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LADBROKES GROUP FINANCE PLC Company number: 01429533

Strategic Report
for the year ended 31 December 2015

The directors present their Strategic Report on the Company for the year ended 31 December 2015.

Principal activities

The Company undertook the principal borrowing for Ladbtokes plc and its subsidiaries, invested in
loans to other members of the Ladbrokes plc group and undertook associated finance-related
activities.

Review of business

In October 2015 the Company signed a £1.35 billion facility with a syndicate of relationship banks to
provide committed financing for the proposed merger, subject to completion, between Ladbrokes plc
(‘Ladbrokes”) and certain entities of the Gala Coral Group (Coral’) announced on 24 July 2015.

The new facility has three tranches and will be available for drawing subject to completion of the
merger with Coral.

— Tranche A - £600 million term facility — October 2016 and, subject to extension options,
January 2018 (on 13 June 2016, the facility agreement was amended to provide the
borrower with the option of an additional extension period of 6 months which would, if
exercised, mean that the ultimate maturity of the facility would be July 2018)

- Tranche B - £400m Revolving Credit Facility - October 2020
— Tranche C - £350m Revolving Credit Facility - June 2019

The Company’s remaining standalone £350 million June 2019 bank facilities will be cancelled as a
condition precedent to drawing on the new facility.

£55.0 million of committed bank facilities were cancelled in the year, leaving a total of £350.0 million
of committed bank facilities. As at 31 December 2015, the committed bank facilities maturities are
£350.0 million (2014: £350.0 million) on 13 June 2019 and £nil (2014: £55.0 million) on 1 December
2016. As at 31 December 2015 there were no drawings under these facilities (2014: £117.0 million).
The Company has undrawn committed borrowing facilities of £346.8 million at 31 December 2015
(2014: £283.0 million).

The Company disposed of all of its investments in subsidiaries during the year for a consideration of
£1,677,346,000. This resulted in a profit on disposal of £120,950,000.

Key performance indicators

The Company’s key financial performance indicators during the year were as follows:

2015 2014 change
£‘OOO £000 %

Net finance income 39,185 17,408 125.1
Profit before tax 156,244 98,619 58.4
Profitaftertax 157,773 98,619 60.0
Third party interest bearing loans and borrowings (323,132) (440,656) (26.7)
Amounts due from group companies 4,479,221 3,352,754 33.6
Amount due to group companies (3,673,049) (4,142,279) (11.3)
Equity shareholder’s funds 486,832 329,059 47.9
Percentage of Ladbrokes plc group’s gross borrowings at fixed 100% 73.4% -

rates (target minimum 25%)



LADBROKES GROUP FINANCE PLC Company number: 01429533

Strategic Report
for the year ended 31 December 2015 (continued)

Profit on disposal of investments during the year was £120,950,000 (2014: £78,941,000). This and
other material reorganisations transacted within the Ladbrokes plc group, accounts for the
movements in amounts due to/from group companies as well as the movement in net finance income,
which is largely made up of interest payable/receivable to/from Ladbrokes plc group companies.

During the year the Company adopted FRS 101 - Reduced Disclosure Framework and has taken
advantage of the disclosure exemptions allowed under this standard. As a financial institution, the
Company complies with the disclosure requirements of IFRS 7 Financial Instrument: Disclosures and
IFRS 13 Fair Value Measurement. The Company’s parent undertaking, Ladbrokes plc, was notified of
and did not object to, the use of the EU-adopted IFRS disclosure exemptions. Transition tables
showing material adjustments are disclosed in note 23.

Principal risks and uncertainties

The ultimate parent company, Ladbrokes plc, reviews and evaluates the key risks and uncertainties
faced by the Ladbrokes plc group as part of the divisional reviews undertaken at its regular Board
meetings. The impact of risks and uncertainties of the Company is considered as part of this review
process.

The Company’s principal risks arise from exposure to foreign currencies and interest rate movements
arising from the finance related activities and borrowing which it undertakes on behalf of the
Ladbrokes plc group. The policies of the Company for managing these exposures and the risk profile
of the Company at 31 December 2015 are described in greater detail in notes 16 and 17 of these
financial statements. The Company has no other significant risks or uncertainties other than those
that arise from being a part of the Ladbrokes plc group, which are dealt with in the Strategic Report
presented in the Annual Report and Accounts 2015 of Ladbrokes plc on pages 26 to 30.

By order of the

Secretaries Limited



LADBROKES GROUP FINANCE PLC Company number: 01429533

Directors’ Report
for the year ended 31 December 2015

Directors: I A Bull (resigned 26 February 2016)
V Parmar
A J Wilson (resigned 13 June 2016)
A J Bushnell
S Shah (appointed 13 June 2016)

Secretary: Ladbroke Corporate Secretaries Limited

Registered Office: Imperial House, Imperial Drive, Rayners Lane, Harrow, HA2 7JW

The directors present their Report and the audited financial statements of the Company for the year
ended 31 December2015.

Results and dividends

The financial statements for the year show a profit after tax of £157,773,000 (2014: £98,619,000).

The directors do not recommend the payment of a dividend (2014: £nil).

Future developments

The Company does not anticipate any changes in its activities in the forthcoming year.

Corporate governance statement

As the Company only has debt securities listed on the London Stock Exchange, it is not requited to
comply with the Financial Conduct Authority’s requirements to report on compliance with, and
application of, the UK Corporate Governance Code. The disclosures below ate requited by
Disclosure and Transparency Rule 7.

The directors have ultimate responsibility for the system of internal control operating throughout the
Company and for reviewing its effectiveness. No system of internal control can provide absolute
assurance against material misstatement or loss. The Company’s system is designed to manage
rather than eliminate the risk of failure to achieve business objectives and to provide the directors with
reasonable assurance that potential problems will normally be prevented or will be detected in a
timely manner for appropriate action.

The Company has had internal control and risk management procedures in relation to its financial
reporting process in place throughout the year and up toZ’u’.Q. 2016, the date of approval of these
financial statements, which accord with the Revised Internal Control Guidance for Directors on the
Combined Code published in October 2005.

The directors also conduct an assessment of the effectiveness of the internal control system. The
assessment takes account of all significant aspects of internal control including: risk assessment; the
control environment and control activities; information and communication; and monitoring.

Going concern

In assessing the going concern basis, the directors considered the Company’s activities and the
financial position of the Company as described on pages 1 and 2, and the Company’s financial risk
management objectives and policies as included in note 16 to the financial statements on pages 23 to
26.

3



LADBROKES GROUP FINANCE PLC Company number: 01429533

Directors’ Report
for the year ended 31 December 2015 (continued)
Going concern (continued)

The directors consider that the Company has adequate resources to continue in operational
existence for the foreseeable future and that it is therefore appropriate to adopt the going concern
basis in preparing its financial statements.

Directors’ and officers’ liability insurance

During the year, Ladbrokes plc purchased and maintained on behalf of the Company liability
insurance for its directors and officers as permitted by Section 233 of the Companies Act 2006.

Statement of directors’ responsibilities

The directors are responsible for preparing the Strategic Report, Directors’ Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have prepared the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
Financial Reporting Standard 101 Reduced Disclosure Framework (FRS 101).

Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that period. In preparing these financial statements, the directors are required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and accounting estimates that are reasonable and prudent;

• state whether applicable United Kingdom Accounting Standards, including FRS 101, have
been followed, subject to any material departures disclosed and explained in the financial
statements;

• notify the Company’s shareholders in writing about the use of disclosure exemptions, if any,
of FRS 101 used in the preparation of financial statements; and

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

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

Disclosure of information to the auditor

Each of the directors in office as of the date of approving this report confirm that:

• so far as they are aware, there is no relevant audit information of which the Company’s
auditors are unaware; and

• they have taken all the steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the Company’s
auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of S418 of the
Companies Act 2006.

4



LADBROKES GROUP FINANCE PLC Company number: 01429533

Directors’ Report
for the year ended 31 December 2015 (continued)

Independent auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and
a resolution concerning their re-appointment will be proposed at the Annual General Meeting.

By order of the Board

Secretaries Limited

5



LADBROKES GROUP FINANCE PLC Company number: 01429533

Independent auditors’ report to the members of Ladbrokes Group Finance plc

Report on the financial statements

Our opinion

In our opinion, Ladbrokes Group Finance plc’s financial statements (the “financial statements)”:

• give a true and fair view of the state of the Company’s affairs as at 31 December 2015 and of
its profit for the year then ended;

• have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

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

What we have audited

The financial statements included within the Annual Report and financial statements (the Annual
Report”) comprise:

• the balance sheet as at3l December2015;

• the income statement for the year then ended;

• the statement of changes in equity for the year then ended; and

• the notes to the financial statements, which include a summary of significant accounting
policies and other explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements
is United Kingdom Accounting Standards, comprising FRS 101 ‘Reduced Disclosure Framework’ and
applicable law (United Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the directors have made a number of subjective
judgements, for example in respect of significant accounting estimates. In making such estimates,
they have made assumptions and considered future events.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, the information given in the Strategic Report and the Directors’ Report for the financial
year for which the financial statements are prepared is consistent with the financial statements.

Other mafters on which we are required to report by exception

Adequacy of accounting records and information and explanations received

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

• we have not received all the information and explanations we require for our audit; or

• adequate accounting records have not been kept by the Company, or returns adequate for
our audit have not been received from branches not visited by us; or

• the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures
of directors’ remuneration specified by law are not made. We have no exceptions to report arising
from this responsibility.

6



LADBROKES GROUP FINANCE PLC Company number: 01429533

Independent auditors’ report to the members of Ladbrokes Group Finance plc
(continued)

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of directors’ responsibilities set out on page 4, the directors
ate responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”).
Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for
Auditors.

This report, including the opinions, has been prepared for and only for the Company’s members as a
body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose.
We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any
other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing.

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence
about the amounts and disclosures in the financial statements sufficient to give reasonable assurance
that the 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 Company’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 financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available
evidence, forming our own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we
consider necessary to provide a reasonable basis for us to draw conclusions. We obtain audit
evidence through testing the effectiveness of controls, substantive procedures or a combination of
both.

In addition, we read all the financial and non-financial information in the Annual Report to identify
material inconsistencies with the audited 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

orinc7stes
we consider the implications for our report.

Mark Jordan (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

Date: L7 ,
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Income statement
for the year ended 31 December 2015

Note 2015 2014

£000 £000

Finance income 7 125,153 116,735

Finance expense 7 (85,968) (99,327)

Net finance income 39,185 17,408

Profit on disposal of investments 120,950 78,941

Income from shares in group undertakings - 6,963

Administrative expenses (4,078) (4,592)

Foreign exchange gains/(losses) 187 (101)

Profit on ordinary activities before income tax 9 156,244 98,619

Income tax credit 10 1,529
-

Profit and total comprehensive income for the year
attributable to equity holders 157,773 96,619

There are no items of other comprehensive income in the years presented. Therefore, no separate statement of
other comprehensive income has been prepared.

The above results relate to continuing activities.

8



LADBROKES GROUP FINANCE PLC Company number: 01429533

Balance sheet
at3l December2015

Note 2015 2Q14

£000 £000
ASSETS

Non-current assets

Investments in subsidiaries 11 - 1,526,396
Trade and other receivables 12 6,580 3,385,132
Deferred tax assets 10 3,146 1,617

9,726 4,913,145

Current assets

Trade and other receivables 12 4,479,824 6,190
Cash and cash equivalents 13 1,845 43

4,481,669 6,233

Total assets 4,491,395 4,919,378

LIABILITIES

Current liabilities

Trade and other payables 14 (3,681,431) (8,697)

Non-current liabilities

Trade and other payables 14 (323,132) (4,581,622)

Total liabilities (4,004,563) (4,590,319)

Net assets 486,832 329,059

Shareholder’s equity

Issued share capital 19 20,350 20,350
Retained earnings 466,482 308,709

Total shareholder’s equity 486,832 329,059

The notes on pages 11 to 33 are an integral part of these financial statements.

The financial statements on pages 8 to 33 were approved by the board of directors onW’. 2016
and were signed on its behalf by:

V Parmar
Director

9



LADBROKES GROUP FINANCE PLC Company number: 01429533

Statement of changes in equity
for the year ended 31 December 2015

Total
shareholders’

equity

£000

230440At 1 January 2014

Profit for the year and total comprehensive
income

At31 December2014

At 1 January 2015

Profit for the year and total comprehensive
income

At31 December2015

Issued share Retained
capital earnings

£‘OOO £000

20350
210090

_______________

- 98,619 98,619

20,350 308,709 329,059

20,350 308,709 329,059

- 157,773 157,773

20,350 466,482 486,832
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015

Corporate information

Ladbrokes Group Finance plc (the Company’) is a limited company incorporated and
domiciled in the United Kingdom whose debt is publicly traded. The address of its registered
office and principal place of business is disclosed in the Directors’ Report.

The financial statements of the Company for the year ended 31 December 2015 were
authorised for issue in accordance with a resolution of the directors on 2016.

These financial statements were prepared in accordance with Financial Reporting Standard
101 Reduced Disclosure Framework (FRS 101) and Companies Act 2006. The financial
statements are prepared on a going concern basis under the historical cost convention
except for some financial assets and liabilities measured at fair value.

The Company’s financial statements are individual entity financial statements.

The Company’s financial statements are presented in Sterling, which is also the Company’s
functional currency, and all values are rounded to the nearest thousand fE’OOO) except when
otherwise indicated.

2. Basis of preparation

The Company has chosen to adopt early the Companies, Partnerships and Groups (Accounts
and Reports) Regulations 2015 and has prepared primary statements in accordance with lAS
1 Presentation of Financial Statements.

The financial statements for the year ended 31 December 2014 were consolidated financial
statements because the Company was the parent undertaking of a group. At 31 December
2015 the Company is no longer the parent undertaking of a group following the disposal of its
subsidiary undertakings during the year. As a result, the financial statements presented for
the year ended 31 December 2015 are the individual company financial statements. The
comparative figures disclosed for the year ended 31 December 2014 are also those of the
individual company.

New and amended standards and interpretations
The Company applied for the first time certain standards and amendments, which are
effective for annual periods beginning on or after 1 January 2015. The Company has not early
adopted any other standard, interpretation or amendment that has been issued but is not yet
effective. Although these new standards and amendments applied for the first time in 2015,
they did not have a material impact on the annual financial statements of the Company.

The Company transitioned from United Kingdom Generally Accepted Accounting Practice (UK
GAAP) to FRS 101. Figures for comparative periods have been restated with details of
adjustments set out in note 23.

The company has taken advantage of the transitional relief in IFRS 1.D14(b) to measure
investments in subsidiaries at their deemed cost at the transition date. Deemed cost is the
carrying amount of those investments under previous UK GAAP, at 1 January 2014.

The accounting policies which follow in note 5 set out those policies which apply in preparing
the financial statements for the year ended 31 December 2015 and have been applied
consistently to all years presented.

11



LADEROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015

2. Basis of preparation (continued)

The Company has taken advantage of the following disclosure exemptions under FRS 101 in
respect of:

a) Paragraph 38 of lAS 1 Presentation of Financial Statements (lAS 1’) to present
comparative information in respect of 79(a)(iv) of lAS 1.

b) Paragraphs 10(d), 10(f) and 39(c) of lAS 1
c) lAS 7 Statement of Cash Flows;
d) Paragraphs 30 and 31 of lAS 8 Accounting Policies, Changes in Accounting Estimates

and Errors;
e) Paragraph 17 of lAS 24 Related Party Disclosures (‘lAS 24’); and
f) lAS 24 to disclose related party transactions entered into between two or more members

of a group.

3. Changes in accounting policies

From 1 January 2015, the Ladbrokes plc group has applied, for the first time, certain
standards, interpretations and amendments. These include Annual Improvements to lFRSs —

2070-2012 Cycle and 207 1-2013 Cycle and Defined Benefit Plans: Employee Contribution —

Amendments to lAS 19.

The adoption of these amendments did not have any impact on the Company for the current
period or any prior period and is not likely to affect future periods.

4. Critical accounting estimates and judgements

The preparation of financial information requires the use of assumptions, estimates and
judgements that affect the amounts reported as assets and liabilities as at the balance sheet
date and the amounts reported as revenues and expenses during the year. Use of available
information and application of judgement are inherent in the formation of estimates. Actual
results in the future may differ from those reported. In this regard, management believes that
the key accounting policies where judgement is necessarily applied are those that relate to
financial assets, financial liabilities held at amortised cost, derivative financial instruments and
income tax. 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. The following estimates are dependent upon assumptions which could change in the
next financial year and have an effect on the carrying amounts of assets and liabilities
recognised at the balance sheet date.

Financial liabilities
The fair value of financial liabilities, including third party bank loans and other third party loans
due in more than one year, are estimated by discounting the future contractual cash flows at
current market interest rates, which include the credit margin used when the debt was issued.

Derivative financial instruments
The fair value of a derivative financial instrument is the present value of all future cash flows
(discounted at mid-swaps rate) and is translated at the spot exchange rate.

Income tax
Significant judgement is required in determining the provision for income taxes due to the
uncertainty of the amount of income tax that may be payable, and in respect of determining
the level of future taxable profits of the Company that support the recoverability of the
deferred tax asset. Further details are given in note 10.

12



LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

5. Summary of significant accounting policies

Going concern

After making enquiries, the directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future. The
Company therefore continues to adopt the going concern basis in preparing these financial
statements.

Investments

Investments in subsidiaries are stated at cost less provision for impairment.

As at 1 January 2014, in accordance with Paragraph D15 of IFRS I ‘First time adoption of
International Financial Reporting Standards’ (IFRS 1) Appendix D, the Company has
measured all investments at a deemed cost, being the previous GAAP carrying amount as at
this date.

The Company assesses these investments for impairment wherever events or changes in
circumstances indicate that the carrying value of an investment may not be recoverable. If
any such indication of impairment exists, the Company makes an estimate of the recoverable
amount. If the recoverable amount is less than the value of the investment, the investment is
considered to be impaired and is written down to its recoverable amount. An impairment loss
is recognised immediately in the profit and loss account.

Preference shares

At 31 December 2014, the Company held preference shares in a fellow Ladbrokes plc group
subsidiary undertaking. These were treated as financial assets, loans and receivables.

Financial assets

Financial assets are recognised when the Company becomes party to the contracts that give
rise to them. The Company classifies financial assets at inception as loans and receivables,
financial assets at fair value through profit or loss or available-for-sale financial assets. At 31
December 2015, the Company had only financial assets classified as loans and receivables
and financial assets at fair value through profit or loss.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and comprise cash and short-term deposits,
trade and other receivables, loans to the company’s parent company and fellow subsidiary
companies and preference shares held in fellow subsidiary companies. On initial recognition,
loans and receivables are measured at fair value net of transaction costs. Subsequently, the
fair values are measured at amortised cost using the effective interest rate method, less any
allowance for impairment. Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in interest receivable in the income
statement. Losses arising from impairment are recognised in the income statement in other
operating expenses.

13



LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

5. Summary of significant accounting policies (continued)

Financial assets (continued)

Financial assets at fair value through profit or loss
Financial assets at fair value though profit or loss comprise derivative financial instruments.
Financial assets at fair value through profit or loss are measured initially at fair value with
transaction costs taken directly to the consolidated income statement. Subsequently, the fair
values are re-measured, and gains and losses are recognised in the consolidated income
statement.

The Company reviews indicators of impairment on an ongoing basis and, where such
indicators exist, the Company makes an estimate of the asset’s recoverable amount.

Financial liabilities

Financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the instrument. The Company classifies financial liabilities at fair value through
profit or loss or as loans and borrowings. The Company determines the classification of
financial liabilities at initial recognition. Financial liabilities comprise trade and other payables,
interest bearing loans and borrowings and derivative financial instruments. All financial
liabilities are classified as loans and borrowings except for derivative financial liabilities, which
are classified at fair value through profit or loss.

On initial recognition, financial liabilities are measured at fair value plus transaction costs
where they are not categorised as financial liabilities at fair value through profit or loss.

Financial liabilities at fair value through profit or loss are measured initially at fair value, with
transaction costs taken directly to the income statement. Subsequently, the fair values are
re-measured, and gains and losses from changes therein are recognised in the income
statement.

Loans and borrowings
All interest-bearing loans and borrowings are initially recognised at fair value net of issue
costs associated with the borrowing. After initial recognition, interest-bearing loans and
borrowings are subsequently carried at amortised cost using the effective interest rate
method; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in the income statement over the period of the borrowings using the
effective interest rate method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the
loan to the extent that it is probable that some or all of the facility will be drawn down. In this
case, the fee is deferred until the draw-down occurs. To the extent that there is no evidence
that it is probable that some or all of the facility will be drawn down, the fee is capitalised as a
pre-payment for liquidity services and amortised over the period to which it relates.

Derecognition of financial assets and liabilities

Financial assets are derecognised when the right to receive cash flows from the assets has
expired or when the Company has transferred its contractual right to receive the cash flows
from the financial assets or has assumed an obligation to pay the received cash flows in full
without material delay to a third party, and either:

• substantially all the risks and rewards of ownership have been transferred ; or
• substantially all the risks and rewards have neither been retained nor transferred but

control is not retained.

Financial liabilities are derecognised when the obligation is discharged, cancelled or expires.

14



LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

5. Summary of significant accounting policies (continued)

Cash and cash equivalents

Cash and cash equivalents consist of cash at bank and in hand and short-term deposits with
an original maturity of less than three months. Bank overdrafts are shown within borrowings
in current liabilities.

Derivative financial instruments

The Company uses derivative financial instruments such as cross currency swaps, foreign
exchange swaps and interest rate swaps to hedge the risks associated with interest rate and
foreign currency fluctuations of the Ladbrokes plc group.

The Company has not applied hedge accounting and all derivative financial instruments are
measured at fair value through profit and loss.

Derivative financial instruments are classified as assets where their fair value is positive or as
liabilities where their fair value is negative. Derivative assets and liabilities arising from
different transactions are only offset if the transactions are with the same counterparty, a
legal tight of offset exists and the parties intend to settle the cash flows on a net basis.

Foreign currency translation

The Company’s financial statements are presented in Sterling, which is also the Company’s
functional currency. Transactions in foreign currencies are initially recorded in Sterling at the
rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date.
All differences are taken to the income statement and are reported as part of profit on
ordinary activities before income tax.

Finance expense and income

Finance expense and income arising on interest bearing financial instruments carried at
amortised cost are recognised in the income statement using the effective interest rate
method. Finance expense includes the amortisation of fees that are an integral part of the
effective finance cost of a financial instrument, including issue costs, and the amortisation of
any other differences between the amount initially recognised and the redemption price.
Finance income represents income arising principally from loans to fellow group companies.

Net gains and losses in respect of mark-to-market adjustments on financial instruments
carried at fair value, other than those arising as a result of foreign exchange movements
which are shown in exchange differences, are included in finance income and expense in the
income statement.

Income tax
Current tax assets and liabilities are measured at the amount expected to be recovered from
or paid to the taxation authorities, based on tax rates and laws that are enacted or
substantively enacted by the balance sheet date.
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

5. Summary of significant accounting policies (continued)

Income tax (continued)

Deferred income tax is recognised on all temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the financial statements, with the
following exceptions:

• when the deferred tax liability arises from the initial recognition of goodwill or an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor the taxable profit or loss;

• deferred income tax assets are recognised only to the extent that it is probably that
taxable profit will be available against which deductible temporary differences, carried
forward tax credits or tax losses can be utilised.

Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax
rates that are expected to apply when the related asset is realised or liability is settled, based
in tax rates and laws enacted or substantively enacted at the balance sheet date.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date.

Deferred income tax assets and liabilities are offset only if a legally enforceable right exists to
set off current tax assets against current liabilities, the deferred income taxes relate to the
same taxation authority and that authority permits the Company to make a single net
payment. Income tax is charged or credited to other comprehensive income. Similarly,
income tax is charged or credited directly to equity if it relates to items that are credited or
charged directly to equity. Otherwise income tax is recognised in the income statement.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of
direct issue costs.

Future accounting developments

The standards and interpretations that are issued, but not yet effective, up to the date of
issuance of the Company’s financial statements are disclosed below. The Company intends
to adopt these standards, if applicable, when they become effective. None of these is
expected to have a significant effect on the consolidated financial statements of the
Company, except the following set out below:

IFRS9, Financial Instruments, addresses the classification, measurement and recognition of
financial assets and liabilities and was issued in July 2015. IFRS 9 retains and establishes
three primary measurement categories for financial assets: amortised cost, fair value through
OCI and fair value through P&L. The basis of the classification depends on the business
model and the contractual cash flow characteristics of the financial asset. Investments in
equity instruments are required to be measured a fair value through profit or loss with the
irrevocable option at inception to present changes in fair value in OCI not recycling. There is
now a new expected credit losses model that replaces the incurred loss impairment model
used in lAS 39. For financial liabilities there were no changes to classification and
measurement except for the recognition of changes in own credit risk in other comprehensive
income, for liabilities designated at fair value through profit or loss. The standard is effective
for accounting periods beginning on or after 1 January 2018. Early adoption is permitted. The
Company is yet to asses IFRS 9’s full impact.

IFRS 9 is yet to be EU endorsed.

There are no other IFRSs or IFRS IC interpretations that are not yet effective that would be
expected to have a material impact on the Company.
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

6. Segmental analysis

The Company’s principal activity of borrowing for Ladbrokes plc and its subsidiaries
represents a single operating segment in the United Kingdom and therefore no additional
segmental information is required.

7. Finance income and expense

2015 2014

£000 £000

Bank interest receivable 5

Interest receivable from parent company 79,833 77,795

Interest receivable from fellow subsidiary companies 45,315 38,940

Total interest income for financial assets measured at
amortised costt 125,153 116,735

Total finance income 125,153 116,735

Bank loans and overdrafts (1,362) (3,291)

Bonds at amortised cost (23,047) (20,581)

Interest payable to fellow subsidiary companies (61,559) (75,455)

Total interest expense for financial liabilities measured at
amortised cost (85,968) (99,327)

Total finance expense (85,968) (99,327)

Net finance income 39,185 17,408

(1)
Calculated using the effective interest method

8. Staff costs and directors remuneration

The directors’ emoluments are borne entirely by other group companies and it is not
practicable to estimate what portion of their emoluments is attributable to this subsidiary. The
directors received total remuneration during their directorships in the year of
£1,658,000 (2014: £2,131,000).

All operations of the Company are undertaken by employees of other Ladbrokes plc Group
companies and their respective emoluments have not been included in these financial
statements.

Mr I A Bull was a director of the ultimate parent company, Ladbrokes plc, during the year and
details of his emoluments are disclosed in the consolidated financial statements of that
company.
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

9. Profit on ordinary activities before income tax

Profit on ordinary activities before income tax is stated after charging:

2015 2014

£‘OOO £000

Management charges payable to a fellow group company 466 446

Management charges are paid to a fellow Ladbrokes plc Group subsidiary to cover certain
reporting and administrative costs.

Audit fees paid to the Company’s auditors, PricewaterhouseCoopers LLP, for the statutory
audit of the financial statements of £15,000 have been borne by another Ladbrokes plc Group
company (2014: £15,000).

Fees paid to the Company’s auditors for services other than the statutory audit of the
Company are not disclosed in these financial statements as the consolidated financial
statements of the Company’s ultimate parent, Ladbrokes plc, are required to disclose non-
audit fees on a consolidated basis.

10. Income tax credit

Tax credited in the income statement

2015 2014

£‘OOO £000

Total current tax

Deferred tax

Adjustment in respect of prior periods 17 -

Origination and reversal of temporary differences (1,706)
-

Tax deductible expenses not included in accounting profit 160 -

Total deferred tax (1,529)
-

Tax credit in the income statement (1,529) -

1$



LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

10. Income tax credit (continued)

(b) Reconciliation of the total tax credit

A reconciliation of income tax credit to profit before tax at the UK statutory income tax rate to
the income tax credit for the years ended 31 December 2015 and 31 December 2014 is as
follows:

Profit before tax

Corporation tax charge thereon at 2025% (2014: 21.5%)
Adjusted for the effects of:

Rate difference on utilised losses

Double taxation relief claimed

Non taxable income

Non-deductible expenses

Taxable income not in the income statement

Tax deductible expenses not included in accounting profit
Adjustment in respect of prior periods

Deferred tax asset recognised

Total tax credit reported in the income statement

156,244

31,639

(1,869)

(23)

(26,421)

18,432

61

(5,429)

17

(17,936)

(1,529)

98,619

21,203

(1,195)

(34)

(24,971)

24,124

64

(3,254)

(15,937)

(c) Change in corporation tax rate

The Finance Act 2015, which was substantively enacted on 18 November 2015, included
legislation which reduced the main UK corporation tax rate from 20% to 19%, effective from 1
April 2017 and to 18%, effective from 1 April 2020. The deferred tax balances have been
measured in accordance with these rates.

A further reduction in the main UK Corporation tax rate down to 17% effective from 2017 was
announced in the March 2016 Budget. Deferred tax balances have not been impacted by this
latest rate change as it had not been substantively enacted by the balance sheet date.

(d) Deferred tax asset

The deferred tax included in the Company balance sheet is as follows:

At 1 January

Adjustment in respect of prior periods

Utilisation of losses brought forward

Deferred tax asset recognised

Rate difference on utilised losses

At 31 December

2015

£‘OOO

1,617 1,617

(17)

(16,230) (15,937)

17,936 15,937

(160) -

3,146 1,617

The Company has recognised all of its losses during 2015 as the utilisation of losses are
likely at the current time. There are no unrecognisable losses at 31 December 2015 (2014:
£1 9.93m).

2015

£‘OOO

2014

£000

2014

£000
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

If. Investments — shares in group companies
£000

Cost and net book value

At 1 January2014 1713,406
Amounts written off investments (30,050)
Disposals (156,960)

At31 December2014

_______________

On 20 November 2015 and 7 December 2015, the Company sold all of its investments to a
fellow group company.

Name of company (Loss)/profit on
disposal

£‘OOO

IHF (Jersey) Limited
Ladbrokes Coral Limited
(formerly Ladbrokes City &
County Land Company Limited)
Ladbroke US Investments
Limited
Maple Court Investments
Limited
Maple Court Investments
(Jersey) Limited

______________________ _____________________ ____________________

12. Trade and other receivables

2014

£000
Amounts falling due within one year:
Amounts owed by parent company

-

Amounts owed by group companiest12 -

Prepayments and accrued income 594
Derivatives 15
Receivable from a related party

_____________________

5,581

___________________

6,190
Amounts falling due after more than one year:
Amounts owed by patent company 2,162,005
Amounts owed by group companies 1,190,749
Preference share investment in IHF Jersey Limited3 30,000
Prepayments and accrued income

_____________________

2,378

_____________________

3,385,132

(1) Amounts owed by the parent company are denominated in Pounds Sterling. Amounts owed by Ladbrokes
plc group companies are denominated in Pounds Sterling £3,450,396,000 (2014: £1,146,437,000), Euro
£105,648,000 (2014: £22,862,000), Australian Dollar £13,712,000 (2014: 21,018,000) and other £155,000
(2014: £432,000). All amounts are included under amounts falling due within one year where they are
subject to cancellation at any time by either the Lender or the Borrower giving written notice to the other.
As at 31 December 2014, these amounts were classified as falling due after more than one year as
the loan agreements contained no specific wording as to the ability to repay, or request repayment, on
demand. A deed of amendment was issued during the year ended 31 December 2015 giving either the
Lender or the Borrower the right to demand repayment of the loan by giving written notice to the other.

Disposals

At31 December2015

1,526,396

(1,526,396)

Cost

£‘OOO

(195,066)
(348,400)

Proceeds

£‘OOD

164,981
354,244

723,094

103,577

301450

(30,085)
5,844

(675,100) 47,994

(20730) 82,847

(287,100) 14,350

1,647,346 120,950(1,526,396)

2015

£000

909,310

3,569,911

445

158

4,479,824

6,580

6,580
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

12. Trade and other receivables (continued)

(2) On 20 November 2015, the Company sold its 100% holding of the preference share capital of IHF
Jersey Limited to Ladbrokes US Investments Limited for £30.0 million, a fellow group company. No
profit or loss arose on the transaction. The preference shares were held as loans and receivables at
amortised cost.

13. Cash and cash equivalents

14. Trade and other payables

Bank loans and overdrafts (note 15)
Amounts owed to group companiest1
Accruals and deferred income

Non-current
Unsecured loans (note 15)
Amounts owed to group companies1

3,681,431

323,132

8,697

439,343

4,142,279

323,132 4,581,622

(1) Amounts owed to other group companies are classified as current where they are subject to cancellation
at any time by either the Lender or the Borrower giving written notice to the other. As at 31 December
2014, these amounts were classified as non-current as the loan agreements contained no specific
wording as to the ability to repay, or request repayment, on demand. A deed of amendment was issued
during the year ended 31 December 2015 giving either the Lender or the Borrower the right to demand
repayment of the loan by giving written notice to the other.

2015

£000

Cash and short-term deposits 1,845

2014
£000

43

Current

2015 2014

£000 £000

- 1,313
3,673,049 -

8,382 7,384
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

15. Unsecured loans and bank overdrafts

2015 2014

£000 £000
Current

Unsecured:

Bank overdrafts 1,313
Amounts owed to group companies 3,673,049

____________________

Total current loans and borrowings 3,673,049 1,313

Non-current

Unsecured:

Bank loans
- 117,008

7.625% bonds due 2017 224,239 223580
5.125% bonds due 2022 98,893 98,755
Amounts owed to group companies - 4,142279

Total non-current loans and borrowings 323,132 4,581,622

Total unsecured loans and bank overdrafts 3,996,181 4,582,935

The carrying amounts of the Company’s borrowings are denominated in the following
currencies:

31 December2015 GBP Euro AUD Other Total
£000 £000 £000 £000 £000

7.625% bonds due 2017 224,239 - - - 224,239
5.125% bonds due 2022 98,893 - - - 98,893
Amounts owed to group
companies 3,549,644 105,390 17,859 156 3,673,049

3,872,776 105,390 17,859 156 3,996,181

31 December2014 GBP Euro AUD Other Total
£000 £000 £000 £000 £000

Bankoverdrafts 1,313
- - 1,313

Bank loans 117,008
- - 117,008

7.625% bonds due 2017 223,580 - - - 223,580
5.125% bonds due 2022 98,755 - - - 98,755
Amounts owed to group companies 4,095625 23,959 22,265 430 4,142,279

4,536,281 23,959 22,265 430 4,582,935

Committed bank facilities, which are denominated in pounds sterling, mature on 13 June 2019.
There were no drawings under these facilities at 31 December 2015 (2014: £23.0 million
expiring on 1 December 2016, £94.0 million expiring on 13 June 2019). Drawings under these
facilities had an average interest rate of 2.5% in 2015 (2014: 2.4%).

£55.0 million of committed bank facilities were cancelled in the year. This leaves the total of
£350.0 million of committed bank facilities (2014: £405.0 million) at 31 December2015.

As at 31 December 2015, the committed bank facilities maturities are £350.0 million (2014:
£350.0 million) on 13 June 2019 and £nil million (2014: £55.0 million) on 1 December2016.
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

15. Unsecured loans and bank overdrafts (continued)

The Company has total undrawn committed bank facilities of £346.8 million at 31 December
2015 (2014: £283.0).

16. Financial risk management objectives and policies

The Company serves as the treasury function for Ladbrokes plc, providing a centralised service
for the provision of finance and the management and control of liquidity, foreign exchange and
interest rates. The Company operates as a cost centre and manages the treasury exposures of
the Ladbrokes plc Group to reduce risk in accordance with policies approved by the Ladbtokes
plc Board.

The Company’s principal financial instruments comprise bank loans, overdrafts, loan notes,
bonds and cash and short-term deposits, together with certain derivative financial instruments.
The main purpose of these financial instruments is to raise finance for the operations of the
Ladbrokes plc Group. The Company has vatious other financial instruments such as other
receivables and accruals which arise directly from its operations. At 31 December 2015 and at
31 December 2014 the Company had no significant derivatives.

It is, and has been throughout the year under review, the Company’s policy that no trading in
financial instruments shall be undertaken.

The main financial risks for the Ladbrokes plc Group are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The Ladbrokes plc Board reviews and agrees policies for
managing each of these risks for the Ladbrokes plc Group. These policies are implemented by
the Company and their impact on the Company is summarised below. The magnitude of the
impact on the Company arising from these risks (the impact on the Ladbrokes plc Group is
disclosed in the financial statements of that group) is disclosed below. The Company also
monitors the market price risk arising from all financial instruments. The Company’s accounting
policies in relation to derivatives are set out in note 5.

Interest rate risk

The Company is exposed to interest rate risk on interest-bearing loans and borrowings and on
cash and cash equivalents.

The Company’s policy for the year ended 31 December 2015 was to maintain a minimum of
25% (2014: 25%) of total borrowings of the Ladbrokes plc Group at fixed interest rates to
reduce the sensitivity of the Ladbrokes plc Group to movements in variable short-term interest
rates. At 31 December 2015, £323.1 million or 100% (2014: £322.3 million or 73.4%) of the
Ladbrokes plc Group’s gross borrowings were at fixed rates.

Interest on financial instruments at floating rates is re-priced at intervals of less than six
months. Interest on financial instruments at fixed rates is fixed until the maturity of the
instrument.

Interest rate sensitivity
The financial exposure of the Company differs from that of Ladbrokes plc and the impact of
these policies on the interest rate exposure of the Company is disclosed below. This difference
is principally due to the amounts due to and from other companies in the Ladbrokes plc Group,
on which interest accrues at floating rates in line with normal market conditions.
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Notes to the financial statements
for the year ended 31 December 2015 (continued)

16. Financial risk management objectives and policies (continued)

Interest rate risk (continued)

Interest rate sensitivity (continued)
The table below demonstrates the sensitivity to reasonably possible changes in interest rates
on income and equity for the year when this movement is applied to the carrying value of
financial assets and liabilities.

Profit before tax Equity
2015 2014 2015 2014
£000 £000 £‘OOD £000

Effect on:
Increase in interest rates by 100 basis
points 20,414 (3,518) -

Increase in interest rates by 200 basis
points 40,828 (7,037)

The sensitivity has been estimated by applying the basis points movement to the carrying
value of the financial assets and liabilities, subject to interest at floating rates, held by the
Company at the year end. Due to current low interest rates, any further decline would not
have a material impact on income and equity for the year. As such, sensitivity to a decrease
in interest rates has not been presented.

Foreign currency risk

The Ladbrokes plc Group carries out operations through a number of foreign enterprises and
has foreign currency exposure to the Australian Dollar and to the Euro arising from foreign
currency assets. The exposure of the Ladbrokes plc group to currency risk at a transactional
level is monitored and reviewed regularly.

The total carrying value of the Company’s foreign currency borrowings at 31 December 2015
was £123.4 million (2014: £46.7 million).

Exchange rate sensitivity
The Company’s principal exposures are to the Australian Dollar and to the Euro. Exposures
arise from loans to and deposits from Ladbrokes plc subsidiaries.

The impact of a 10% and a 20% movement in the exchange rates between Sterling and
Australian Dollar and the Euro is shown below:

Profit before tax Profit before tax
Impact of sterling strengthening Impact of sterling weakening

2015 2014 2015 2014
£‘OOO £000 £000 £000

AUD balances

10% movement in the exchange rate 362 110 (443) (135)
20% movement in the exchange rate 664 202 (996) (303)
EUR balances

10% movement in the exchange rate (25) 96 30 (118)
20% movement in the exchange rate (45) 176 68 (264)

These sensitivities have been calculated before adjusting for tax and have been estimated by
applying the percentage movement to the carrying value of financial assets and liabilities
denominated in Australian Dollars and Euros at the year end.
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16. Financial risk management objectives and policies (continued)

Credit risk

The Company’s exposure to credit risk arising from financial assets of the Company, other
than those due from fellow subsidiaries of the Ladbrokes plc Group, which comprise cash and
cash equivalents and derivative instruments, arises from default of the counterparty, with a
maximum exposure equal to the carrying amount of these instruments. Credit risk in respect
of cash and cash equivalents is managed by restricting those transactions with entities
outside the Ladbrokes plc Group to banks that have a defined minimum credit rating and by
setting an exposure ceiling per bank. All derivatives are executed under agreements
conforming to the International Swaps and Derivatives Association (ISDA) standards.

The Company is not considered to have any exposure to credit risk from amounts due from
fellow subsidiaries of Ladbrokes plc. Ladbrokes plc has guaranteed to cover amounts due to
the Company from any of its subsidiaries that have net liabilities.

Liquidity risk

The objective of the Ladbrokes plc Group is to maintain a balance between continuity of
funding and flexibility through the use of borrowings with a range of maturities. The
Company’s policy on liquidity is to ensure that there are sufficient medium-term and long-term
committed borrowing facilities to meet the medium-term funding requirements of the
Ladbrokes plc Group. At 31 December 2015, there were undrawn committed borrowing
facilities of £346.8 million (2014: £283.0 million). Total committed facilities of the Company,
excluding amounts due to and from fellow subsidiary companies of Ladbrokes plc, had an
average maturity of 3.5 years (2014: 4.1 years).

No liquidity risk arises from amounts due to and from fellow subsidiaries of Ladbrokes plc.

The total gross contractual undiscounted cash flows of financial liabilities, including interest
payments, fall due as follows:

On demand or
within one year 1-2 years 2-5 years > 5 years Total

31 December 2015 £‘OOD £000 £‘OOO £‘OOO £000

Interest-bearing loans
and borrowings 3,750,555 247,281 23,953 112,813 4,134,602
Trade and other
payables 8,382 - - - 8,382

Total 3,758,937 247,281 23,953 112,813 4,142,984

On demand or
within one year 1-2 years 2-5 years > 5 years Total

31 December2014 £000 £000 £000 £000 £000

Interest-bearing loans
and borrowings 125,232 126,859 913,498 4,142,070 5,307,659
Trade and other
payables 7,384 - - - 7,384

Total 132,616 126.859 913,498 4,142,070 5,315,043
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16. Financial risk management objectives and policies (continued)

Hedging activities

Derivatives not designated as hedging instruments
At 31 December 2015, the Company had insignificant foreign currency derivatives with a fair
value asset of £158,000 (2014: asset £15,000).

Capital risk management

The primary objective of the Company’s capital management is to safeguard its ability to
continue as a going concern and to maintain an optimal capital structure to reduce the cost of
capital of the Ladbrokes plc Group.

The primary objective of the Ladbrokes plc Group’s capital management is to ensure that it
maintains a credit rating that enables it to raise funds at an economic interest rate and to
maintain healthy capital ratios in order to support its business and maximise shareholder
value. The Ladbrokes plc Group manages its capital structure (net debt and equity) and
makes adjustments to it in light of changes in economic conditions. To maintain or adjust the
capital structure, the Ladbrokes plc Group may adjust the dividend payment to shareholders,
return to shareholders or issue new shares.

The Ladbrokes plc Group monitors capital using a net debt to EBITDA ratio (before
exceptional items). The target range is less than 2.0 (2014: less than 2.0) times net debt to
EBITDA ratio. The ratio at 31 December 2015 was 1.9 (2014: 1.9).

17. Financial instruments and fair value disclosures

The table below analyses the financial assets and liabilities into their relevant categories:

Assets!
liabilities at

fair value
Loans at through

Loans and amortised profit or
31 December 2015 receivables cost loss Total

£‘OOO £‘ODO £‘OOO £‘OOO
Financial assets

Current
Amounts owed by parent and other
group companies 4,479,221 - - 4,479,221
Other receivables 16 16
Derivatives

- 158 158
Cash and short term deposits 1,845

- 1,845
Total 4,481,082 - 158 4,481,240

Financial liabilities

Current

Trade and other payables
- (8,382) - (8,382)

Amounts owed to parent and other
group companies

- (3,673,049) - (3,673,049)
Non-current
Interest-bearing loans and
borrowings (323,132) - (323,132)
Total

- (4,004,563) - (4,004,563)
Net financial assets/(liabilities) 4,481,082 (4,004,563) 158 476,677
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17. Financial instruments and fair value disclosures (continued)
Assets/

liabilities
at fair
value

Loans at through
Loans and amortised profit or

31 December2014 receivables cost loss Total

£000 £000 £000 £000
Financial assets

Non-current

Amounts owed by parent and other
group companies 3,352,754 - - 3,352,754

Preference share investments in
Ladbrokes plc Group companies 30,000 - - 30,000
Current

Other receivables 5,581 - - 5,581
Derivatives

- 15 15
Cash and short term deposits 43

- 43
Total 3,388,378 15 3,388,393

Financial liabilities

Current

Bank overdraft
- (1,313) - (1,313)

Trade and other payables - (7,384) - (7,384)
Non-current

Interest-bearing loans and borrowings - (4,551,622) - (4,581,622)
Total

- (4,590,319) - (4,590,319)

Net financial assets/(liabilities) 3,388378 (4,590,319) 15 (1,201,926)

Fair value of financial instruments

Assets and liabilities designated as at fair value through profit or loss and as available-for-
sale are carried at fair value. There were no derivatives in a hedging relationship in either
year.

The fair value of cash and short term deposits approximates to book value due to its short-
term maturity. The fair value of the £225 million 7.625% bond at 31 December 2015 was
£239.7 million (2014: £244.3 million) and is classified as a level 1 fair value measurement for
disclosure purposes, as the fair value is determined based on quoted prices in active markets
for identical liabilities. The fair value of the £100 million 5.125% bond at 31 December 2015
was £98.3 million (2014: £100.2 million) and is classified as a level 1 fair value measurement
for disclosure purposes, as the fair value is determined based on quoted prices in active
markets for identical liabilities. The amortised cost of interest-beating loans and borrowings,
with the exception of the £225 million 7.625% bond and the £100 million 5.125% bond, and
the carrying value of all other assets and liabilities, approximates to fair value.
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17. Financial instruments and fair value disclosures (continued)

Fair value hierarchy

The following tables illustrate the Company’s financial assets and liabilities measured at fair
value after initial recognition at 31 December 2015 and 31 December 2014:

- 15

The Company classifies all derivatives as level 2 financial instruments, as their fair value is
determined based on techniques for which all significant inputs are observable, either directly
or indirectly.

No financial instruments are classified as level 1, for which fair value is based on quoted
prices in active markets for identical assets or liabilities. No financial instruments are
classified as level 3 financial instruments, for which fair value is measured using techniques
where significant inputs are not based on observable market data.

During the year ended 31 December 2015 and the year ended 31 December 2014, there
were no transfers between level 1, level 2 and level 3 fair value measurements.

18. Contingent liabilities

Under the terms of cross guarantee agreements, the Company has jointly and severally
guaranteed the liabilities of certain other Ladbtokes plc Group companies in respect of their
current accounts held with UK clearing banks. The amounts under the guarantees are limited
to any credit balances on current accounts held by the Company with these banks. At 31
December 2015, the aggregate amount of such credit balances was £7,000 (2014: £nil).

The Company has jointly and severally guaranteed the value added tax liability of Ladbtokes
plc companies within the group registration which amounted to approximately £174,000 at 31
December2015 (2014: £nil)

Assets measured at fair value

Derivatives

Total

Assets measured at fair value

Derivatives

Total

31 December2015
Level 1 Level 2 Level 3 Total

£000 £000 £000 £‘OOO

- 158 - 158

- 158 - 158

31 December2014
Level 1 Level 2 Level 3 Total

£000 £000 £000 £000

15 - 15

15
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19. Issued share capital

2015 2014

£000 £000
Allotted, called up and fully paid

18670,000 ordinary shares of1 each 18,670 18,670
560,100 ‘A’ ordinary shares of1 each 560 560
560,100 ‘B’ ordinary shares of1 each 560 560
560,100 ‘C ordinary shares of1 each 560 560

Total 20,350 20,350

On a return of capital the holders of the A’,’B’ and ‘C’ ordinary shares:

(I) are entitled to any sum owed to them in respect of a dividend in priority to any other
payments, ‘A’ ordinary shareholders having priority over ‘B’ ordinary shareholders and
‘B’ ordinary shareholders having priority over ‘C’ ordinary shareholders;

(ii) are entitled to a return of any capital paid up in proportion to the amounts paid up or
deemed to be paid up by the ‘A’, ‘B, and ‘C’ ordinary shareholders and the ordinary
shareholders; and

(iii) have no entitlement to participate in any further distributions of assets,

The holders of the ‘A’, ‘B’ and ‘C’ ordinary shares are entitled to receive notice of all general
meetings and to attend, speak and vote at general meetings.

20. Cash flow statement

The Company has taken advantage of the exemption from preparing a cash flow statement
under paragraph 8(g) of FRS 101. The ultimate parent company, Ladbrokes plc, has included
a consolidated cash flow statement within its consolidated financial statements.

21. Related party transactions

The Company has taken advantage of the exemption under paragraph 8(k) of FRS 101 not to
disclose transactions with fellow wholly owned group companies.

22. Immediate and ultimate parent company

The immediate and ultimate parent company is Ladbrokes plc, a company registered in
England and Wales. The largest and smallest group preparing consolidated group financial
statements which include the Company is Ladbrokes plc for the year ended 31 December
2015.

Copies of the Report and Accounts of Ladbrokes plc can be obtained from the registered
office of that company at Imperial House, Imperial Drive, Rayners Lane, Harrow, Middlesex,
HA2 7JW or on the Ladbrokes plc website www.ladbrokesplc.com.
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Notes to the financial statements
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23. Transition to FRS 101

These financial statements for the year ended 31 December 2015 are the first the Company
has prepared in accordance with FRS 101. For periods up to and including the year ended 31
December 2014, the Company prepared its financial statements in accordance with UK
generally accepted accounting practice (UK GAAP).

Accordingly, the Company has prepared financial statements which comply with FRS 101
applicable for periods ending on or after 31 December 2015, together with the comparative
period data as at and for the year ended 31 December 2014, as described in the accounting
policies. In preparing these financial statements, the Company’s opening balance sheet was
prepared as at 1 January 2014, the Company’s date of transition to FRS 101. This note
explains the principal adjustments made by the Company in restating its UK GAAP statement
of financial position as at 1 January 2014 and its previously published UK GAAP financial
statements as at and for the year ended 31 December 2014.

Exemptions applied

IFRS 1 allows first-time adopters certain exemptions from the general requirement to apply
IFRS as effective for 31 December 2015 year ends retrospectively. The Company has taken
the following exemptions:

• The Company has applied the transitional provision in IFRS 1 to recognise
investments in subsidiaries and joint ventures at 1 January 2014 at deemed cost,
being the carrying value under UK GAAP; and

• IFRS 3 Business Combinations has not been applied to acquisitions that occurred
before 1 January 2014.
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LADBROKES GROUP FINANCE PLC Company number: 01429533

Notes to the financial statements
for the year ended 31 December 2015 (continued)

23. Transition to FRS 101 (continued)

Reconciliation of equity as at 1 January 2014

Note UK GAAP Remeasurements FRS 101
£000 £‘OOO £‘OOO

ASSETS
Non-current assets
Investments in subsidiaries 1713,406 - 1,713,406
Trade and other receivables 3,209,342 - 3,209,342
Deferred tax assets A

- 1,617 1,617

4,922748 1,617 4,924,365

current assets
Trade and other receivables 1010 - 1,010
Cash and cash equivalents 272 272

1,282 - 1,282

Total assets 4,924,030 1,617 4,925,647

LIABILITIES
Current liabilities
Trade and other payables (6,000) - (6,000)

Non-current liabilities
Trade and other payables (4,689,207) - (4,689,207)

Total liabilities (4,695,207) - (4,695,207)

Netassets 228,823 1,617 230,440

Shareholder’s equity
Issued share capital 20,350 - 20,350
Retained earnings A 208,473 1,617 210,090

Total shareholder’s equity 228,823 1,617 230,440
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23. Transition to FRS 101 (continued)

Reconciliation of equity as at 31 December 2074

Note UK GAAP Remeasurements FRS 101
£000 £‘OOO £‘OOO

ASSETS
Non-current assets
Investments in subsidiaries 1526,396

- 1 526,396
Trade and other receivables 3,385,132 - 3,385,132
Deferred tax assets A 1,617 1,617

4,911,528 1,617 4,913,145

Current assets
Trade and other receivables 6,190 - 6,190
Cash and cash equivalents 43 - 43

6,233 - 6,233

Total assets 4,917,761 1,617 4,919,378

LIABILITIES
Current liabilities
Trade and other payables (8,697) (8,697)

Non-current liabilities
Trade and other payables (4,581,622) - (4,581,622)

Total liabilities (4,590,319)
- (4,590,319)

Net assets 327,442 1,617 329,059

Shareholder’s equity
Issued share capital 20,350 - 20,350
Retained earnings A 307,092 1,617 308,709

Total shareholder’s equity 327,442 1,617 329,059

Reconciliation of comprehensive income for the year ended 31 December 2014

Transition to ERS 101 did not result in any reclassification or remeasurement adjustments to
the Company’s results for the year ended 31 December 2014 as reported previously under
extant UK GAAP.

A. Remeasurement of deferred tax

Under UK GAAP, no provision was made in the Company financial statements for any tax related
balances (corporation tax and deferred tax) as all United Kingdom based entities of the Ladbrokes
plc group were treated as a single entity for tax purposes. The patent company, Ladbrokes plc,
previously assumed liability for any such taxation.

Under IFRS, tax balances that relate to the activities, assets and liabilities of the Company are
recognised in its own financial statements.

24. Proposed merger with Coral

Ladbrokes plc and Gala Coral Group Limited have agreed terms of a recommended merger (the
“Merger”) of Ladbrokes with certain business of Gala Coral, including Coral Retail, Eurobet Retail
and Gala Coral’s Online business to create a leading European betting and gaming group that is
better positioned to compete more effectively (the “Combined Entity”).
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24. Proposed merger with Coral (continued)

Funding
In October 2015 the Group signed a £1.35 billion facility with a syndicate of relationship banks to
provide committed financing for the proposed merger.

The new facility has three tranches and will be available for drawing subject to completion of the
merger with Coral.

— Tranche A - £600 million Term Facility — October 2016 and, subject to extension options,
January 2018 (on 13 June 2016, the facility agreement was amended to provide the
borrower with the option of an additional extension period of 6 months which would, if
exercised, mean that the ultimate maturity of the facility would be July 2018)

— Tranche B - £400 million Revolving Credit Facility — October 2020
— Tranche C - £350 million Revolving Credit Facility — June 2019

The Group’s remaining standalone £350 million June 2019 bank facilities will be cancelled as a
condition precedent to drawing on the new facility.

Cash costs of £3.8 million in relation to the new facility have been capitalised within trade and other
receivables

Playtech Agreement
To assist in the flexibility for the Combined Entity to achieve integration and realise synergies,
Playtech plc has agreed, conditional upon completion, to accelerate the determination of amounts
due to it under its marketing services agreement with Ladbrokes plc. The sum agreed is £75 million,
of which £40 million shall be satisfied by way of the issue of shares in the Combined Entity on
completion of the Merger and with a further guaranteed £35 million in cash paid upon the delivery
by Playtech of key operational milestones but, in any event, within 42 months following completion
of the Merger.

25. Subsequent events

There were no material subsequent events that required adjustment or disclosure in the financial
statements.
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