issued share capital from time to time may be used under the BSP and any other bwin.party
discretionary employee share plan. Shares subject to awards which have lapsed or been
surrendered are excluded when calculating this limit.
Performance targets
Awards under the BSP may be subject to performance targets which will be measured at the
end of a one-year performance period. The size of the bonus pool will be based on the
satisfaction of a combination of company, divisional and individual objective performance
measures; subject to the maximum bonus potential as determined by the bwin.party Board each
year.
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If the bwin.party Board considers that the performance conditions are no longer appropriate, it
may vary, waive or substitute the performance conditions, provided that the variation, waiver
or substitution is reasonable in the circumstances and, except for a waiver, is a fairer measure
of performance and is not materially less difficult to satisfy than the original conditions would
have been but for the event.
Normal vesting
Share awards will vest on a date set by the bwin.party Board and which may be up to three
years after the end of the performance period.
Options may be exercised in whole or in part at any time after the vesting date set by the
bwin.party Board and during the period of five years after which any unexercised part will
lapse.
Dividend equivalents
On vesting of a conditional share award or on exercise of an option, the bwin.party Board may
award the participant an amount equal in value to the dividends payable in respect of the
number of bwin.party Shares acquired for the period from the date the award was granted until
the vesting date.
Leavers
No bonus is paid where the participant leaves before the end of the performance period. In
addition share awards will be forfeited where a participant leaves the bwin.party Group for any
reason before vesting unless the participant leaves in good-leaver circumstances.
A participant is deemed to cease employment in good leaver circumstances in the event of
injury, ill-health, disability, retirement, redundancy, death, where there is a sale of the
employing business or company, or for other reasons specifically allowed by the bwin.party
Board.
Where a participant leaves the group as a good leaver, share awards will vest upon cessation
(or death) unless the bwin.party Board determines in its discretion that awards should continue
until the original vesting date.
Corporate events
Share awards will vest on a takeover, scheme of arrangement, merger or other corporate
reorganisation. The awards will not be subject to time pro-rating.
Rights attaching to shares
Any bwin.party Shares issued under the BSP will rank equally with shares of the same class
and in issue on the date of allotment except in respect of rights by reference to a record date
prior to the date of allotment.
Variations in share capital
Participants will be notified by the bwin.party Board where there is a variation in the share
capital of bwin.party, a demerger or a special dividend. Upon such an event the bwin.party
Board may adjust the share awards to take account of the impact of the event upon the share
awards.
(c)

bwin.party Global Share Plan (including the UK Share Incentive Plan) (“GSP”)
Summary
The GSP permits the grant of bwin.party Shares to employees as: (i) free bwin.party Shares;
(ii) bwin.party Shares purchased using contributions from employees; and (iii) free matching

334

bwin.party Shares. The bwin.party Board has power to decide which, if any, of these types of
award should be used.
The bwin.party Board has the authority to establish plans based on the GSP. The GSP operates
as an HMRC tax-advantaged plan in the UK and also operates a separate US function as
detailed below.
The GSP operates in conjunction with a trust, which will hold bwin.party Shares on behalf of
employees.
Benefits under the GSP are not pensionable.
Eligibility
All employees of bwin.party and any subsidiaries designated by the bwin.party Board as
participating companies are eligible to participate in the GSP, subject to employment with
bwin.party or a participating company for a qualifying period determined by the bwin.party
Board, which may not exceed 18 months.
Free bwin.party Shares
Awards of free bwin.party Shares worth up to a maximum of £3,000 (or equivalent) for
directors and £25,000 (or equivalent) for other eligible employees may be made each year. The
award may be subject to performance targets.
bwin.party has the 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 bwin.party Shares from the date of award. Unless otherwise specified all awards have
substantially the same terms. This flexibility enables awards to be granted in the most tax
efficient manner.
Awards are not transferable, except on death.
Purchased bwin.party Shares
The GSP provides for participants to be offered the opportunity to purchase bwin.party Shares
out of contributions from their pre-tax salary up to a maximum of £1,500 (or equivalent) in
each tax year, or 10 per cent. of salary if less.
Participants can stop saving at any stage. The participants’ contributions may be used to buy
bwin.party Shares immediately at a price equal to their market value at purchase. Alternatively,
contributions may be accumulated for up to 12 months before they are used to buy bwin.party
Shares. Where they are accumulated, the price at which they are acquired is the lesser of the
price at the beginning of the accumulation period and the end.
Matching bwin.party Shares
The GSP provides that where employees buy bwin.party Shares, they may be awarded
additional free matching bwin.party Shares by bwin.party on a matching basis, up to a
maximum of two matching bwin.party Shares for each purchased bwin.party Share. Matching
shares must be held for a minimum of three years. The type of matching bwin.party Share that
may be made and the circumstances in which it may be forfeited are the same as for free
bwin.party Shares described above.
The GSP may be operated on the basis that if a participant withdraws his/her corresponding
purchased shares before the three-year holding period, the linked matching shares will be
forfeited.
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Dividend bwin.party Shares
Participants receiving cash dividends in respect of bwin.party Shares held under the GSP may
re-invest the dividends through the trustee in additional bwin.party Shares. The number of
bwin.party Shares allocated to each participant will be calculated using the average price paid
by the trustee for the bwin.party Shares.
Dividend equivalents
Where a participant is the beneficial owner of free and matching bwin.party Shares awarded
under the GSP, dividends will accrue in the normal way. Where participants hold rights to
bwin.party Shares, the Board may on vesting award the participant an amount equal to the
value of dividends which would have been payable in the bwin.party Shares during the relevant
holding period.
Leavers
Generally, awards of free bwin.party Shares and matching bwin.party Shares must be held for
a period of three years at the discretion of bwin.party. If a participant leaves employment with
the bwin.party Group, his/her bwin.party Shares generally lapse unless he/she leaves as a good
leaver. This includes leaving through death, retirement, redundancy, injury or disability, or the
participant’s employing company or business being sold out of the group.
The participant can withdraw purchased bwin.party Shares from the GSP at any time.
Voting and other rights attaching to shares
Participants who hold restricted and purchased bwin.party Shares may direct the trustees as to
how to exercise the voting rights attributable to the bwin.party Shares held on their behalf. The
trustees will not exercise the voting rights unless they receive the participant’s instructions.
Participants who hold other types of award will not have any voting rights.
Awards made in the form of conditional share awards or nil-cost options will not hold any
shareholder rights until the bwin.party Shares have been acquired by the participant.
Any bwin.party Shares issued under the GSP will rank equally with bwin.party Shares of the
same class and in issue on the date of allotment except in respect of rights by reference to a
record date prior to the date of allotment.
Variations of share capital
Where participants hold rights to bwin.party Shares they will be notified by bwin.party where
there is a variation in the share capital of bwin.party, a demerger or a special dividend. In this
event bwin.party may adjust the awards in any way it considers appropriate to take account of
the impact of the event upon the awards.
Amendment
bwin.party may amend the GSP as it considers appropriate. However, shareholder approval will
be required to amend certain provisions of the GSP if the amendments benefit participants
(except for minor amendments to benefit the administration of the GSP, to take account of
changes in legislation or to obtain or maintain favourable tax, exchange control or regulatory
treatment).
This approval requirement relates to eligibility, individual and plan limits, the basis for
determining entitlements to bwin.party Shares, rights attaching to bwin.party Shares, rights in
the event of a variation in bwin.party’s share capital, and the amendment powers.
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(d)

bwin.party Rollover Option Plan
The bwin.party Rollover Option Plan was implemented in March 2011 to effect the grant of
rollover options over bwin.party Shares to replace options granted under former bwin.party
option plans. Options over shares of bwin.party Interactive Entertainment AG that remained
unexercised on a merger of bwin.party were rolled over into equivalent options over bwin.party
Shares on terms which reflected the exchange ratio that bwin.party Interactive Entertainment
AG shareholders benefitted from but otherwise reflected the underlying terms of those options.
The bwin.party Rollover Option Plan generally replicated the commercial terms of the
bwin.party option plans, save that the exercise price was expressed in pounds sterling (£) and
not Euros (€).
Key features of the bwin.party Rollover Option Plan are as follows:
•

the exercise price of each option reflected the exercise price of the option for bwin.party
Interactive Entertainment AG shares that it replaced, subject to the conversion of the
original euro exercise price into sterling by reference to the spot sterling/euro exchange
rate (as published in the UK Financial Times) on the Business Day prior to the merger
effective date; and

•

replacement options granted under the bwin.party Rollover Option Plan will vest, and
lapse, on the same date and in the same circumstances as the underlying option for
bwin.party Interactive Entertainment AG shares would have vested and lapsed.

Key terms of the historic options granted under the former plans are summarised as follows:
(i)

the bwin.party Employee Stock Option Plan.
Summary
Normal vesting is scheduled to take place in five equal annual tranches from one year
following the original date of grant of the option.
Vested options may normally be exercised within six months of the termination of
employment of a participant. Any unvested options will lapse on cessation of
employment except if the employment is termination by reason of incapacity, disability
or death in which case all unvested options will vest immediately and the exercise period
following termination for vested options will be extended to 12 months.
Options granted are not transferable except on death and participants are not entitled to
any dividends until the options have been exercised.
Any unexercised options will, at the discretion of bwin.party, either be exchanged for
options in the acquiring company on commercially equivalent terms or settled in cash
based on the Black Scholes value of the options at the date of the change of control
(taking account of the remaining terms of the options had the change of control not
occurred).

(ii)

Options granted to Mr Norbert Teufelberger.
Summary
Options granted under individual option arrangements have vested.
The options will lapse after the expiry of ten years from the date up on which they
vested.
If a participant ceases employment in certain circumstances including a Material
Adverse Change (as defined in the original option agreement), the participant may elect
to exercise his/her options or to receive a cash settlement.
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If a change of control (being an offer as defined in the City Code) occurs, each participant
is entitled to receive compensation in cash, in whole or in part, for the options (calculated
in accordance with the Black Scholes value at the date of the change of control based on
12 months’ volatility). Upon payment of this compensation the options will lapse.
(iii)

Options granted to members of the bwin Interactive Entertainment AG Supervisory
Board.
Summary
All options granted to members of the bwin Interactive Entertainment AG Supervisory
Board have vested.
The options granted are not subject to any special provisions on cessation of
employment and will lapse after the expiry of ten years from the date on which they
vested.

On a change of control any unexercised options will, at the discretion of the company, either
be exchanged for options in the acquiring company on commercially equivalent terms or settled
in cash based on the Black Scholes value of the options at the date of the change of control
(taking account of the remaining term of the options had the change of control not occurred).
(e)

bwin.party Bonus Banking Plan (“BBP”)
Summary
The BBP was intended to be operated on a one-off basis, shortly after completion of
bwin.party’s corporate merger with PartyGaming Plc and is administered by the bwin.party
Remuneration Committee. As a result of the introduction of the BBP, participants were not
granted any new awards under any other executive plans operated by the Company during the
BBP’s three-year performance period.
Benefits under the BBP are not pensionable.
All awards granted under the BBP have now vested and no further awards will be granted under
BBP.
The key terms of the BBP in respect of outstanding awards are as follows:
Corporate Events
On a takeover, scheme of arrangement, merger or other corporate transaction that includes a
change of control of bwin.party, the cash balance of the account will be paid to participants and
any bwin.party Shares transferred to them. Alternatively, bwin.party Shares may be exchanged
for shares in the acquiring company.
Rights attaching to shares
Any bwin.party Shares issued under the BBP will rank equally with shares of the same class
and in issue on the date of allotment except in respect of rights by reference to a record date
prior to the date of allotment.
Variations in share capital
Participants will be notified by the bwin.party Remuneration Committee where there is a
variation in the share capital, a demerger or a special dividend. In these circumstances, the
bwin.party Remuneration Committee may adjust the share accounts to reflect the impact of the
relevant event on shareholders.

(f)

PartyGaming All-Employee Option Plan (“PG AEOP”)
Under the PG AEOP, all employees excluding the PartyGaming executive directors were
eligible to receive fair market options. These awards vested over three years and were not
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subject to any performance conditions. These awards, when exercised are satisfied by the
issuance of new shares. No new awards have been granted since 2010.
Awards and options under the PG AEOP are not pensionable.
All awards granted under the PG AEOP have now vested and no further awards will be granted
under PG AEOP.
The key terms of the PG AEOP in respect of outstanding awards are as follows:
Corporate events
If there is a takeover or scheme of arrangement, options will become exercisable immediately
for a limited period.
Alternatively, participants may be allowed or required to exchange their options for similar
options over shares in the acquiring company. If an option is exchanged and the participant
leaves employment for any reason during the next 12 months, his option will be exercisable for
a limited period.
Rights attaching to shares
Participants will not have dividend or voting rights in respect of ordinary shares under award
or option, until such shares have been issued or transferred to them. Any shares issued under
the PG AEOP will rank equally in all respects with shares of the same class in issue on the date
of allotment, except in respect of rights by reference to a prior record date.
Variation of share capital
In the event of a variation in share capital, a demerger and/or special dividend, the directors or
the trustee may adjust awards and options as they consider appropriate.
(g)

PartyGaming Share Option Plan (“PG SOP”)
Employees eligible to receive options under the PG SOP included any employee, executive
director or self-employed consultant of the PartyGaming group and benefits under any award
were not pensionable.
All options granted under the PG SOP have vested and will be satisfied using shares from the
employee trust, subject to confirmation of the trust holding. No further options will be granted
under the PG SOP.
The key terms of the PG SOP while options remain outstanding are as follows:
Exercise of options
Options granted under the PG SOP are exercisable during the period of ten years from the date
of grant, unless the directors determine otherwise.
Corporate events
On a change of control of the company, subject to the consent of the acquiring company,
options may be replaced with equivalent rights in relation to an appropriate number of shares
in the acquiring company and such replacement rights will be exercisable in accordance with
the vesting schedule, subject to applicable leaver provisions. If the acquiring company does not
so consent, the options will be exercisable within such period as the company may determine.
Variation of share capital
If there is a variation in share capital including by way of capitalisation or rights issue or any
consolidation, sub-division or deduction, a demerger and/or super dividend, the directors may
adjust awards and options as they consider appropriate.
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Rights attaching to shares
Any shares transferred on the exercise of an option under the PG SOP will rank equally in all
respects with shares in issue on the date of transfer, except in respect of rights by reference to
a prior record date.
11.

EMPLOYEES

11.1 The GVC Group
At the end of each of the financial years ended 31 December 2012, 31 December 2013 and
31 December 2014 and to 31 October 2015 (being the latest practicable date prior to the publication
of this document), GVC has had two employees being the GVC Executive Directors.
The number of permanent employees of other members of the GVC Group at the end of each of the
financial years ended 31 December 2012, 31 December 2013 and 31 December 2014 and to
31 October 2015 (being the latest practicable date prior to publication of this document) was as
follows:
Location of employment
Israel
Malta
United Kingdom
Channel Islands
Republic of Ireland
Slovakia
Denmark
Uruguay
Philippines
Contractors
Total
*

31 December
2012*

31 December
2013

31 December
2014

31 October
2015

51
16
14
83
51
–
7
122
21
38
––––––––
403

53
29
143
5
49
–
2
120
59
38
––––––––
498

49
46
156
2
102
5
2
99
80
40
––––––––
581

56
59
154
2
60
8
2
98
85
40
––––––––
564

––––––––

––––––––

––––––––

––––––––

Employee numbers for 2012 do not include Sportingbet plc, as at that time it was not part of the GVC Group.

The main categories of activity of GVC Group’s employees are marketing, business development,
IT support, customer services and trading.
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11.2 The bwin.party Group
At the end of each of the financial years ended 31 December 2012, 31 December 2013 and
31 December 2014 and to 31 October 2015 (being the latest practicable date prior to the publication
of this document), the number of permanent employees of bwin.party was:
Location of employment
Austria
Bulgaria
France
Gibraltar
India
Israel
Italy
Malta
Spain
Sweden
UK
Ukraine
USA
Other
Directors*
Consultants, free lancers and interns
Total
*

12.

31 December
2012

31 December
2013

31 December
2014

31 October
2015

687
367
–
432
847
79
71
–
–
55
234
121
52
28
15
749
––––––––
3,737

665
329
–
387
734
89
69
–
–
47
219
176
67
29
11
803
––––––––
3,625

569
300
–
330
547
46
64
–
–
34
246
88
82
22
10
763
––––––––
3,101

530
277
1
308
478
11
33
12
5
–
212
56
15
–
11
591
––––––––
2,540

––––––––

Includes both executive and non-executive directors.

––––––––

––––––––

––––––––

AIII 3.3

MAJOR SHAREHOLDERS

12.1 Set out below are, insofar as is known to GVC, the names of those persons who, directly or indirectly,
have an interest in 3 per cent. or more of the issued share capital of GVC as at the date of this
document.

Name
Richard Griffiths and
controlled undertakings
DBS Advisors Ltd
Marathon Asset Management
Henderson Volantis Capital
Mark Blandford
M&G Investment Management
Hargreaves Lansdown
Commerzbank (as principal)
Capital Research &
Management
Rockridge Investments
TD Waterhouse

Percentage of
GVC Shares
held as at
31 October
2015

No. of GVC
Shares held
immediately
following
Admission

Percentage
of GVC
Shares held
immediately
following
Admission

8,238,450*
6,621,118
3,681,347
3,147,629
2,641,848
2,325,000
2,106,211
2,073,494

13.44 per cent.
10.81 per cent.
6.01 per cent.
5.14 per cent.
4.31 per cent.
3.79 per cent.
3.44 per cent.
3.38 per cent.

8,948,450
6,621,118
9,381,347
3,147,629
2,641,848
3,725,000
2,106,211
2,073,494

3.06 per cent.
2.27 per cent.
3.21 per cent.
1.08 per cent.
0.90 per cent.
1.28 per cent.
0.72 per cent.
0.71 per cent.

2,038,442
2,000,000
1,989,982

3.33 per cent.
3.26 per cent.
3.25 per cent.

9,088,442
2,474,000
1,989,982

3.11 per cent.
0.85 per cent.
0.68 per cent.

No. of
GVC Shares
held as at
31 October
2015

AIII 5.2.2
AI 18.1

*As at 6 November 2015

12.2 No holder of GVC Shares has voting rights different from other holders of GVC Shares.
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12.3 As at 12 November 2015 (being the latest practicable date prior to publication of this document), GVC
is not aware of (i) any person or persons who, directly or indirectly, owns or controls GVC or (ii) any
arrangements the operation of which may at a subsequent date result in a change in control in GVC.

AI 18.3

13.

AI 19

RELATED PARTY TRANSACTIONS

13.1 Save as described (i) in note 21 to the GVC Group’s historical financial information to the year ended
31 December 2012, (ii) in note 23 to the GVC Group’s historical financial information to the year
ended 31 December 2013, (iii) in note 21 to the GVC Group’s historical financial information to the
year ended 31 December 2014 (in each case as set out in Part 3 of this document), and (iv) below,
there were no related party transactions entered into by GVC or any member of the GVC Group
during the period covered by Part 3, and during the period up to the date of publication of this
document:
(a)

Lee Feldman is the managing partner of Twin Lakes Capital, a private equity firm based in New
York. In the period from 1 January 2015 up to the date of this document, Twin Lakes Capital
received €37,500 from the GVC Group in relation to office services.

(b)

From 1 January 2015 up to the date of this document, Lee Feldman has received dividends of
€81,203 in respect of his beneficial interest in the ordinary share capital of the GVC Group.

(c)

From 1 January 2015 up to the date of this document, Kenneth Alexander has received
dividends of €72,633 in respect of his beneficial interest in the ordinary share capital of the
GVC Group.

(d)

From 1 January 2015 up to the date of this document, Kenneth Alexander’s wife has received
dividends of €175,466 in respect of her beneficial interest in the ordinary share capital of the
GVC Group.

(e)

From 1 January 2015 up to the date of this document, Richard Cooper has received dividends
of €2,800 in respect of his beneficial interest in the ordinary share capital of the GVC Group.

(f)

From 1 January 2015 up to the date of this document, Richard Cooper’s wife has received
dividends of €186,350 in respect of her beneficial interest in the ordinary share capital of the
GVC Group.

(g)

Karl Diacono is the chief executive officer of Fenlex Corporate Services Limited (“Fenlex”), a
corporate services provider incorporated in Malta. In the period from 1 January 2015 up to the
date of this document, the GVC Group paid to Fenlex €103,254 in relation to corporate service
provider fees for corporate services provided to the GVC Group in Malta.

(h)

The participation by Lee Feldman, Kenneth Alexander and Richard Cooper in the Fundraising
constitutes a related party transaction under Rule 13 of the AIM Rules for Companies.

(i)

Richard Griffiths and controlled undertakings (“Richard Griffiths”) owned, as at 6 November
2015, 13.44 per cent. of the Company’s existing ordinary share capital and is therefore treated
as a related party of the Company under Rule 13 of the AIM Rules for Companies as a
substantial shareholder. Richard Griffiths’ participation in the Placing is therefore treated as a
related party transaction for the purposes of the AIM Rules for Companies.

13.2 Save as described in bwin.party’s Interim Results Announcement 2015 set out in Note 12 and the
bwin.party Group’s historical financial information for the three years ended 31 December 2014, 2013
and 2012 set out in Notes 26, 27 and 26 respectively, there were no related party transactions entered
into by bwin.party or any member of the bwin.party Group during the financial years ended
31 December 2014, 2013 and 2012, the six months ended 30 June 2015 and during the period up to
11 November 2015 (being the latest practicable date prior to the date of publication of this document).
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14.

ADDITIONAL INFORMATION ON THE GVC DIRECTORS

14.1 As at the date of this document and save as set out below, the GVC Directors have not held any
directorships of any other company or been a partner in any partnership (other than companies in the
GVC Group and companies which are subsidiaries of companies of which the GVC Directors are
directors) at any time in the five years preceding the date of this document:
Director

Current directorships

Past directorships

Lee Feldman

LRN Corporation
Twin Lakes Capital LLC
MacKenzie-Childs LLC
Jay Strongwater LLC
PacificHealth Laboratories

None

Kenneth
Alexander

None

None

Richard Cooper

None

None

Karl Diacono

APAC Holdings (Malta) Limited
A to Z Dynamics Limited
Evoke Gaming ( formerly Bonnier
Gaming Malta Ltd (formerly Bertil
Pa Internet Bingo Limited)
Besedo Limited
Caero Solar Limited
Caero Invest Holdings Limited
CCS Limited
CSU Corporate Services Limited
Dargell Holdings Limited
Dargell Investments Limited
Fenlex Corporate Services Limited
Fenlex Holding and Services Limited
GarterMaker Limited
Kantara Proparco 1 Limited
Lehmann-Art Limited
Lepanto Holdings Limited
Lepanto Limited
Materials and Technology Limited
North Atlantic Holdings Limited
Northlight Holdings Limited
Northlight Investments Limited
Petrokim Energy Holding Limited
Petrokim Trading Limited (formerly
Trinity International Trade Limited)
Rashel-Art Limited
Rubino Catering Limited
Seabourme Limited
Six Trees Holdings Limited
Slovak Bioethanol Corporation
Limited
Snowie Games Limited
Snowie Holding Limited
Soft Capital Holdings Limited
Vangala Limited
Woodsmith Investment Limited
Yoganto Finance Limited

36 Gaming Limited (formerly Ibutler
Games Limited)
Accerta Limited
Bet3G Limited
Diacono Limited
Equiventus SARL
Evanescent Limited
H&P Corporate Services Limited
IBC Ltd (formerly Ibutler Casino)
Know How Gaming Limited
Lexicom Translation Services Limited
Metropolis Limited
Noubet Games Limited
Playgames on Line Limited (formerly
Bonobet Limited)
RVG Tech Limited R2010 Limited
Sclavo Diagnostics S.P.A.
Tempo Gaming Limited
Lexicom Translation Services Limited
(in dissolution)
KAD Services Limited (formerly
KAD Yachting Limited)
Impetus Europe Consulting Group
Limited (in voluntary liquidation)
Bet 3G Ltd
The Greenoffset Company Limited
Snowie International Limited
Snowie Solutions Limited
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14.2 None of the GVC Directors currently are, or have been over the five years preceding the date of this
document, members of any partnership other than Lee Feldman who was a member of Wall Rental
Property (a general partnership which was dissolved on 21 December 2012).
14.3 Neither any of the GVC Directors nor the Proposed Director have any potential conflicts of interest
between their duties to GVC and their private interests and/or their duties to third parties.

AI 14.2

14.4 For at least the previous five years, none of the GVC Directors have:

AI 14.1

15.

(a)

any convictions in relation to fraudulent offences;

(b)

had a bankruptcy order made against him or made an individual voluntary arrangement;

(c)

been a director of a company which has been placed in receivership, compulsory liquidation,
creditors voluntary liquidation, administration, company voluntary arrangement or made any
composition or arrangement with its creditors generally or of any class of its creditors whilst
he was a director of that company or within 12 months after he ceased to be a director of that
company;

(d)

been a partner in a partnership which has been placed in compulsory liquidation, administration
or made a partnership voluntary arrangement whilst he was a partner in that partnership or
within 12 months after he ceased to be a partner in that partnership;

(e)

had any asset placed in receivership or any asset of a partnership in which he was a partner
placed in receivership whilst he was a partner in that partnership or within 12 months after he
ceased to be a partner in that partnership; or

(f)

been subject to any official public incrimination and/or sanctions or publicly criticised by any
statutory or regulatory authority (including recognised professional bodies) or disqualified by
a court from acting as a member of the administrative, management or supervisory bodies or
as a director of a company or from acting in the management or conduct of the affairs of any
company.
AI 16.1

GVC DIRECTORS’ SERVICE AGREEMENTS AND ENTITLEMENTS

15.1 The GVC Directors have entered into service agreements or letters of appointment with GVC as
follows:
(a)

GVC Executive Directors
Each of the GVC Executive Directors has entered into a service agreement with GVC. The
principal terms are summarised below:
Annual
salary
(£)

Director

Job title

Kenneth Alexander
Richard Cooper

Chief Executive Officer
Group Finance Director

*

731,231
402,518

Other
benefits
(£)

Date of
Service
Agreement

30,000* 19 April 2010
Nil 19 April 2010

GVC provides Kenneth Alexander with an annual allowance of £30,000 for accommodation as he is resident in
Scotland but is at times required to work in London.

The service agreements are terminable on 12 months’ notice by either GVC or the GVC
Executive Director. The salaries are subject to annual review by GVC’s Board (through the
Remuneration Committee). The eligibility of each GVC Executive Director to participate in
bonus schemes will be set by the Remuneration Committee in its sole discretion. As referred
to in paragraph 15.2, following the Acquisition there will be no annual bonus arrangements in
place for the GVC Directors.
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The GVC Executive Directors are entitled to 25 working days’ annual holiday plus usual UK
bank holidays.
Each of the GVC Executive Directors is also subject to non-competition, non-solicitation, nondealing and non-poaching covenants in favour of GVC for a period of 12 months following the
cessation of their employment.
Following Completion, in the event that either of the GVC Executive Directors is given notice
of termination without cause or resigns for a good reason then that GVC Executive Director
shall be entitled to:
(i)

a payment equivalent to two year’s salary/fees and bonus;

(ii)

any unpaid bonus for the prior completed bonus year;

(iii)

a pro-rata bonus for the current bonus year (being the average of the preceding 12
months); and

(iv)

maximum discretions being exercised under the LTIP, 2015 LTIP and any successor
plans.

For these purposes:
(A)

cause means termination with grounds for summary termination; and

(B)

good reason means a repudiatory breach of contract by GVC (which includes but is not
limited to a material diminution in his status and/or responsibilities).

The calculation of the two years’ bonus shall be determined based on the period of two years
ending on 31 December 2015 and shall exclude any transaction bonus and any bonus paid
under the Retention Plan.
The service agreements are governed by English law.
(b)

GVC Non-executive Directors
Each of the GVC Non-executive Directors has entered into a letter of appointment with GVC.
The principal terms are summarised below:
Director

Job title

Lee Feldman
Karl Diacono2

Non-executive Chairman
Non-executive Director

Annual fee

Other Date of Letter
benefits of Appointment

£130,000
€69,000

£50,0001 19 April 2010
Nil 19 April 2010

Notes:
1.

Office allowance.

2.

In light of the increased complexity and risk profile of the business following the Acquisition, it has been agreed
that Karl Diacono’s fees will be increased to €100,000, as agreed by the Remuneration Committee on
12 November 2015.

The GVC Non-executive Director letters of appointment are terminable on three months’
written notice by either party. The appointments are contingent on satisfactory performance
and will cease without compensation in the event that the GVC Non-executive Director is not
re-elected by GVC Shareholders in accordance with the GVC Articles.
If at any time a GVC Non-executive Director is considering taking on any new directorships,
appointments or interests which might give rise to a conflict of interest with GVC, he must first
discuss the matter with the GVC Chairman and obtain a GVC Board resolution authorising
such appointment.
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The Remuneration Committee has discretion to award the GVC Non-executive Directors
additional bonuses. However, as referred to in paragraph 15.2, following the Acquisition there
will be no annual bonus arrangements in place for the GVC Directors.
Following Completion, in the event that Lee Feldman is given notice of termination without
cause or resigns for a good reason then he shall be entitled to:
(i)

a payment equivalent to two year’s salary/fees and bonus;

(ii)

any unpaid bonus for the prior completed bonus year;

(iii)

a pro-rata bonus for the current bonus year (being the average of the preceding 12
months); and

(iv)

maximum discretions being exercised under the LTIP, 2015 LTIP and any successor
plans.

For these purposes:
(A)

cause means termination with grounds for summary termination; and

(B)

good reason means a repudiatory breach of contract by GVC (which includes but is not
limited to a material diminution in his status and/or responsibilities).

The calculation of the two years’ bonus shall be determined based on the period of two years
ending on 31 December 2015 and shall exclude any transaction bonus and any bonus paid
under the Retention Plan.
The GVC Non-executive Director letters of appointment are governed by Isle of Man law.
(c)

Remuneration of GVC Directors for the three years ended 31 December 2014
In the financial years ended 31 December 2014, 31 December 2013 and 31 December 2012,
the amount of remuneration paid or accrued (including any contingent or deferred
compensation) and benefits in kind granted to each of the GVC Directors for services to GVC
were as follows:
Year ended 31 December 2014

Director
Kenneth Alexander
Richard Cooper
Lee Feldman
Karl Diacono
*

Principally healthcare

**

Office allowance

Benefits in
kind*

Salary/Fees
(€)

Bonus
(€)

931,231
491,621
158,036
69,000

3,496,827
1,793,821
1,391,524
69,000

Salary/Fees
(€)

Bonus
(€)

Benefits in
kind
(€)

833,207
453,297
153,061
115,090
69,000

2,087,498
1,087,064
761,103
21,000
–

2,877
4,236
–
–
–

€2,431
€3,448
£50,000**
–

Total
(€)
4,430,489
2,288,890
1,549,560
138,000

Year ended 31 December 2013

Director
Kenneth Alexander
Richard Cooper
Lee Feldman
Nigel Blythe-Tinker*
Karl Diacono
*

Stepped down from the Board on 17 January 2014
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Total
(€)
2,923,582
1,544,597
914,164
136,090
69,000

Year ended 31 December 2012

Director
Kenneth Alexander
Richard Cooper
Lee Feldman
Nigel Blythe-Tinker
Karl Diacono

Salary/Fees
(€)

Bonus
(€)

Benefits in
kind
(€)

746,326
410,479
160,368
120,584
56,250

826,698
413,349
413,349
19,500
–

2,974
4,503
–
–
–

Total
(€)
1,575,998
828,331
573,717
140,084
56,250

No pension contributions were made on behalf of the GVC Directors in the three years to
31 December 2014.
(d)

Amounts set aside by GVC
The GVC Group does not operate any pension schemes. The GVC Group, as part of general
remuneration arrangements, makes payments directly to employees as a pension contribution
allowance. In some jurisdictions in which the GVC Group has employees, there are
government schemes into which the employing company or branch must make payments.

15.2 The following bonus schemes are currently in place for the benefit of the GVC Directors but
will not continue to apply after the Acquisition:
(a)

Annual bonuses for GVC Directors
If, during, or in relation to, any financial year, GVC declares and pays a dividend or dividends
for a total amount which exceeds €0.3599 per GVC Share (which target may be amended in
the future by the Remuneration Committee at its absolute discretion), GVC will pay to Lee
Feldman, Kenneth Alexander and Richard Cooper an aggregate bonus payment of an amount
equal to 10 per cent. of the aggregate dividends paid, which payment shall be divided between
Lee Feldman, Kenneth Alexander and Richard Cooper as follows:
Director
Kenneth Alexander
Richard Cooper
Lee Feldman

Percentage entitlement to
additional annual bonus
50
25
25

Conditional upon Completion, the annual bonus will be cancelled with effect from the start of
the financial year 2016. The remainder of the annual bonus for the financial year ended
31 December 2015 will be paid on Completion, on the basis of assuming a €0.56 dividend for
the financial year ended 31 December 2015.
(b)

Dividend bonuses for GVC Directors
If, during, or in relation to any financial year GVC declares and pays a dividend or dividends
for a total amount of €0.55 or more per GVC Share, GVC will pay to Lee Feldman, Kenneth
Alexander and Richard Cooper a bonus equivalent to one year’s salary (or fees, as the case may
be) in such year.
Conditional upon Completion, the dividend bonus will be cancelled with effect from the start
of the financial year ended 31 December 2016. The remainder of the dividend bonus for the
financial year ended 31 December 2015 will be paid on the Completion, on the basis of
assuming a €0.56 dividend for the financial year ended 31 December 2015.
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(c)

Retention Plan
GVC implemented the Retention Plan on 26 March 2015. Each Participant will receive cash
payments which in total equal the “in-the-money” value of awards they surrendered at the same
time.
These amounts are as follows:
(i)

Kenneth Alexander: £4,482,752;

(ii)

Richard Cooper: £2,241,376; and

(iii)

Lee Feldman: £2,241,376,

together the Participants.
Under the Retention Plan:
(i)

total cash payment due to each Participant shall be divided by eight and the sum paid
quarterly over a period of two years;

(ii)

in the event a Participant’s service is terminated by GVC for cause (as defined in their
service agreement or letter of appointment) or he resigns during the two year period
(other than due to serious illness or repudiatory breach by GVC of his service
agreement), he will not be entitled to receive any further Retention Plan payments;

(iii)

all payments will become payable on a change of control of GVC; and

(iv)

the total sum received by each Participant shall flex to reflect any government imposed
change (up or down) in the amount of tax payable by each Participant on his Retention
Plan payments such that he is left in the same position as would have been the case had
the change not occurred and had the Award been exercised in full on 27 March 2015.

As part of the Retention Plan, and to compensate the Participants for the loss of the dividend
credit they would have received on their Awards, the Participants continue to receive a cash
payment at the time the dividends are paid, equal to what they would have received had they
exercised their Awards. However, these notional shareholdings are treated as reducing by one
eighth quarterly over the same two year period as the Retention Plan, such that following the
date of the last Retention Plan payment no further payments will be due to the Participants in
lieu of the dividend credit.
Conditional upon the Scheme becoming Effective, the Retention Plan will provide for all of the
cash payments to be paid to the Participants immediately following Completion. 100 per cent.
of the after tax proceeds received by the Participants under the Retention Plan will be reinvested into GVC Shares in the Fundraising at the Issue Price.
In addition, the estimated cash payments that would have been received on the notional
shareholdings over the remaining period to March 2017, assuming a €0.56 dividend is paid on
the declining balance of GVC Shares that would have been held, will also be paid to the
Participants immediately following Completion. 100 per cent. of the after tax proceeds
received by the Participants in relation to these payments will also be re-invested into GVC
Shares off-market after Completion.
The GVC Shares so acquired will be subject to a 12 month lock-in period from the Completion.
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(d)

Transaction bonuses for GVC Directors
Conditional upon Completion, the following success bonuses will be paid to the GVC
Directors:
(i)

Kenneth Alexander: £731,850;

(ii)

Lee Feldman: £731,850;

(iii)

Richard Cooper: £402,518; and

(iv)

Karl Diacono: €69,000.

100 per cent. of the after tax proceeds received by Lee Feldman, Kenneth Alexander and
Richard Cooper under the success bonus will be re-invested into GVC Shares in the
Fundraising at the Issue Price.
The GVC Shares so acquired by Lee Feldman, Kenneth Alexander and Richard Cooper will be
subject to a 12 month lock-in period from Completion.
(e)

Annual Bonus arrangements after the Acquisition
Following Completion, GVC will have no annual bonus arrangements in place for the GVC
Directors. The only incentive arrangements for the GVC Directors will be, subject to the
approval of GVC Shareholders, the proposed grant of options under the 2015 LTIP, as outlined
in paragraph 9.3(b) of Part 10.

15.3 GVC has granted an indemnity to each GVC Director in relation to all expenses, including legal fees,
and all judgements, fines and amounts paid in settlement and reasonably incurred by the relevant GVC
Director who is a party, or threatened with being made a party, to any legal proceedings by reason of
the fact that he is or was a director of GVC. The indemnity is subject to the 2006 Act.
15.4 Save as set out in this paragraph 15 of Part 10, there are no existing or proposed service agreements
between any of the GVC Directors and GVC or any member of the GVC Group.
15.5 Other than payment of salary and benefits in lieu of notice and the specific terms referenced above,
the GVC Directors’ service agreements and letters of appointment do not provide for benefits upon
termination of employment.
15.6 The aggregate remuneration paid and benefits in kind granted to the GVC Directors, including
amounts paid from all members of the GVC Group during the year ended 31 December 2014,
amounted to €8,698,734, which amount included fees and a bonus paid to Nigel Blythe-Tinker, a
former director of GVC who resigned on 17 January 2014.
15.7 Norbert Teufelberger, current CEO of bwin.party, has entered into a letter of appointment to join the
board of the Enlarged Group as a non-executive director, conditional on Completion.
Norbert Teufelberger’s role on the Board will be to help with the integration of bwin.party into the
GVC Group and with implementation of the post-Completion plan. He will also advise in relation to
the GVC Group’s strategy in German-speaking markets.
It is proposed that Norbert Teufelberger will receive an annual fee of £175,000 and will be granted an
Option over 200,000 GVC Shares under the 2015 LTIP, on the terms set out in paragraph 9.3(b).
Norbert Teufelberger’s appointment will be for an initial term of 2 years and continuation of his
appointment is contingent on satisfactory performance and will cease without compensation in the
event that he is not re-elected by GVC Shareholders in accordance with the GVC Articles. His
appointment is also terminable immediately if his directorship becomes untenable due to a conflict of
interest or for any other reason.
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If at any time external appointments or interests give rise to a conflict of interest with GVC, Norbert
Teufelberger must disclose these to the GVC Board.
Norbert Teufelberger’s letter of appointment will be governed by English law.
16.

AIII 3.1

WORKING CAPITAL

The Company is of the opinion that the working capital available to the GVC Group is sufficient for its
present requirements, that is, for at least 12 months from the date of this document.
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17.

AI 20.8

GVC’S LEGAL AND ARBITRATION PROCEEDINGS

Save as disclosed in this paragraph, there are no governmental, legal or arbitration proceedings (including
any such proceedings which are pending or threatened of which GVC is aware) which may have, or have had
during the 12 months prior to the date of this document, a significant effect on GVC and/or the GVC Group’s
financial position or profitability and, following Completion, the Enlarged Group and/or the Enlarged
Group’s financial condition or profitability.
17.1 Claims by Codere in Spain
In November and December 2011 a Spanish company, Codere, applied for injunctions against the
Sportingbet Group (being (i) Internet Opportunity Entertainment (Sports) Limited; (ii) Interactive
Sports; (iii) Spread Your Wings Limited (iv) Sportingbet Management Services Limited;
(v) Sportingbet Spain; and (vi) Sportingbet PLC) and other gaming operators in different Spanish
courts in order to stop their sites trading on the basis of unfair competition.
The claim was based on Codere being unable to operate in Spain under Spanish law whilst the
international online gaming companies claimed they were permitted to under EU law. Codere was
unsuccessful in its applications against other operators. However, Codere was successful before
the Madrid Commercial Court in its application against the Sportingbet Group. As a result, the
Sportingbet Group immediately complied with the injunction and ceased accepting business from the
Spanish market, including through www.miapuesta.com. In January 2014, the Court of Appeal
resolved that the First Instance decision to grant the interim measures against the Sportingbet Group
was incorrect and that the Sportingbet Group was therefore entitled to its costs of the proceedings at
first instance and to claim damages from Codere. The Sportingbet Group filed its claim for damages
on 15 July 2015. Due to a potential technical error in the original service, the claim was re-filed on
22 October 2015. The relevant Court has orally confirmed that the claim was filed in July and not in
October but that the period for Codere to respond to the claim will be restarted. This determination of
the Court has not yet been confirmed in a written resolution.
The resolution of January 2014 is not subject to appeal but Codere has requested it is annulled on the
basis of an alleged infringement of constitutional rights and this request is pending resolution. The
Sportingbet Group filed its opposition to the petition of nullity and this judgment is also pending.
In December 2014, a writ was filed on behalf of the Sportingbet Group for legal fees totalling
€426,509.95. Codere successfully requested the suspension of the proceedings regarding the valuation
of the costs of the proceedings at first instance. The appeal of this decision is pending resolution.
The Court of Appeal resolved in September 2014 that the First Instance Court was the competent
Court to deal with the damages claim related to the interim measures. An appeal by Codere of this
resolution is pending.
Codere filed its main claim against Sportingbet companies on 23 January 2012 on the grounds of unfair
competition. This claim was served on the Sportingbet Group (with the exception of Interactive Sports)
in 2012. The Court has declared that it is competent to hear the disputes. The preliminary hearing was
originally scheduled for 19 May 2015 but this has now been postponed until 2 February 2016.
The trial of the main claim is expected to take place mid to late 2016.

350

ESMA 124 – 125

Interactive Sports and Spread Your Wings Spain were served with the main claim in April 2013. The
Court has declared that it is competent to hear the disputes. The trial of the claim against Interactive
Sports and Spread Your Wings Spain are expected to take place at the same time as the claim against
the other Sportingbet parties.
The Spanish Courts have ruled in favour of Pokerstars, the bwin.party Group and Betfair in relation
to similar claims brought against them by Codere, on the basis that a legal vacuum existed before the
introduction of betting and gaming licences.
Codere is in a pre-insolvency situation and has acknowledged that there is uncertainty regarding its
capacity to meet its current financial obligations.
Whilst the dispute summarised above may impact GVC, William Hill Australia has agreed to
indemnify GVC in respect of any actions, proceedings and losses which GVC or the GVC Group may
suffer or incur which arise out of the Codere litigation summarised in this paragraph. This indemnity
is uncapped. Any award by the Spanish Court for the reimbursement of legal fees would be repayable
to William Hill. GVC has received payment in the amount of €64,061.43 of the €364,225.68 total
which it has sought to recover from William Hill Australia.
17.2 Dispute between Santa Casa, IOE and Sportingbet in Portugal
Internet Opportunity Entertainment (Sports) Limited (“IOE”) and Sportingbet plc were served with
an injunction in Portugal in 2006 in relation to sponsorship by Sportingbet of the football club,
Sporting Club de Braga. The injunction was obtained by Santa Casa da Misericórdia de Lisboa, which
holds the exclusive rights to operate lotteries and gaming competitions in Portugal.
The parties were invited by the Judge at the Preliminary Hearing in March 2015 to reach an agreement
by 7 April 2015 but no such agreement could be reached. As such, the Court ruled an immediate
conviction on some of the claims against Sportingbet and IOE, including the illegality of the
Sportingbet and IOE’s activity and advertising in Portugal.
On 11 June 2015, the Court jointly condemned Sportingbet and IOE to a penalty payment of a
minimum compensation amount of €50,000.00 for each breach of the prohibition to undertake any
advertising or disclosure of Sportingbet.com. Although it is not believed that the mere existence of the
website would comprise a breach, since the Court’s decision did not clearly define what exactly would
constitute a single breach, GVC’s advisors are not able to accurately quantify GVC’s maximum
exposure in connection with this judgment.
Sportingbet and IOE both appealed the judgment on 13 July 2015 and Sportingbet consequently shut
the relevant Portuguese website down on 5 August 2015.
17.3 Federal Sportsbook licence application in Germany
GVC’s German facing business, Spread Your Wings Germany Limited (“SYWG”) unsuccessfully
applied for a federal Sportsbook licence in Germany. SYWG was not called for interview. Following
this a request was submitted to be readmitted to the applications process on the basis that the regulator
applied a wrongful and misleading interpretation of two key accountancy terms in the application
forms and that the information submitted was sufficient to qualify SYWG. The competent regulator,
the Ministry of the Interior and for Sports of the German State of Hesse (“Mol Hesse”) served a
formal rejection in September 2014.
SYWG applied for an injunction forbidding Mol Hesse from granting concessions until the main
claim by SYWG is decided in a legally binding way and to stop any licensing before the application
for injunctive relief is decided in a legally binding way. A decision is pending. Granting of
concessions was stopped by the competent Wiesbaden Administrative Court in four key decisions.
Following an appeal filed by the MoI Hesse, in a ruling of 16 October 2015 the Higher Administrative
Court of Hesse as appellate court confirmed the decision of the Administrative Court of Wiesbaden in
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one of the pending cases. Therefore, the granting of all concessions is now on hold until the main
proceedings have come to an end.
An administrative claim has been filed in relation to SYWG’s application for a concession but does
not yet include a formal motion. It is expected that it will take approximately a year to obtain a
determination and there is then the right to appeal to the higher administrative court in Hesse and the
Federal Administrative Court (Bundesgerichtshof). Also, courts may submit further preliminary
questions to the CJEU.
There is currently one case before the CJEU (C-336/14(Ince)) challenging the federal legislation and
in particular the German Sportsbook licence tender, referred by a lower instance German criminal
court. The Advocate-General submitted his opinion on 22 October. A ruling is expected in Q1 of 2016.
18.

LEGAL AND ARBITRATION PROCEEDINGS OF THE BWIN.PARTY GROUP

Save as disclosed in this paragraph, there are no governmental, legal or arbitration proceedings (including
any such proceedings which are pending or threatened of which GVC is aware) which may have, or have had
during the 12 months prior to the date of this document, a significant effect on the financial position or
profitability of the bwin.party Group and, following Completion, the Enlarged Group and/or the Enlarged
Group’s financial condition or profitability.
18.1 Argentina: Amparo proceedings initiated by bwin.party Argentina S.A.
In 2007, bwin Argentina S.A. (“bwin Argentina”) filed an amparo complaint (protective order)
requesting extraordinary constitutional protection to operate its licence granted by the gaming
regulatory authority of the Argentinean Province of Misiones in case of any threat or act from any
specific third parties. On 26 June 2012, the court rejected the amparo complaint. Following a final
decision against bwin Argentina with regard to requesting constitutional protection to operate its
licence granted in the Province of Misiones, bwin Argentina must bear all costs of the proceedings
(including fees of the counsels to the prevailing parties). As a result of various freezing orders, a total
amount of approximately ARS 11 million (approximately €1 million) has been frozen in local bank
accounts held at BBVA Banco Francés and Banco Hipotecario. bwin Argentina has challenged the
freezing orders on the grounds that the sums frozen are not proportionate to the debts. On
14 November 2013, the Federal Court of Appeal confirmed a decision pursuant to which the basis for
calculating the legal fees is the amount of bwin Argentina’s profits from February 2008 to December
2012. bwin Argentina appealed this decision. In August and December 2014 respectively, bwin
Argentina was notified of the Supreme Court’s decisions rejecting bwin Argentina’s appeal and
subsequent extraordinary appeal. As a result of these proceedings, fees in the total amount of approx.
ARS 22.5 million plus 21 per cent VAT (approximately €2.2 million plus VAT), have been awarded to
various defendants.
From December 2014 until September 2015, the first instance judge issued several orders to release
amounts of in total approx. ARS 13 million (approximately €1.2 million) to defendant counsels.
bwin Argentina filed a motion with the Supreme Court requesting a stay of the enforcement
proceedings. On 8 September 2015, the Supreme Court rejected bwin Argentina’s motion. bwin
Argentina has now exhausted all local procedural remedies and is currently assessing the possibility
of filing complaints before international tribunals.
Provision for approximately €885,000 in relation to these proceedings has been made by bwin.party.
The funds that have been frozen in local bank accounts and which are being released in order to make
payments in relation to the claim amount and procedural costs have already been written off.
All ARS amounts are converted into € at the exchange rate as of 15 September 2015.
18.2 Cyprus: Proceedings initiated against Nomato Investments Limited and certain bwin.party entities
On 28 February 2014, bwin.party received a claim filed at the District Court of Limassol by Rodolfo
Odoni against Nomato Investments Limited and six other defendants, including bwin.party and BAW
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International Limited (now bwin.party services (Gibraltar) Limited). Among other things, Mr. Odoni
seeks damages in the amount of €6.9 million or 30 per cent. of approx. profits in Nomato Investments
Limited since 29 June 2005 and a declaration that he holds 30 per cent. of the shares in Nomato
Investments Limited.
In 2005, BETandWIN.com Interactive Entertainment AG (later bwin Interactive Entertainment AG
and bwin.party) bought the platforms betoto.com and thecroupier.com from Nomato Investments
Limited. Mr. Odoni claims that he owned 30 per cent. of Nomato’s shares at the time of the sale.
BETandWIN.com Interactive Entertainment AG bought the platforms from Nomato without having
any knowledge of such ownership (or any disputes related thereto).
Due to an error in the service of documents, bwin.party filed an application to set aside the service
and strike out the action against bwin.party. The court has not yet decided on this application and the
case is currently ongoing.
18.3 Germany: Administrative proceedings against bwin.party related parties
There are numerous administrative proceedings pending against bwin e.K., bwin.party (as legal
successor of bwin Interactive Entertainment AG), bwin.party services (Gibraltar) Ltd (former bwin
International Limited), ElectraWorks Limited, IGM Domain Name Services Limited, PGB Limited
and other bwin.party Group companies aimed at suspending operations of such group companies in
the relevant territory.
The majority of German States have issued formal cease-and-desist orders/prohibition orders
(Untersagungsverfügungen) against one or more bwin.party Group companies. These orders have
been challenged with complaints to the competent administrative courts in the respective German
states (Länder).
Furthermore, between 2007 and 2010 various Länder, in particular NRW, Baden-Württemberg and
Bavaria, have imposed fines in the total amount of approximately €1.6 million for alleged
non-compliance with the respective prohibition orders. Following the CJEU decision of September
2010 (referred to in Part 8 of this document), in which the German sports betting monopoly was held
to be in violation of EU law, German authorities have effectively ceased to impose fines on the
bwin.party Group, and following the licence application in the tender procedure for one of the
20 available Germany-wide sports betting licences (referred to in Part 8 of this document), no new
prohibition orders have been initiated against the bwin.party Group. In several cases, bwin.party
Group companies entered into settlement agreements and recovered fines that had initially been paid.
Recently, however, the authorities of the State of Saarland and the State of Hesse have sent warning
letters with regard to the products not licensable under the Interstate Treaty to several operators
(including ElectraWorks Ltd). This, together with Hesse having completed its review of applications
in the tender procedure for one of the 20 available Germany-wide sports betting licences (referred to
in Part 8 of this document), has increased the risk of enforcement (in particular against poker and
casino). Therefore, there is a risk that fines may be imposed again, in some cases based on already
binding and enforceable cease-and-desist orders (such as in Baden-Württemberg).
In the event that any of the administrative cases described above should ultimately be lost, bwin.party
may be required to partially or fully cease its offering to German customers and may be found liable
to pay procedural costs and/or administrative fines.
18.4 Portugal: Proceedings relating to sponsorship of Portuguese Soccer League
As a result of bwin.party’s sponsorship of the Portuguese Soccer League (Liga Portuguesa de Futebol
Profissional, the “Liga”) beginning with the 2005/2006 season, Santa Casa da Misericórdia de
Lisboa (“Santa Casa”), the Portuguese betting and lottery monopolist, and the Portuguese Casino
Association (“APC”) initiated proceedings against the Liga as well as bwin.party and bwin.party
services (Gibraltar) Ltd (together the “bwin.party Portuguese defendants”).
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On 16 October 2014, the Portuguese Supreme Court upheld a ruling of the Oporto Court of First
Instance made in September 2011 against the Liga and the bwin.party Portuguese defendants. In the
initial ruling the trial court had (i) declared the (by that time terminated) sponsorship agreement
between the bwin.party Portuguese defendants and the Liga as illegal, (ii) declared the bwin.party
Portuguese defendants’ gaming offer and advertising measures as illegal in Portugal, (iii) prohibited
the bwin.party Portuguese defendants to exploit 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 of infraction, payable to the APC and (B) €50,000
for each infraction, payable to Santa Casa, and (v) ordered the publishing of the ruling and notification
to Portuguese media organisations.
Following the initial ruling, the Liga and the bwin.party Portuguese defendants have taken measures
in order to comply with the decision. However, it cannot be ruled out that certain activities may still
be considered to be in violation of the ruling. In February 2015, the bwin.party Portuguese defendants
filed a formal complaint to the European Commission highlighting that Portugal (i.e. the Portuguese
courts and authorities) continues to enforce its legislation in violation of EU law and without having
notified the legislation it is applying in accordance with the EU Notification Directive 98/34/EC.
In June 2012, APC initiated enforcement proceedings against the Liga and the bwin.party Portuguese
defendants, requesting the payment of pecuniary sanctions in the total amount of €6.35 million for the
alleged violation of the first instance court judgment during the period between 24 September 2011
and 31 January 2012. In June 2012, the Oporto Enforcement Court dismissed APC’s enforcement
claim for lack of enforceability. APC filed an appeal against this decision, which the appellate
enforcement court granted on 25 November 2014 and decided that pecuniary sanctions were
enforceable at the time APC initiated the enforcement proceeding without assessing the enforcement
case on its merits. The Liga submitted an appeal to the Supreme Court on 12 January 2015. On
29 May 2015, the Supreme Court rejected the appeal solely on formal admissibility grounds. On
11 June 2015, the Liga filed a petition to the Supreme Court requesting that the case be presided over
by a chamber of three judges of the Supreme Court. Despite the petition pending at the Supreme Court
on the formal question of enforceability, the enforcement proceedings initiated by APC may be
continued before the Oporto trial enforcement court, where the Liga and the bwin.party Portuguese
defendants will submit their defence arguments.
18.5 Spain: Unfair competition proceedings initiated by Codere and Misuri
In July 2012, Codere filed an unfair competition complaint against various bwin.party Group
companies, namely bwin.party, PG Holdings Ltd, ElectraWorks Ltd, ElectraWorks (España) Plc and
bwin Interactive Marketing España SL (jointly the “bwin.party Spanish defendants”). Prior to this
complaint, the Spanish court rejected Codere’s request for a preliminary injunction. In its complaint,
Codere seeks damages in the amount of approximately €25 million.
On 10 July 2014, the court issued the ruling dismissing Codere’s claim and all of its petitions. On
16 October 2014, Codere filed an appeal against the court’s ruling. On 2 December 2014, the
bwin.party Spanish defendants submitted the counterplea and included a petition that Codere must be
charged with all court fees. The proceedings are currently ongoing.
In another case, on 22 February 2011, Codere and Misuri filed an unfair competition complaint
against bwin International Limited (renamed bwin.party services (Gibraltar) Ltd) and Real Madrid
Club de Fútbol (“Real Madrid”), requesting injunctive measures so that Real Madrid would cease
advertising bwin International Limited. The injunctive measures were not granted and the plaintiffs
appealed, requesting the advertising to be declared illegal and the defendants to be ordered to stop the
advertising. On 27 March 2013, the plaintiffs’ appeal was dismissed. Codere and Misuri appealed. In
a ruling on 21 September 2015, the Higher Provincial Court of Appeal in Madrid dismissed the
appeals of Codere and Misuri and decided that all costs must be borne by Codere and Misuri. Codere
and Misuri filed an appeal to the Spanish Supreme Court on 14 October 2015 and counterpleas were
filed on 30 October 2015. It is not possible to quantify the amount of this claim, but in the event that
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Codere and Misuri are ultimately successful this would prevent Real Madrid from advertising for
bwin.party.
18.6 Spain: Administrative proceedings initiated by Codere and Misuri
In January 2013, Codere and its subsidiary Misuri challenged the granting of gaming licences by the
Dirección General de Ordenación del Juego (“DGOJ”) to ElectraWorks (España) plc (“EWE”).
EWE appeared before court to defend the legality of its gaming licences. On 4 February 2013, the
court refused Codere’s and Misuri’s petitions. Following this decision, Codere and Misuri requested
reinstatement, which EWE immediately challenged. On 5 September 2013, the court requested the
competent Spanish Ministry to deliver evidence and certification that EWE and bwin.party had
cleared all tax obligations. On 5 February 2014, bwin.party filed its submission and evidence
regarding clearance of all tax obligations. On 7 May 2014, the court dismissed Codere’s and Misuri’s
request for reinstatement. By means of a Procedural Court Order of 9 July 2014, the court declared
the proceedings to be concluded and set 8 October 2014 as the date for issuing the judgment.
However, Codere and Misuri took further action and, on 12 January 2015, EWE received formal
notification of such additional petition from the Spanish Supreme Administrative Court. On 6 April
2015, the court issued a resolution whereby the appeal procedural stages were declared as being
concluded. The appeal is currently pending for voting and judgment. Should Codere’s and Misuri’s
petitions be dismissed, Codere and Misuri may still appeal to the Spanish Constitutional Court. In the
event Codere and Misuri are ultimately successful with their petition, this may result in the loss of
some or all of bwin.party’s Spanish licences.
Further to the above case, Codere and/or Misuri initiated further administrative proceedings:
•

On 9 May 2012 Misuri challenged the Spanish Ministerial Order EHA/3124/2011, approving
the public tender for general licences together with a request for interim measures to suspend
the application of the order. EWE challenged Misuri’s requests. On 15 December 2013, the
court dismissed Misuri’s claim and Misuri appealed to the Spanish Supreme Court, where
EWE formally appeared as a party. The proceedings are currently ongoing and the Spanish
Supreme Court must now set a date for judgment.

•

On 20 June 2012, Misuri challenged the DGOJ resolution approving the procedure for the
application and granting of specific licences. EWE decided to support the DGOJ as an
interested party. On 24 June 2013, the court dismissed Misuri’s petition. Misuri filed an appeal
to the Spanish Supreme Court, which is currently pending.

•

On 5 December 2013, Codere challenged the DGOJ resolution implementing Articles 26 and
27 of Royal Decree 1613/11 in connection with the identification of players and control of
users prohibited from accessing gambling. EWE was admitted to the case as a party. On
30 October 2013, the court stated that Codere acted mala fide and declared its arguments and
petitions as inadmissible. Codere filed an appeal to the Spanish Supreme Court, which is
currently still pending.

In the event Codere and Misuri are ultimately successful with their challenges, this may result in the
loss of some or all of bwin.party’s Spanish licences and would have repercussions for the wider
Spanish market.
18.7 Spain: Administrative proceedings initiated by Spanish regulator
On 21 October 2014, the DGOJ initiated an infringement procedure (Case nº DGOJ-ES 2014/28)
against EWE due to an alleged infringement of allowing prohibited individuals to access gambling.
On 23 February 2015, the DGOJ issued a preliminary resolution in which it stated its intention to
impose a fine in the amount of €169,805. EWE prepared a written statement with comprehensive
response. On 20 April 2015, EWE was notified of the DGOJ’s decision imposing the fine in
the amount of €169,805 due to the alleged infringement. EWE appealed against this decision before
the Spanish administrative courts due to the absence of wilful misconduct for such alleged serious
infringement and instead is seeking an alternative interpretation of the applicable regulation. The
proceedings are currently ongoing.
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19.

GVC’S MATERIAL CONTRACTS

Set out below is a summary of each contract (not being a contract entered into in the ordinary course of
business) entered into by any member of the GVC Group:
(a)

within the two years immediately preceding the date of this document and which are or may be
material to the GVC Group; or

(b)

which contain any provision under which any member of the GVC Group has any obligation or
entitlement which is material to the GVC Group as at the date of this document.

19.1 Confidentiality Agreement
GVC and bwin.party entered into a confidentiality agreement on 30 January 2015 pursuant to which
GVC and bwin.party have undertaken to each other to keep information relating to the other
confidential and not to disclose it to third parties (other than to permitted recipients) unless required
by law or regulation. These confidentiality obligations will remain in force irrespective of whether or
not the Offer is implemented.
The Confidentiality Agreement also contains mutual non solicitation and non hire of directors and
employees provisions which are effective for a period of 12 months from the date of the
Confidentiality Agreement, subject to certain exceptions in respect of (i) the publication of
advertisements and (ii) employees who terminated their employment more than six months prior to
such solicitation.
19.2 Co-operation Agreement
GVC and bwin.party have entered into a Co-operation Agreement dated 4 September 2015 in relation
to the Offer and other related matters. The Co-operation Agreement contains certain undertakings,
assurances and confirmations among the parties, including with respect to the co-operation of the
parties relating to the implementation of the Acquisition.
As bwin.party is incorporated and has its registered office in Gibraltar, the City Code does not apply
to GVC or bwin.party in relation to the Acquisition. However, in accordance with the requirements of
bwin.party’s articles of association and, pursuant to the terms of the Co-operation Agreement, GVC
and bwin.party have agreed to implement the Acquisition, and to observe and comply with the
provisions of the City Code (including the provisions of Appendix 7 of the City Code), as if
bwin.party were subject to the City Code.
Pursuant to the Co-operation Agreement, GVC and bwin.party have agreed to appoint a committee
comprised of three representatives appointed by each of GVC and bwin.party, which will be
responsible for determining how the City Code would be interpreted and applied in relation to the
approval of matters under rule 21.1 of the City Code and the satisfaction, waiver or invoking of any
of the Conditions (a “Code Committee Matter”), in each case other than where such matter or
consent is expressly provided for in the Co-operation Agreement or in any other written agreement
between GVC and bwin.party entered into on or after the date of the Co-operation Agreement.
The Co-operation Agreement also provides for referral of any matter relating to the interpretation and
application of any Code Committee Matter to an independent expert, whose rulings (absent fraud or
manifest error) are final and binding on the parties.
Pursuant to the Co-operation Agreement, GVC and bwin.party have agreed to co-operate and assist
each other in obtaining the Clearances required to satisfy the Conditions.
The Co-operation Agreement sets out the parties’ agreement as to the treatment, in relation to the
Acquisition, of participants in the bwin.party Share Plans.
The Co-operation Agreement terminates automatically (save in respect of certain surviving
provisions):
•

upon agreement in writing between GVC and bwin.party;
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•

if the Scheme (or the Takeover Offer as the case may be) is withdrawn or lapses in accordance
with its terms prior to the Long Stop Date (other than where such lapse or withdrawal is a result
of the exercise of a right to switch from the Scheme to a Takeover Offer or is otherwise to be
followed soon after by an announcement of a firm intention to make an offer pursuant to
Rule 2.7 of the City Code (as if the City Code applied to bwin.party) made by GVC or a person
acting in concert with GVC to implement the Acquisition by a different offer or scheme on
substantially the same or improved terms);

•

upon the bwin.party Directors withdrawing or adversely modifying or qualifying their
recommendation and thereafter GVC gives written notice to bwin.party to terminate the
Co-operation Agreement or bwin.party gives written notice to GVC to terminate the
Co-operation Agreement;

•

upon service of written notice by:
–

GVC to bwin.party, following a GVC Break Payment Event (see below); or

–

bwin.party to GVC, following a bwin.party Break Payment Event (see below); or

–

if an independent competing transaction is declared unconditional in all respects or is
completed.

By way of compensation for any losses or costs suffered or incurred by bwin.party in connection with
the preparation and negotiation of the Offer, the Co-operation Agreement and any other agreement
relating to the Offer (other than any loss arising out of a breach of the Co-operation Agreement or the
breach of any other obligations in connection with the Offer), GVC has agreed to pay a break payment
to bwin.party, subject to certain exceptions, in the event that:
•

(i) the GVC Board withdraws, adversely modifies or qualifies its recommendation that the
GVC Shareholders vote in favour of the resolutions referred to in Condition 3(a) of the
Announcement and (ii) either (A) bwin.party has complied in all material respects with its
obligations under the Co-operation Agreement and the Scheme Document (or if GVC elects,
with the consent of the bwin.party Board in accordance with the Co-operation Agreement, to
implement the acquisition of the bwin.party Shares by way of a Takeover Offer as an alternative
to the Scheme, the offer document in respect of such Takeover Offer) is not despatched to the
bwin.party Shareholders on or prior to 15 November 2015 or (B) the Offer lapses on or prior
to the Long Stop Date; or

•

on or prior to the Long Stop Date, the Offer lapses as a result of the resolutions referred to in
Condition 3(a) of the Announcement not being passed by the shareholders of GVC,

(each, a “Category A GVC Break Payment Event”); or
•

on or prior to the Long Stop Date, the Offer lapses as a result of Condition 3(c) or any of
Conditions 3(d) to (i) (inclusive) of the Announcement being invoked by GVC or (where
applicable) by bwin.party or any of those Conditions failing to be satisfied (or, if capable of
waiver, waived) by GVC (a “Category B GVC Break Payment Event”),

(each of a Category A GVC Break Payment Event and a Category B GVC Break Payment Event being
a “GVC Break Payment Event”).
The break payment that GVC has agreed to pay, subject to certain exceptions, is:
•

if a Category A GVC Break Payment Event occurs, £10,900,000; and

•

if a Category B GVC Break Payment Event occurs, £5,700,000,

(each such amount being exclusive of recoverable VAT, if any).
By way of compensation for any losses or costs suffered or incurred by GVC in connection with the
preparation and negotiation of the Offer, the Co-operation Agreement and any other agreement
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relating to the Offer (other than any loss arising out of a breach of the Co-operation Agreement or the
breach of any other obligations in connection with the Offer), bwin.party has agreed to pay
£10,900,000 (such amount being exclusive of any amount in respect of recoverable VAT, if any) to
GVC, subject to certain exceptions, in the event that, following publication of this Announcement:
(i) the bwin.party Directors withdraw, adversely modify or qualify their recommendation and
(ii) either (A) GVC has complied in all material respects with its obligations under the Co-operation
Agreement, GVC has not exercised its right in accordance with the Co-operation Agreement to elect
to implement the Offer by means of a Takeover Offer and the Scheme Document is not despatched to
the bwin.party Shareholders on or prior to 15 November 2015 or (B) on or prior to the Long Stop
Date, the Offer lapses (the “bwin.party Break Payment Event”).
19.3 New Credit Facilities
(a)

Overview

AI 10.4

The Company has entered into a €400 million credit facility agreement with Promontoria
Holding 166 B.V., a fund of Cerberus, with Cerberus acting as arranger, agent and security
agent dated 4 September 2015 (the “Cerberus Loan Agreement”).
This is a summary of the new credit facility made available pursuant to the Cerberus Loan
Agreement (the “New Credit Facility”). This description is subject to the terms and provisions
of the various agreements governing the New Credit Facility, including the Cerberus Loan
Agreement. The New Credit Facility is a two-year non-amortising €400 million senior secured
term credit facility. The Company will be the borrower of the loans made under the New Credit
Facility (the “New Loans”). The New Loans are due at the maturity of the New Credit Facility.
The New Credit Facility is due to mature on 4 September 2017.
All borrowings under the New Credit Facility are subject to the satisfaction of customary
conditions, including the absence of a default or an event of default and the accuracy in all
material respects of representations and warranties, though in respect of borrowings for the
purposes of the Acquisition, the lenders’ obligation to make participations available is
conditional only upon the accuracy of certain major representations and the absence of certain
major defaults.
(b)

Availability
The portion of the New Credit Facility to be utilised in connection with the Acquisition is made
available on a certain-funds basis as set out in the Cerberus Loan Agreement. It is available
during the certain-funds period, being the period from the date of the Cerberus Loan
Agreement and ending on the earliest of: (a) the date of withdrawal or cancellation of the
Scheme or the relevant court failing to approve the Scheme; (b) the date falling 14 Business
Days after the Effective Date; and (c) 11:59 p.m. on 31 March 2016 (if the Scheme has not
become effective by such date); provided that if the certain funds period expires without the
Acquisition having occurred, then the New Credit Facility will terminate in full.

(c)

Use of Proceeds
The New Credit Facility made available an amount up to €20,000,000 for the purpose of
financing the payment of certain fees, costs and expenses in connection with the Acquisition
and for the purchase of the Hedging Instrument (as described in paragraph (k) below). This
amount was drawndown by GVC on 4 September 2015. The balance of the €400,000,000 made
available under the New Credit Facility is to be applied to finance the payment of a portion of
the purchase price of the shares being the subject of the Acquisition, the payment of certain
acquisition costs, refinancing certain existing indebtedness of bwin.party and funding ongoing
working capital requirements.
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(d)

Interest Rate and Fees
Borrowings under the New Credit Facility will, subject to the remainder of this paragraph, bear
interest at a rate per annum equal to 11.5 per cent. plus EURIBOR. For the purpose of
determining the interest rate payable on the borrowings under the New Credit Facility,
EURIBOR will be subject to a floor of 1.00 per cent. per annum. Provided that no default is
continuing, the Company may capitalise a certain portion of the interest due under the New
Credit Facility to the effect that interest accruing at a rate per annum of up to, but not
exceeding, 5.75 per cent. shall be paid by capitalising such interest and adding it to the then
outstanding borrowings on a monthly basis.
In addition to paying interest on outstanding principal under the New Credit Facility, the
Company will also be required to pay certain transaction-related fees. The Company will pay
a servicing fee to Cerberus equal to €100,000 per quarter. The Company has paid, or will be
liable to pay at the time of drawdown, certain commitment fees and/or funding fees equal to
3.5 per cent. in aggregate of the amount made available under the Cerberus Loan Agreement.
Upon repayment, a further fee equal to 3 per cent. of the total amount made available under the
Cerberus Loan Agreement will be payable. Additional fees will be payable in the event that the
New Credit Facility is not repaid within 12 months of the date of utilisation of the loan
made available to fund the cash element of the acquisition (1.00 per cent. of the amount made
available under the Cerberus Loan Agreement) and within 18 months of the date of utilisation
of the loan made available to fund the cash element of the acquisition (2.50 per cent. of the
amount made available under the Cerberus Loan Agreement).

(e)

Mandatory Prepayments
Subject to certain exceptions and customary baskets set forth in the Cerberus Loan Agreement,
the Company will be required to make mandatory prepayments of the loans under the New
Credit Facility, under certain circumstances, including: net cash proceeds from asset sales; net
cash proceeds of insurance (subject to reinvestment rights and retained proceeds); net cash
proceeds from the incurrence or issuance of debt or equity (in the latter case, except as
otherwise permitted by the Cerberus Loan Agreement); and 50 per cent. of annual excess
cashflow. Mandatory prepayments in respect of disposal proceeds and the issuance of debt or
equity shall be subject to a ‘make whole premium’ as referred to at ‘Voluntary Prepayments’,
below.

(f)

Voluntary Prepayments
The Company will be permitted to prepay outstanding loan amounts upon 10 Business Days’
prior notice to Cerberus, without premium or penalty, other than (i) customary “breakage”
costs and (ii) a make whole premium where such prepayment is made within twelve months of
the utilisation of the portion of the New Credit Facility to be utilised in connection with the
Acquisition. Such make whole premium shall be in an amount equal to the interest applicable
to the loans to be prepaid at the time of such prepayment for the period from the date of such
prepayment until the date falling twelve months after the date of the utilisation of the portion
of the New Credit Facility to be utilised in connection with the Acquisition.

(g)

Guarantees and Security
The Company’s obligations under and in connection with the New Credit Facility will be
guaranteed, from the date of the Cerberus Loan Agreement, by the Company and the
Company’s direct and indirect material subsidiaries and, on and from the date of
the Acquisition, by bwin.party and its direct and indirect material subsidiaries, and, in each
case any other subsidiary required to meet an 80 per cent. (after accounting for intra-group
service charges) consolidated EBITDA guarantee coverage test (subject to certain exclusions
and limitations set forth in the Cerberus Loan Agreement). For these purposes, a material
subsidiary is a subsidiary of the Company whose EBITDA represents 7.5 per cent. or more of
consolidated EBITDA.
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The Company’s and the other borrowers’ obligations and the obligations of the guarantors
under the New Credit Facilities are expected to be secured by first-priority security interests in
substantially all tangible and intangible assets of the Company and the other guarantors, and
certain share pledges (including pledges of bwin.party Shares), in each case subject to
exclusions to be set forth in the Cerberus Loan Agreement and the collateral documents.
(h)

Representations and warranties and covenants
The Cerberus Loan Agreement contains various customary representations and warranties,
given on the date of execution of the Cerberus Loan Agreement and to be repeated on the date
of the Acquisition and each other date expressly set forth in the Cerberus Loan Agreement. In
addition, the Cerberus Loan Agreement contains certain covenants in respect of future
maintenance and conduct of the business (subject to certain agreed exceptions and limitations),
including, among others, various restrictive covenants such as restrictions on the granting of
security, incurrence of debt, mergers, sales, transfers and other dispositions of assets,
acquisitions and other investments, dividend and other restricted payments, compliance with
laws (including, without limitation, sanctions laws), change of business and certain covenants
in relation to the Scheme and the Acquisition.

(i)

Events of default
The Cerberus Loan Agreement contains customary events of default subject to specified
exceptions, materiality, grace periods, baskets, thresholds, qualifications and remedy periods,
including, among others, non-payment due under a finance document, breach of financial and
other covenants, material breach of representations and warranties, cross default, insolvency
events, change of ownership and loss or impairment of material licences.

(j)

Governing law and jurisdiction of courts
The Cerberus Loan Agreement and any non-contractual obligations arising out of or in
connection with it are governed by English law provided that the security documents are
governed by the laws of the jurisdiction in which the security is created or perfected. The courts
of England have exclusive jurisdiction to settle any dispute arising out of or in connection with
the Cerberus Loan Agreement provided that the courts of the jurisdiction in which the security
is created or perfected have jurisdiction to hear and determine any legal action or proceeding
arising under or in connection with the security documents.

(k)

Hedging Instrument
For the purpose of paying the cash portion of the purchase price of the shares being the subject
of the Acquisition, the Company has entered into an option with Nomura International plc
dated 4 September 2015, exercisable at any point until the end of the certain-funds period
(as referred to above), and pursuant to the terms of which the Company is able to exercise a
€ put/Sterling call option (at a strike price of 1.4250 in Sterling/€ (0.701754 in €/Sterling)) such
that the Sterling cash consideration amount is available to the Company.

19.4 Admission Agreement
The Admission Agreement was entered into on the date of this document by the Company and Cenkos
pursuant to which Cenkos has agreed to assist the Company, and act as the Company’s primary point
of contact with the FCA and the London Stock Exchange, in connection with its application for
Admission.
The Company has given certain warranties to Cenkos as to matters relating to the Company, the
Acquisition and this document which are customary for an agreement of this nature. In addition, the
Admission Agreement contains an indemnity from the Company in favour of Cenkos in respect of
certain liabilities connected with this document and Admission, which are again customary for an
agreement of this nature. The Admission Agreement may be terminated by Cenkos if certain
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circumstances occur prior to Admission, including a material breach of the warranties referred to
above.
19.5 Placing Agreement
Pursuant to a placing agreement made between GVC and Cenkos on 4 September 2015, Cenkos, as
agent of GVC, has agreed to use reasonable endeavours to procure placees for the Placing Shares and
has made conditional arrangements to place the Placing Shares at the Issue Price with certain new and
existing institutional investors and certain GVC Directors. The Placing Agreement is conditional on,
among other things, Admission taking place by not later than the Long Stop Date.
Under the Placing Agreement, GVC has agreed to pay Cenkos (i) a commission of three per cent. of
the amount equal to the product of the Issue Price and the aggregate number of Placing Shares issued
to placees procured and introduced by Cenkos (plus any applicable VAT), and (ii) a commission of
1.5 per cent. of the amount equal to the product of the Issue Price and the aggregate number of Placing
Shares issued to placees procured but not introduced by Cenkos (plus any applicable VAT).
GVC has given certain warranties to Cenkos as to matters relating to the Company, its business and
the Acquisition. GVC has also granted an indemnity to Cenkos in respect of certain liabilities arising
out of or in connection with the Placing.
The Placing Agreement may be terminated by Cenkos if certain circumstances occur prior to
Admission, including a material breach of the warranties referred to above.
19.6 Subscription letters
GVC has received conditional commitments from certain US-resident ‘qualified institutional buyers’
and ‘accredited investors’ (as those terms are defined in the US Securities Act) to subscribe for the
Subscription Shares pursuant to the terms of Subscription Letters.
Under the terms of the Subscription Letters, each investor will receive a commission of (i) 0.5 per
cent. of the amount equal to the product of the Issue Price and the number of shares subscribed for by
it in the Fundraising in respect of the first 30 days following publication of the Announcement, and
(ii) 0.125 per cent. of the amount equal to the product of the Issue Price and the number of shares
subscribed for by it in the Fundraising in respect of every 14 day period thereafter up to Admission.
The Subscription Shares are being offered and sold inside the United States pursuant to an exemption
from, or in a transaction not subject to, the registration requirements of the US Securities Act and
applicable state or local securities laws.
19.7 Nominated Adviser and Broker engagement letter
On 9 October 2014, GVC and Cenkos entered into an engagement letter (the “Nomad Engagement
Letter”) pursuant to which Cenkos has agreed to act as the Company’s nominated adviser and broker
(for the purposes of the AIM Rule for Companies and AIM Rules for Nominated Advisers) in relation
to the Company’s obligations under the AIM Rules for Companies. The Company agreed to pay
Cenkos an annual retainer fee of £60,000, subject to annual review, together with any applicable VAT
thereon. The annual retainer fee is exclusive of any additional work carried out by Cenkos outside the
scope of the Nomad Engagement Letter (e.g. advice on potential acquisitions, disposals or
fundraisings) for which a separate fee or fees will be agreed between the Company and Cenkos at the
relevant time.
The Nomad Engagement Letter may be terminated by either the Company or Cenkos giving to the
other not less than 3 months’ notice to such effect or by either party forthwith in the case of various
insolvency events in relation to the other or material or persistent breach by the other party of its
obligations under the Nomad Engagement Letter, which breach is not capable of remedy or has not
been remedied within 5 Business Days of its occurrence. Cenkos may also terminate its appointment
under the Nomad Engagement Letter forthwith in various other circumstances, including
non-payment of its fees within 30 Business Days of the due payment date or if the Company fails to
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comply with advice given to the Company and/or the Directors of the Company by Cenkos in respect
of any applicable laws, regulations, rules and regulatory guidelines such that, in the reasonable
opinion of Cenkos, such failure could jeopardise or damage the reputation of Cenkos or otherwise if
Cenkos reasonably considers its reputation is likely to be prejudiced by continuing to act as the
Company’s nominated adviser and/or broker. The appointment of Cenkos under the Nomad
Engagement Letter as the Company’s nominated adviser and the Company’s broker shall terminate
immediately if Cenkos is removed for any reason from the register of nominated advisers maintained
by the London Stock Exchange or if Cenkos ceases to be a member firm of the London Stock
Exchange (respectively).
Except in circumstances of Cenkos’ negligence, wilful default or fraud, the aggregate liability of
Cenkos under the Nomad Engagement Letter shall not exceed the aggregate amount of the fees paid
to Cenkos pursuant to the Nomad Engagement Letter.
19.8 Betit Joint Venture Agreement
Pursuant to the terms of a joint venture agreement dated 13 May 2014 (“JVA”) made between GVC,
Betit Securities Limited (“BSL”) and Betit Holdings Limited (“BHL”) and related documentation,
GVC entered into a conditional agreement to acquire a 15 per cent. interest in the capital of BHL
(13.25 per cent. on a fully diluted basis). On completion of the JVA, the remaining 85 per cent.
(75.06 per cent. on a fully diluted basis) was held by BSL, with certain employees holding options to
acquire shares in the capital of BHL, representing up to a maximum aggregate interest of
11.69 per cent. on a fully diluted basis. GVC’s 15 per cent. interest was acquired by the acquisition
of certain shares from Optimizer Invest Limited (“Optimizer”) and the subscription for new shares.
In connection with the JVA, Centrebet UK (a subsidiary of GVC) granted to BHL an exclusive,
non-transferable, royalty-free licence of its database of its lapsed customers in Sweden, Norway and
Finland, for the duration of the joint venture.
The JVA, among other things, provides for the respective rights of GVC and BSL in respect of the
governance of BHL, restricts each of GVC and BSL from competing with BHL for the life of the joint
venture, and provides various rights to each of GVC and BSL to achieve an exit from the joint venture.
Pursuant to the terms of the JVA and the related documentation, GVC has the benefit of (subject to
certain financial and time limitations) a suite of commercial warranties relating to BHL, comprising
matters related to accounting, financing, business and trading operations, assets, employees, pensions,
information technology, data protection, intellectual property, real property, litigation and disputes,
insurance, compliance and regulatory matters, insolvency and constitutional matters.
GVC has a call option to acquire all of the shares held by BSL in BHL. It can be exercised no earlier
than 1 July 2017 and no later than 30 September 2017, and would be subject to clearance from the
Malta Gaming Authority and the regulations of any stock exchange on which GVC is listed. The
minimum call option price is €70 million, and the actual price would be determined by the mix of
BHL revenues from its regulated and non-regulated markets and certain multiples attaching thereto.
If GVC decides not to exercise its call option BSL may, during the period 1 October 2017 to
31 December 2017, require GVC to acquire its shares in BHL at a price determined by the mix of
BHL revenues from its regulated and non-regulated markets and certain multiples attaching thereto
(but absent any minimum price). Completion of this purchase would be subject to certain conditions
including GVC’s ability to raise the required finance for the acquisition. Should GVC fail to raise the
required finance, BSL may acquire GVC’s shares in BHL for the nominal amount of €1.00.
19.9 Uwin Option Agreement
On 24 March 2015, Winunited (“Uwin”), an online gambling business operating the brands youwin,
uwin, hepsibahis & mroyun, granted to the GVC Group an option to acquire the Uwin business. The
exercise period for the call option is the period between four years and nine months after the effective
date and the five year anniversary of the effective date. Should GVC not exercise the call option by
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expiry of this period, the agreement remains in force for a period of 6 years from the effective date.
The option price is an amount in Euros equal to 12 months EBITDA x (65 per cent of the
P/E multiple) + working capital where:
(a)

12 month EBITDA means the EBITDA of Winunited for the 12 months prior to the date of the
call option notice; and

(b)

P/E multiple means the ratio on the date of the call option notice of GVC market capitalisation
to GVC published earnings.

During the term of the agreement Winunited and GVC agreed to split the Net Gaming Revenue on a
monthly basis and on an 80:20 basis (Winunited 80 per cent., and GVC 20 per cent.).
19.10 Consultancy Agreement with Star Systems
Pursuant to a consultancy agreement made between Star Systems Limited (“Star Systems”) and East
Pioneer Corporation B.V. (“EPC”) on 24 June 2014 and a deed of variation incorporating Headlong
Limited (“Headlong”), a subsidiary within the GVC Group, made on 18 July 2014, Star Systems
agreed to provide consultancy services to EPC and Headlong in relation to the Turkish online gaming
market for a 4 year term with a view to growing the ‘Superbahis’ business operated by EPC and the
‘Betboo’ business operated by Headlong within such market (“Turkish Businesses”). In
consideration for such services, EPC and Headlong agreed to pay Star Systems an annual fee during
the initial fixed term equal to 10 per cent. of the amount by which the NGR of the Turkish Businesses
increased during such period, followed by a decreasing percentage for any subsequent periods.
This agreement may be terminated by EPC and Headlong immediately after 1 July 2016 if Star
Systems has not achieved a certain level of NGR growth for East Pioneer’s Turkish Business.
19.11 Joint Marketing Agreement with Zatrix Limited
On 1 July 2014, Sporting Odds Limited (“SOL”) and Zatrix Limited (“Zatrix”) entered into a Joint
Marketing Agreement in relation to the provision of online gaming services under the Sportingbet
brand targeted at the territories of Greece and Cyprus. Pursuant to the terms of this agreement, Zatrix
will contribute marketing and advertising services, together with market knowledge, while SOL will
operate the relevant websites.
During the term of the agreement, SOL and Zatrix have agreed to split the gross profits of the relevant
business, with SOL receiving 52.5 per cent. and Zatrix receiving 47.5 per cent.
This agreement is for an initial term of 10 years and six months from 1 July 2014 after which time it
can be terminated by either party on 6 months prior written notice. Each party has certain limited
rights to terminate this agreement prior to the end of this initial term.
20.

BWIN.PARTY’S MATERIAL CONTRACTS

Set out below is a summary of each contract (not being a contract entered into in the ordinary course of
business) entered into by any member of the bwin.party Group:
(a)

within the two years immediately preceding the date of this document and which are or may be
material to the bwin.party Group; or

(b)

which contain any provision under which any member of the bwin.party Group has any obligation or
entitlement which is material to the bwin.party Group as at the date of this document.

20.1 Confidentiality Agreement
GVC and bwin.party entered into a confidentiality agreement on 30 January 2015 pursuant to which
GVC and bwin.party have undertaken to each other to keep information relating to the other
confidential and not to disclose it to third parties (other than to permitted recipients) unless required
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by law or regulation. These confidentiality obligations will remain in force irrespective of whether or
not the Offer is implemented.
The Confidentiality Agreement also contains mutual non solicitation and non hire of directors and
employees provisions which are effective for a period of 12 months from the date of the
Confidentiality Agreement, subject to certain exceptions in respect of (i) the publication of
advertisements and (ii) employees who terminated their employment more than six months prior to
such solicitation.
20.2 Co-operation Agreement
GVC and bwin.party entered into the Co-operation Agreement on 4 September 2015 with respect to
the conduct of the Acquisition. Details of the Co-operation Agreement are set out in paragraph 19.2
of this Part 10 of this document.
20.3 Sale and Purchase Agreement for the sale of World Poker Tour
bwin.party entered into a sale and purchase agreement on 19 June 2015 pursuant to which bwin.party
sold all of its interests in World Poker Tour to Ourgame International Holdings Limited for a cash
consideration of US$35 million. Under the terms of the sale and purchase agreement, bwin.party has
agreed to provide Ourgame International Holdings Limited with certain customary indemnities,
undertakings, representations and warranties, including an indemnity in respect of contingency
payments that may arise under a historical settlement agreement, with a maximum potential liability
of approximately US$6.1 million.
21.

LICENCES

Refer to Part 8 of this document for details of the licences held by the GVC Group and the bwin.party Group.
22.

AI 23.1

CONSENTS

22.1 Grant Thornton has given and not withdrawn its written consent to the issue of this document with the
inclusion herein of its report in Part 7B of this document and the references to such reports and to its
name in the form and context in which they appear and has authorised the contents of Part 7 of this
document for the purposes of paragraph 5.5.3R(2)(f) of the Prospectus Rules. Grant Thornton is a
member of the Institute of Chartered Accountants in England and Wales.

AIII 10.3
ESMA 156 – 157

22.2 Cenkos has given and not withdrawn its written consent to the issue of this document with the
inclusion of its name and references to it in the form and context in which it appears.
22.3 Houlihan Lokey has given and not withdrawn its written consent to the issue of this document with
the inclusion of its name and references to it in the form and context in which it appears.
23.

AI 20.9

SIGNIFICANT CHANGE

23.1 On 4 September 2015 GVC made a drawing of €20,000,000 under the Cerberus Loan in order to settle
(i) €5,300,000 in relation to the Hedging Instrument (as described in paragraph 19.3(k) of this Part 10)
(which has been expensed in the income statement) and (ii) one per cent. of the fees associated with
the Cerberus Loan, which, when aggregated with the fee associated with the draw-down itself and the
maintenance fee associated with the Cerberus Loan, amounted to €4,429,000.
Save as set out above, there has been no significant change in the financial or trading position of the
GVC Group since 30 June 2015, the most recent date to which financial information has been
prepared and published.
23.2 There has been no significant change in the financial or trading position of the bwin.party Group since
30 June 2015, the most recent date to which financial information has been prepared and published.

364

24.

AI 8.1

PROPERTY

24.1 The following are the principal establishments of the GVC Group:
Term

Tenure

Floor 23, Zuellig Building, Makati Avenue corner Paseo de
Roxas, Makati City, Manila, Philippines
Homespace, Buildings, Level 3, Quarries Street, Santa
Venera Sv 1755, Malta
54/55, Zona Industrijali, Triq Manuel Borg Gauci, Handaq,
QRM4000, Malta
Floors 1, 2 & 3, The Boat House, Bishop Street, Dublin 8,
Republic of Ireland
Eircom Data Centre, 1 Hewston South Quarter, St Johns
Road, Dublin 8, Republic of Ireland
45 Moorfields, 3rd Floor, London, EC2Y 9AE

14 November 2018

Leasehold

14 November 2018

Leasehold

31 August 2016

Leasehold

9 August 2016

Leasehold

31 December 2015

Leasehold

30 November 2015

Leasehold

Salisbury House, Floor 1, Unit 381-399, London Wall,
London, EC2M 5QQ

27 July 2019

Leasehold

24.2 Other than as listed above, as at 31 December 2014 the GVC Group held no other material tangible
fixed assets.

AI 8.2

As far as the GVC Directors are aware, there are no environmental issues affecting GVC’s utilisation
of its tangible fixed assets.
24.3 The following are the principal establishments of the bwin.party Group:

111 River Street, Suite 1202, Hoboken, NJ 07030, USA
24 Kapitan Dimitar Spisarevksi Street, Floor 6,
ENIKOMM, 1592, Sofia, Iskar, Bulgaria
Divyasree Omega, “B” Block, Hitech City Road,
Kondapur, Hyderabad, India
30A, Kosmonavtov str., Vinnitsa, Ukraine
Marxergasse 1B, A-1030 Vienna
Parklane Buildings, Triq Joe Scibberras Hamrun, Malta
3rd Floor, One New Change, London EC4M 9AF, UK
Suites 6 and 7, Atlantic Suite, Gibraltar
Suite 641 Europort, Gibraltar
Suite 621, Europort, Gibraltar
Suite 611, Europort, Gibraltar
Via Adolfo, Rava 124, 00142, Rome, Italy
Via Olona 2, 20123, Milan, Italy
48 Menachem Begin Road, Floor 16, Tel Aviv 66184, Israel
25.

Term

Tenure

31 October 2016
31 March 2017

Leasehold
Leasehold

10 November 2016

Leasehold

25 August 2018
30 September 2023
30 November 2017
16 July 2017
30 June 2021
28 February 2018
10 July 2024
14 July 2020
30 June 2021
30 June 2016
31 December 2015

Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold

GENERAL

25.1 The nominated adviser and broker to the Company is Cenkos Securities plc of 6.7.8 Tokenhouse Yard,
London EC2R 7AS, which is regulated by the FCA and is a member of the London Stock Exchange.
25.2 Where information in this document has been sourced from a third party, GVC confirms that it has
been accurately reproduced and, as far as it is aware and is able to ascertain from the information
published by that third party, no facts have been omitted which would render the reproduced
information inaccurate or misleading.
25.3 GVC has agreed to pay all other costs, charges and expenses of, and incidental to, the Admission,
including the fees of the London Stock Exchange, registrars fees, printing, advertising and distribution
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expenses, GVC’s legal and accountancy expenses and all related irrecoverable value added tax, if
applicable.
25.4 The expenses of or incidental to the Transaction are payable by GVC and are estimated to amount to
approximately €47 million (£33.2 million) (excluding value added tax).

AIII 8.1
AIII 5.3.1

25.5 Other than the intended application for Admission, the GVC Shares have not been admitted to
dealings on any recognised investment exchange nor has any application for such admission been
made, nor are there intended to be any other arrangements for dealings in the GVC Shares.
25.6 Save as disclosed in this document, no person (other than the professional advisers referred to in this
document and trade suppliers and counterparties of contracts being in the ordinary course of business)
has: (i) received, directly or indirectly, from GVC within the 12 months preceding the date of this
document; or (ii) entered into contractual arrangements to receive, directly or indirectly, from GVC
on or after Admission, fees totalling £10,000 or more or securities in GVC with a value of £10,000 or
more, or any other benefit with a value of £10,000 or more at the date of Admission.
25.7 The GVC Shares are in registered form. Following Admission, the GVC Shares will also be in
registered form and will be capable of being held in uncertificated form. CREST is a paperless
settlement procedure enabling securities to be evidenced otherwise than by certificate and transferred
otherwise than by written instrument. The GVC Articles of Association permit the holding of GVC
Shares under CREST. CREST is a voluntary system and holders of GVC Shares who wish to retain
share certificates are able to do so.

AIII 4.3

26.

AI 24

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during normal business hours on any
Business Day free of charge from the offices of Addleshaw Goddard LLP and shall remain available until
the Effective Date:
(a)

the GVC Memorandum of Association and Articles of Association;

(b)

the historical financial information of the GVC Group for each of the three financial years ended
31 December 2014, included in Part 3 of this document;

(c)

the historical financial information on the bwin.party Group included in Part 5 of this document;

(d)

the report of Grant Thornton set out in Part 7B of this document;

(e)

the Notice of GVC General Meeting;

(f)

the consent letters referred to in paragraph 22 of this Part 10;

(g)

the Cerberus Loan Agreement summarised in paragraph 19.3 of this Part 10 of this document; and

(h)

this document.

Copies of this document are also available for inspection at the National Storage Mechanism at
http://www.morningstar.co.uk/nsm. In addition, this document will be published in electronic form and
available on the Company’s website at www.gvc-plc.com, subject to certain access restrictions.
The date of this document is 13 November 2015.
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AIII 5.1.8

DEFINITIONS AND GLOSSARY
The following definitions apply throughout this document unless the context otherwise requires:
2006 Act

the Companies Act 2006 of the Isle of Man

2015 LTIP

GVC Holdings PLC 2015 Long Term Incentive Plan

Acquisition

the acquisition of the entire issued and to be issued share capital of
bwin.party by GVC

Admission or Admission to
Trading or Admitted to Trading

the admission of the GVC Shares in issue and to be issued pursuant
to the Fundraising and the Scheme to a Standard Listing and to
trading on the Main Market

AIM

the market of that name operated by the London Stock Exchange

AIM Rules for Companies

the rules and guidance for companies whose shares are admitted to
and trading on AIM, entitled “AIM Rules for Companies” as
published by the London Stock Exchange from time to time

Announcement

the announcement made by GVC and bwin.party regarding the
recommended offer for bwin.party in accordance with Rule 2.7 of
the City Code on 4 September 2015

Audit Committee

the audit committee of GVC, which at the date of this document is
chaired by Karl Diacono and has Lee Feldman as its other member

Betaland

a branded website used by the GVC Group and sold on 4 May 2012

Betboo Turkish Business

the GVC Group’s Turkish-language website trading under the
Betboo brand

Board

the board of directors of GVC or, where the context admits, of the
Enlarged Company

Boss Media

Boss Media Malta Casino Ltd, Boss Media AB and Boss Media
Malta Poker Ltd

Business Day

a day (other than a Saturday, Sunday or public holiday) on which
clearing banks are open for normal business in the City of London
and Gibraltar

bwin Labels

the business units of bwin.party which predominantly focused on
sports betting

bwin.party or bwin.party
digital entertainment plc

bwin.party digital entertainment plc, a company incorporated in
Gibraltar under company registration number 91225

bwin.party Board

the board of bwin.party Directors

bwin.party Directors

the directors (both executive and non-executive) of bwin.party

bwin.party Form of Election

the form of election for use by an eligible Scheme Shareholder who
holds Scheme Shares in certificated form in relation to the Mix and
Match Facility

bwin.party Forms of Proxy

the proxy forms to be sent to bwin.party Shareholders in connection
with their voting instructions at the bwin.party Shareholder Court
Meeting and bwin.party General Meeting respectively and
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“bwin.party Form of Proxy” means any one of them as the context
requires
bwin.party General Meeting

the general meeting of bwin.party Shareholders to be convened in
connection with the Scheme to consider and, if thought fit, approve
the bwin.party Shareholder Resolution (with or without
amendment) including any adjournment or postponement of any
such meeting

bwin.party Group

bwin.party and its subsidiary undertakings as at the date of this
document and, where the context admits, each of them

bwin.party Permitted Dividend

any interim dividend payable to bwin.party Shareholders declared,
and with a record date falling, during the period from the date of the
Announcement to the Business Day prior to the Effective Date in an
amount not to exceed an aggregate amount of 1.92 pence per
bwin.party Share in respect of all such interim dividends declared in
respect of such period

bwin.party Share Plans

the bwin.party 2014 Incentive Plan, the Bonus and Share Plan, the
All-Employee Option Plan, the Rollover Option Plan, the Share
Option Plan and the Global Share Plan (including the UK Share
Incentive Plan)

bwin.party Shareholders

the registered holders of bwin.party Shares from time to time

bwin.party Shareholder
Court Meeting

the meeting of Scheme Shareholders convened by order of the
Court pursuant to Part VIII of the Gibraltar Companies Act to
consider and, if thought fit, approve the Scheme (with or without
amendment) including any adjournment or postponement of any
such meeting

bwin.party Shareholder Resolutions the resolutions to be proposed by bwin.party at the bwin.party
General Meeting in connection with, amongst other things, the
alteration of bwin.party’s articles of association and such other
matters as may be necessary to implement the Scheme and the
delisting of the bwin.party Shares
bwin.party Shares

the fully paid up ordinary shares of 0.015 pence each in the capital
of bwin.party

Cenkos or Nominated Adviser
(as the context requires)

Cenkos Securities plc, a company incorporated in England and
Wales with registered number 5210733 which: (i) as at the date of
this document is acting as nominated adviser and broker (as defined
in the AIM Rules for Companies) to GVC and (ii) will, from
Admission, act as financial adviser to GVC

Cerberus

Cerberus Business Finance, LLC, a company incorporated in
Delaware, USA, with registered number 3997684

Cerberus Loan

€400 million loan from Cerberus to GVC pursuant to the terms of
the Cerberus Loan Agreement

Cerberus Loan Agreement

the agreement dated 4 September 2015 setting out the terms and
conditions of the Cerberus Loan to the Company, a summary of the
principal terms of which are set out in paragraph 19.3 of Part 10 of
this document
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City Code

the City Code on Takeovers and Mergers of the United Kingdom
issued from time to time by or on behalf of the Panel

Closing Price

the closing middle market quotation of a share on a particular
trading day, as derived (in respect of the bwin.party Shares) from
the London Stock Exchange Daily Official List and (in respect of
GVC Shares) from the AIM appendix to the London Stock
Exchange Daily Official List

Completion

Completion of the Acquisition (i.e. when the Scheme becomes
Effective, the transfer of bwin.party Shares takes place, Admission
occurs and all of the other Conditions are satisfied or, if capable of
being waived, are waived)

Conditions

the conditions, referred to in paragraph 5.1 of Part 1 of this
document and in the Scheme Document, to which the Scheme
becoming Effective is subject and which are set out in full in the
Scheme Document

Consideration Shares

up to 195,205,603 new GVC Shares to be issued as consideration to
bwin.party Shareholders pursuant to the Scheme

Co-operation Agreement

the agreement dated 4 September 2015 between bwin.party and
GVC relating to, amongst other things, the implementation of the
Acquisition

Court

the Supreme Court of Gibraltar

CREST

the system for the paperless settlement of trades and the holding of
securities in uncertificated form operated by Euroclear

Disclosure and Transparency
Rules or DTR

the Disclosure Rules and the Transparency Rules made by the FCA
under Part VI of FSMA

EC

European Commission

ECJ

European Court of Justice

EEA

European Economic Area

Effective

(a)

if the Acquisition is implemented by way of the Scheme, the
date on which the order of the Court sanctioning the Scheme
under Part VIII of the Gibraltar Companies Act becomes
effective in accordance with its terms; or

(b)

if the Acquisition is implemented by way of a Takeover
Offer, such Takeover Offer having been declared or become
unconditional in all respects in accordance with the City
Code

Effective Date

the date on which the Scheme becomes Effective in accordance
with its terms (or the date on which a Takeover Offer is declared
wholly unconditional, as the case may be)

Enlarged Company

GVC following Completion

Enlarged Group

the GVC Group, as enlarged by the Acquisition following
Completion

Enlarged Issued Share Capital

the issued ordinary share capital of the Enlarged Company
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EPC

East Pioneer Corporation B.V., a wholly-owned subsidiary of
Sigma Corporate Management, a company incorporated and
registered in Curaçao under company number 88008

EU

the European Union

Euro or €

the monetary unit of the EU’s single currency

Euroclear

Euroclear UK & Ireland Limited, a company incorporated in
England and Wales with registered number 2878738

Exchange Act

US securities Exchange Act of 1934, as amended, and the rules and
regulations promulgated thereunder

Executive Directors

the executive directors of GVC, being Kenneth Alexander and
Richard Cooper

FCA

the UK Financial Conduct Authority acting in its capacity as the
competent authority for the purposes of Part VI of the FSMA, and
any successor body having the same or similar functions

Form of Election

the form of election for use by an eligible Scheme Shareholder to
participate in the Mix and Match Facility

Form of Proxy

the form of proxy in connection with each of the bwin.party
Shareholder Court Meeting and the bwin.party General Meeting,
which shall accompany the Scheme Document and “Form of
Proxy” shall mean either of them as the context requires

FSMA

the UK Financial Services Market Act 2000, as amended from time
to time and any subordinate legislation

Fundraising

the Placing and the Subscription

Gibraltar Companies Act

the Companies Act 2014 of Gibraltar

Grant Thornton

Grant Thornton UK LLP

GVC Articles or GVC
Articles of Association

the articles of association of GVC as at the date of this document

GVC Board

the board of directors of GVC

GVC Directors

the directors (both executive and non-executive) of GVC at the date
of this document whose names are set out on page 55 of this
document, and “Director” shall mean any one of them

GVC General Meeting or
Extraordinary General
Meeting

the General Meeting of GVC to be convened in connection with the
Offer, notice of which is set out in this document (including any
adjournment thereof)

GVC Form of Proxy

the form of proxy sent to GVC Shareholders in connection with
their voting instructions at the GVC General Meeting

GVC Group

GVC, any subsidiary undertaking of GVC, any parent undertaking
of GVC and any subsidiary undertaking of any parent undertaking
of GVC, in each case, from time to time

GVC or Company

GVC Holdings plc, a public company limited by shares,
incorporated in the Isle of Man with company number 4685V
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GVC Shareholder Resolutions

the resolutions to be proposed at the GVC General Meeting to,
amongst other things, approve the Acquisition and increase the
authorised share capital of GVC as such resolutions are set out in
the Notice of General Meeting

GVC Shareholders

holders of GVC Shares

GVC Share Incentive Schemes

the LTIP, the 2015 LTIP and the Retention Plan

GVC Shares

ordinary shares of €0.01 par value each in the capital of GVC

GVC Sports

GVC Sports B.V., a wholly-owned subsidiary of GVC, a company
incorporated in Curaçao under company registration number 19454

GVC Voting Record Time

the last date and time upon which entitlement to vote at the GVC
General Meeting will be determined which will be set out in the
Notice of General Meeting and will be 6.00 p.m. on the second day
before the GVC General Meeting

Hedging Instrument

the option dated 4 September 2015 with Nomura International plc,
a summary of which is set out in paragraph 19.3(k) of Part 10 of this
document

HMRC

HM Revenue & Customs

IFRS

International Financial Reporting Standards

Issue Price

422 pence per GVC Share to be issued pursuant to the Fundraising

ITEPA

Income Tax (Earnings and Pensions) Act 2003

Listing Rules

the rules and regulations made by the Financial Conduct Authority
in its capacity as the UKLA under the FSMA

London Stock Exchange

London Stock Exchange plc

Long Stop Date

31 March 2016, or such earlier or later date as bwin.party and GVC
may agree and the Court may allow

LTIP

the GVC Holdings PLC 2010 Long Term Incentive Plan

Main Market

the Main Market for listed securities of the London Stock Exchange

Material Territories

each of those jurisdictions from which the Enlarged Group, after the
Effective Date, will generate a material proportion of its revenues or
in which it will have a physical presence, being those jurisdictions
discussed at paragraph 5 and paragraph 6 of Part 8 of this document

Member State

a member state of the EU

Mix and Match Facility

the mix and match facility under which it is proposed that
bwin.party Shareholders (other than any bwin.party Shareholders in
a Restricted Jurisdiction) would be able to elect to vary the
proportions in which they receive cash and GVC Shares under the
Offer, subject to the off-setting elections made by other bwin.party
Shareholders

Model Code

the model code on directors’ dealings in securities set out in the
annex to Chapter 9 of the Listing Rules

New GVC Shares

the Consideration Shares, the Placing Shares and the Subscription
Shares
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Net Fundraising Proceeds

the net amount of approximately £145.1 million (€205.6 million)
which GVC intends to raise through the Fundraising

Non-executive Directors

the current non-executive directors of GVC, being Lee Feldman and
Karl Diacono, and the Proposed Director, as the context requires

Notice of Extraordinary
General Meeting

the notice convening the GVC General Meeting dated 13 November
2015 and set out at the end of this document

Offer

the proposed acquisition by GVC of the entire issued and to be
issued ordinary share capital of bwin.party to be effected by means
of the Scheme (or if GVC so elects, with the consent of the
bwin.party Board in accordance the Co-operation Agreement, by
means of a Takeover Offer) on the terms and subject to the
Conditions set out in the Scheme Document and, where the context
admits, any subsequent revision, variation, extension or renewal
thereof

Offer Document

should GVC elect (with the consent of the Panel) to implement the
Acquisition by way of a Takeover Offer, the document which would
be dispatched to bwin.party Shareholders containing, amongst other
things, the details of that Takeover Offer, the terms and conditions
of that Takeover Offer and certain information about GVC and
bwin.party

Offer Period

the offer period (as defined by the City Code) relating to bwin.party,
which commenced on 4 September 2015

Official List

the official list which is maintained by the UK Listing Authority
pursuant to Part VI of FSMA

Overseas Shareholders

GVC Shareholders or bwin.party Shareholders (or nominees of, or
custodians or trustees for, GVC Shareholders or bwin.party
Shareholders) not resident in, or nationals or citizens of, the United
Kingdom or Gibraltar

Panel or Takeover Panel

the Panel on Takeovers and Mergers

Participants

the Executive Directors and Lee Feldman

Placing

the conditional placing by Cenkos (on behalf of GVC) of the
Placing Shares at the Issue Price and on the terms and subject to the
conditions contained in the Placing Agreement

Placing Agreement

the conditional placing agreement dated 4 September 2015 and
made between GVC and Cenkos, a summary of the principal terms
of which are set out in paragraph 19.5 of Part 10 of this document

Placing Shares

the 27,978,812 new GVC Shares to be issued pursuant to the terms
of the Placing

Premium Listing

a listing on the premium segment of the Official List

Proposed Director

Norbert Teufelberger, whose appointment as a non-executive
director of GVC will take effect upon Admission

Prospectus Directive

Article 3 of the European Union Directive 2003/71/EC (as
amended)
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Prospectus Rules

the prospectus rules made by the FCA pursuant to section 73A of
the FSMA

Registrar of Companies

the Registrar of Companies in Gibraltar

Regulations

the Uncertificated Securities Regulations 2006 of the Isle of Man
(Statutory Document Number 743/06) including any modifications
or any regulations made in substitution under sections 48 and 215
of the 2006 Act and for the time being in force

Regulatory Authority

any government, government department or governmental, quasigovernmental, supranational, statutory, regulatory, environmental,
or investigative body, court, trade agency, association, institution or
any other body or person whatsoever in any jurisdiction

Relevant Financial Instruments

a financial instrument relating to GVC’s securities in respect of
which disclosure would be required under DTR 5.3.1 if GVC were
incorporated in England

Remuneration Committee

the remuneration committee of GVC, which at the date of this
document is chaired by Karl Diacono and has Lee Feldman as its
other member

Restricted Jurisdictions

the State of New York and any other jurisdiction where GVC is
advised that the extension of, availability or issue of GVC Shares or
of the Offer would violate the law of that jurisdiction or would
result in a requirement to comply with any other governmental or
other consent or any registration, filing or other formality which
GVC, in its absolute discretion, regards as unduly onerous

Retention Plan

the GVC Retention Plan for the Participants

Scheme

the proposed scheme of arrangement to be made under Part VIII of
the Gibraltar Companies Act between bwin.party and the Scheme
Shareholders in connection with the Offer, with or subject to any
modification, addition or condition approved or imposed by the
Court and agreed by bwin.party and GVC

Scheme Court Order

the order of the Court sanctioning the Scheme under Part VIII of the
Gibraltar Companies Act

Scheme Document

the document to be sent to bwin.party Shareholders containing,
amongst other things, the Scheme and the notices convening the
bwin.party Shareholder Court Meeting and the bwin.party General
Meeting

Scheme Record Time

the record date and time for the Scheme, specified in the Scheme
Document

Scheme Shareholders

holders of Scheme Shares

Scheme Shares

all the bwin.party Shares:
(i)

in issue at the date of this document;

(ii)

issued after the date of this document but before the Scheme
Voting Record Time; and
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(iii)

issued at or after the Scheme Voting Record Time but before
the Scheme Record Time on terms that the holders shall be
bound by the Scheme,

in each case excluding any bwin.party Shares registered in the name
of, or beneficially owned by, GVC or any entity in the GVC Group
Scheme Voting Record Time

in relation to the bwin.party Shareholder Court Meeting, 6.00 p.m.
(London time) on the second day before the bwin.party Shareholder
Court Meeting, or, if the bwin.party Shareholder Court Meeting is
adjourned, 6.00 p.m. (London time) on the second day before the
adjourned meeting

SDRT

Stamp Duty Reserve Tax

SEC

the US Securities and Exchange Commission

Services Agreement

the agreement entered into on 13 October 2011 between GVC,
GVC Sports and EPC under which GVC Sports agreed to supply to
EPC certain services to support EPC’s operation of the Superbahis
Business

Sportingbet

Sportingbet plc, the company acquired by GVC in March 2013

Standard Listing

a listing on the standard segment of the Official List

Sterling or £

the lawful currency of the UK

Subscriber

any US-resident investor who subscribes for Subscription Shares
pursuant to a Subscription Letter

Subscription

the proposed subscription of the Subscription Shares by the
Subscribers at the Issue Price pursuant to the Subscription Letters,
to be made outside of the Placing and pursuant to Regulation D of
the US Securities Act

Subscription Letter

the letter to be delivered or sent to the Subscribers by the Company
in connection with the Subscription

Subscription Shares

the 7,566,212 new GVC Shares to be issued pursuant to the
Subscription

Superbahis Business

the Turkish language website, www.superbahis.com and associated
offshore assets which were acquired by EPC from bwin.party on
21 November 2011

Takeover Offer

a takeover offer, as that term is defined in section 974 of the UK
Companies Act

Transaction

the Acquisition, the Fundraising and Admission

Turkish Businesses

the Betboo Turkish Business and the Superbahis Business

UK Corporate Governance Code

the UK Corporate Governance Code published by the Financial
Reporting Council from time to time

UK Listing Authority or UKLA

the FCA acting in its capacity as the competent authority for the
purposes of Part VI of the FSMA

UK or United Kingdom

the United Kingdom of Great Britain and Northern Ireland
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UK Companies Act

the UK Companies Act 2006 as amended, modified, consolidated,
re-enacted or replaced from time to time

US or United States

the United States of America

US GAAP

US generally accepted accounting principles

US Securities Act

the US Securities Act of 1933 as amended and the rules and
regulations promulgated thereunder

References to the singular shall include references to the plural, where applicable and vice versa.
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GLOSSARY
Active Customers

customers who have either won or wagered more than €50 Net
Gaming Revenue in CasinoClub

ARPD

average revenues per day

B2B

business to business

B2C

business to consumer

Clean EBITDA

earnings before interest, tax, depreciation and amortisation and
before exceptional items and share option charges

Clean Net Operating Cashflow

Clean EBITDA less: capitalised internally developed software;
purchase of non-current assets; cash expended on Available for Sale
assets; finance lease repayments; corporation tax payments less
receipts; and other working capital movements

CAGR

compound annual growth rate

Contribution

NGR less software royalties, payment processing costs, affiliate
shares and other marketing expenditure

Contribution Margin

Contribution divided by NGR

EBITDA

earnings before interest, tax, depreciation and amortisation

EURIBOR

Euro Interbank Offer Rate

Gross Gaming Yield

the total amount wagered by customers, plus the total of any
amounts earned in connection with the activities authorised by a
company’s gaming licence, minus the provision of prizes or
winnings before the payment of any applicable taxes, disbursements
to charitable or other causes by games established for those
purposes, or any other expenses

Interstate Treaty

the German Interstate Treaty on Gambling

ISP

internet service provider

NBV

net book value

Net Gaming Revenue or NGR

the fair value of consideration received or receivable. In sports
betting, NGR is calculated as the gains and losses in respect of bets
placed on sporting events which have taken place in the period,
stated net of betting taxes and certain promotional bonuses.
In casino and gaming, NGR represents the net win in respect of bets
placed in games that have concluded in the period, stated net of
certain promotional bonuses. In poker, NGR represents the rake or
commission for games that have concluded in the period, net of
certain promotional bonuses

Net Operating Cashflow

profits, before taxation plus depreciation, amortisation, share option
charges, but after deducting, capital expenditure, cash absorbed by
working capital requirements, tax payments, management’s
estimates of other significant outflows in the impending quarter,
interest payments (if any), and acquisition earn-out payments

RNG

random number generator

376

Sportsbook

sports betting operation

Sports Gross Margin

sports wagers less payouts

Sports Gross Margin per cent.

Sports Gross Margin divided by sports wagers
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NOTICE OF EXTRAORDINARY GENERAL MEETING
GVC HOLDINGS PLC
(incorporated and registered in the Isle of Man with registered number 4685V)

Notice is hereby given that an Extraordinary General Meeting of the shareholders of GVC Holdings PLC
(the “Company”) will be held at the offices of DQ Advocates Ltd, The Chambers, 5 Mount Pleasant,
Douglas, Isle of Man IM1 2PU at 10.30 a.m. on 15 December 2015 for the purpose of considering and, if
thought fit, passing the following resolutions, of which Resolutions 1, 2, 3 and 4 will be proposed as ordinary
resolutions and Resolutions 5 and 6 will be proposed as special resolutions.
Capitalised terms used in this Notice of General Meeting and not defined shall have the same meanings as
in the Prospectus (as defined below).
RESOLUTION 1: ORDINARY RESOLUTION – APPROVAL OF ACQUISITION
1

THAT, subject to and condition upon the passing of Resolutions 2, 3 and 5 below, the proposed
acquisition of 100 per cent. of the issued shares in bwin.party digital entertainment plc, as described
in the prospectus to shareholders of the Company dated 13 November 2015 of which this Notice of
General Meeting forms part, a copy of which has been produced to the meeting and initialled by the
Chairman of the meeting for the purposes of identification only (“Prospectus”), on the terms and
subject to the conditions set out in the Prospectus and the Scheme Document, be and is hereby
approved, including for the purposes of Rule 14 of the AIM Rules for Companies, and that the
directors of the Company (“Directors”) (or a duly authorised committee thereof) be and are hereby
authorised to take all such steps as may be necessary, expedient or appropriate in relation thereto and
to carry out the same into effect with such modification, variations, revisions, waivers or amendments
(providing such modifications, variations, revisions, waivers or amendments are not in the opinion of
the Directors, or any such committee, of a material nature) to such agreements or any documents
relating thereto or as they shall deem necessary, expedient or appropriate.

RESOLUTION 2: ORDINARY RESOLUTION – AUTHORITY TO INCREASE SHARE CAPITAL
2

THAT, subject to and conditional upon the passing of Resolutions 1, 3 and 5, the Directors of
the Company be and they are hereby generally and unconditionally authorised by the Company’s
articles of association (“Articles”) to increase the authorised share capital of the Company from
80,000,000 GVC Shares of €0.01 each to 350,000,000 GVC Shares of €0.01 each by the creation of
270,000,000 additional GVC Shares of €0.01 each, ranking pari passu with the existing ordinary
shares in the capital of the Company.

RESOLUTION 3: ORDINARY RESOLUTION – AUTHORITY TO ALLOT SHARES
3

THAT, subject to and conditional upon the passing of Resolutions 1, 2 and 5, the Directors of the
Company be and are hereby generally and unconditionally authorised pursuant to the Articles to
exercise all the powers of the Company to allot shares in the Company and to grant rights to subscribe
for or to convert any security into such shares (all of which transactions are hereafter referred to as an
allotment of “relevant securities”) up to an aggregate nominal amount of €2,307,506.27 pursuant to
the Fundraising and the Scheme and the allotment and issue of the Placing Shares, the Subscription
Shares and the Consideration Shares, which authority shall be in addition to the existing authority
conferred, which shall continue in full force and effect. The authority conferred by this resolution
shall expire (unless previously revoked or varied by the Company in general meeting) on the
conclusion of the next annual general meeting of the Company or the date 15 months from the date
of passing of this resolution, whichever is the earlier, save that the Company may before such expiry,
revocation or variation make an offer or agreement which would or might require relevant securities
to be allotted after such expiry, revocation or variation and the Directors may allot relevant securities
in pursuant of such offer or agreement as if the authority hereby conferred had not expired or been
revoked or varied.
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RESOLUTION 4: ORDINARY RESOLUTION – APPROVAL OF NEW SHARE PLAN
4

THAT, the rules of the GVC Holdings PLC 2015 Long Term Incentive Plan, as described in the
Prospectus to shareholders of the Company of which this Notice of General Meeting forms part, a
copy of which has been produced to the meeting and initialled by the Chairman of the meeting for the
purpose of identification only (“2015 LTIP”), be and is hereby approved and that the Directors (or a
duly authorised committee thereof) be and are hereby authorised to make such modifications to the
rules of the 2015 LTIP as they may consider appropriate and to do all such other acts and things as
they may consider appropriate to implement the 2015 LTIP.

RESOLUTION 5: SPECIAL RESOLUTION – DISAPPLICATION OF PRE-EMPTION RIGHTS
5

THAT, subject to and conditional upon the passing of Resolutions 1, 2 and 3 above, in addition to all
other existing powers of the Directors in the Articles which shall continue in full force and effect, the
Directors are empowered under article 5.2 of the Articles to allot and issue for cash, pursuant to the
authority conferred by Resolution 3 above, the Placing Shares, the Subscription Shares and the
Consideration Shares to be allotted pursuant to the Fundraising and the Scheme as if article 5.2 of the
Articles did not apply to any such allotment. Such power shall, subject to the continuance of the
authority conferred by Resolution 3, expire on the conclusion of the next annual general meeting of
the Company or the date 15 months from the date of passing of this resolution, whichever is the
earlier, but may be revoked or varied from time to time by special resolution so that the Company may
before such expiry, revocation or variation make an offer or agreement which would or might require
shares to be allotted and issued after such expiry, revocation or variation and the Directors may allot
and issue in pursuance of such offer or agreement as if such power had not expired or been revoked
or varied.

RESOLUTION 6: SPECIAL RESOLUTION – AMENDMENT OF THE ARTICLES
6

THAT, subject to and conditional upon the passing of Resolutions 1, 2, 3 and 4 above and by the
powers of the Directors under the Articles, the Articles of the Company be amended so that article 4
will read as follows:
“Unless the Company shall by resolution otherwise direct, the amount of share capital of the
Company available for issue is €3,500,000 divided into 350,000,000 ordinary shares of €0.01 each.”
Registered Office:
32 Athol Street
Douglas
Isle of Man
IM1 1JB

BY ORDER OF THE BOARD
13 November 2015
Lee Feldman
Chairman
Notes:
1.

Pursuant to Regulation 22 of the Uncertificated Securities Regulations 2006, only those shareholders registered in the
shareholders’ register of the Company as at 6.00 p.m. on 13 December 2015 shall be entitled to attend and vote at the meeting
in respect of the number of shares registered in their name at that time. If the meeting is adjourned, the time by which a person
must be entered on the shareholders’ register of the Company in order to have the right to attend and vote at the adjourned
meeting is 6.00 p.m. on the day two days before the date fixed for the adjourned meeting. Changes to entries on the relevant
register of securities after that time shall be disregarded in determining the rights of any person to attend or vote at the meeting.

2.

Members entitled to attend and vote at the General Meeting are also entitled to appoint one or more proxies to exercise all or any
of their rights to attend and to speak and vote on their behalf at the meeting. A shareholder may appoint more than one proxy
provided that each proxy is appointed to exercise the rights attached to a different share or shares held by that shareholder, which
detail must be identified on the form of proxy. A proxy need not be a shareholder of the company. A proxy form which may be
used to make such appointment and give proxy instructions accompanies this notice. If you wish your proxy to speak at the
meeting, you should appoint a proxy other than the chairman of the meeting and give your instructions to that proxy.

3.

To be valid the form of proxy should be completed, signed and delivered (together with the power of attorney or other authority
(if any) under which it is signed, or a notarially certified copy of such power or authority) to the Company’s registrars, Capita
Asset Services, PXS1, 34 Beckenham Road, Beckenham, Kent BR3 4TU not later than 48 hours before the time appointed for
holding the General Meeting or, in the case of a poll taken subsequent to the date of the General Meeting, or any adjourned
meeting, not less than 24 hours before the time appointed for the taking of the poll which is taken more than 48 hours after the
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day of the General Meeting or adjourned meeting. Shareholders who intend to appoint more than one proxy can obtain additional
forms of proxy from Capita Asset Services. Alternatively, the form of proxy provided may be photocopied prior to completion.
The forms of proxy should be returned in the same envelope and each should indicate that it is one of multiple appointments
being made.
4.

Completion and submission of the form of proxy by a shareholder will not prevent him from attending the meeting and voting
at the meeting in person, in which case any votes cast by the proxy will be excluded.

5.

In the case of joint holders, the vote of the senior holder who tenders a vote, whether in person or by proxy, will be accepted to
the exclusion of the votes of any other joint holders. For these purposes, seniority shall be determined by the order in which the
names stand in the shareholders’ register in respect of the joint holding.

6.

An abstention (or “vote withheld”) option has been included on the form of proxy. The legal effect of choosing the abstention
option on any resolution is that the shareholder concerned will be treated as not having voted on the relevant resolution. The
number of votes in respect of which there are abstentions will however be counted and recorded, but disregarded in calculating
the number of votes for or against each resolution.

7.

CREST members who wish to appoint one or more proxies through the CREST system may do so by using the procedures
described in the “CREST voting service” section of the CREST Manual. CREST personal members or other CREST sponsored
members, and those CREST members who have appointed one or more voting service providers, should refer to their CREST
sponsor or voting service provider(s), who will be able to take the appropriate action on their behalf. In order for a proxy
appointment or a proxy instruction made using the CREST voting service to be valid, the appropriate CREST message
(a “CREST proxy appointment instruction”) must be properly authenticated in accordance with the specifications of CREST’s
operator, Euroclear UK & Ireland Limited (“Euroclear”), and must contain all the relevant information required by the CREST
Manual. To be valid, the message (regardless of whether it constitutes the appointment of a proxy or is an amendment to the
instruction given to a previously appointed proxy) must be transmitted so as to be received by Capita Asset Services (ID RA10),
as the Company’s “issuer’s agent”, by 10.30 a.m. on 11 December 2015. After this time any change of instruction to a proxy
appointed through the CREST system should be communicated to the appointee through other means. The time of the message’s
receipt will be taken to be when (as determined by the timestamp applied by the CREST Applications Host) the issuer’s agent is
first able to retrieve it by enquiry through the CREST system in the prescribed manner. Euroclear does not make available special
procedures in the CREST system for transmitting any particular message. Normal system timings and limitations apply in
relation to the input of CREST proxy appointment instructions. It is the responsibility of the CREST member concerned to take
(or, if the CREST member is a CREST personal member or a CREST sponsored member or has appointed any voting service
provider(s), to procure that his CREST sponsor or voting service provider(s) take(s)) such action as is necessary to ensure that a
message is transmitted by means of the CREST system by any particular time. CREST members and, where applicable, their
CREST sponsors or voting service providers should take into account the provisions of the CREST Manual concerning timings
as well as its section on “Practical limitations of the system”. In certain circumstances the Company may, in accordance with the
Uncertificated Securities Regulations 2006 or the CREST Manual, treat a CREST proxy appointment instruction as invalid.

8.

In order to facilitate voting by corporate representatives at the meeting, arrangements will be put in place at the meeting so that
(i) if a corporate shareholder has appointed the chairman of the meeting as its corporate representative to vote on a poll in
accordance with the directions of all of the other corporate representatives for that shareholder at the meeting, then on a poll those
corporate representatives will give voting directions to the chairman and the chairman will vote (or withhold a vote) as corporate
representative in accordance with those directions; and (ii) if more than one corporate representative for the same corporate
shareholder attends the meeting but the corporate shareholder has not appointed the chairman of the meeting as its corporate
representative, a designated corporate representative will be nominated, from those corporate representatives who attend, who
will vote on a poll and the other corporate representatives will give voting directions to that designated corporate representative.
Corporate shareholders are referred to the guidance issued by the Institute of Chartered Secretaries and Administrators on proxies
and corporate representatives (www.icsa.org.uk) for further details of this procedure. The guidance includes a sample form of
appointment letter if the chairman is being appointed as described in (i) above.

9.

Shareholders, proxies and authorised representatives will be required to provide their names and addresses for verification against
the register of members and proxy appointments received by the Company before entering the meeting. Each authorised
representative must produce proof of his or her appointment, in the form of the actual appointment or a certified copy. Other than
this, there are no procedures with which any such persons must comply in order to attend and vote at the meeting.

10. Shareholders, proxies and authorised representatives may raise questions at the meeting concerning any business being dealt with
at the meeting and will receive answers, except that a question need not be answered where it would interfere unduly with the
conduct of the meeting, would involve the disclosure of confidential information, where the answer has already been given on a
website in the form of an answer to a question or where it is undesirable in the interests of the Company or the good order of the
meeting that the question be answered.
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