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SECTION A
a.
Financial analysis is the evaluation of a company's financial performance  and financial condition. Key to such evaluation is the annual report, which is the communication between the management of the company and the owners. The annual report contains financial statements, from which information can be drawn about the company's assets, liabilities, equity, income, and cash flows, among other things ( Booth et al. 2014).
The two organisations that will be analysed in this report are: William Hill PLC and Paddy Power Betfair PLC.
William Hill PLC is one of the world's leading gambling companies and one of the most recognisable names on the UK High street, having taken bets in licensed betting offices since 1966. Today they have 2,342 of the 8,500 shops in the market. They offer sports betting on football, horseracing and other sports as well as gaming on machines. Their customers have access to more than a million betting opportunities every week. This includes in-play and pre-match sports betting, and a wide range of gaming products. The UK is William Hill's primary market, generating 82% of Group net value in 2017 and they also generate revenues in other countries via williamhill.com ( William Hill PLC annual report 2017).
Paddy Power Betfair PLC is one of the world's leading sports betting and gaming operators, formed from the 2016 merger of Paddy Power PLC and Betfair Group PLC. Today they operate four sports betting and gaming brands; Paddy Power, Betfair, Sportsbet and TVG. They are online-led, mobile-led and sports-led: and their proprietary technology, unique products and innovative marketing all combine to offer a superb experience to their customers. They employ over 7,000 people in sixteen locations across the globe; from Dublin to Los Angeles, and London to Melbourne. They operate over 600 betting shops in the UK and Ireland. They are the largest retail betting operator in Ireland and the fifth largest retail betting operator in the UK ( Paddy Power Betfair annual report 2017).


One of the main ways to understand how healthy a company is and how well it has performed is to carry out a ratio analysis and compare the financial ratios of the firm with those of its competitors. Such ratios are ways of comparing and investigating the relationships between different pieces of financial information.
The key ratios in determining the performance of a firm include: Profitability, Efficiency, Liquidity, Gearing (Leverage) and Investment ratios. 
Profitability ratios measure a firm’s capacity to engender income relative to revenue, balance sheet assets, operating costs, and equity.They focus on a company’s return on investment in inventory and other assets. These ratios show how well companies can achieve profits from their operations. Common profitability ratios include: gross margin profit, operating margin rate, return on assets ratio and return on equity ratio. For the purpose of this work, two profitability ratios will only be considered: Gross margin ratio and Operating margin ratio. The Gross margin ratio compares the gross profit of a company to its net sales to show how much profit a company makes after paying off its cost of goods sold. This is determined by dividing the company’s gross profit by its net sales i.e Gross margin ratio = Gross profit/Net sales. And the Operating




 Margin ratio compares the operating income of a company to its net sales to determine operating efficiency. It is calculated thus: Operating margin ratio = Operating income/net sales. 
Liquidity ratios are financial ratios that measure a company’s ability to repay both short and long term obligations. Common liquidity ratios include: Current ratio, Acid test ratio and Cash ratio. For the purpose of this work, the Current and Acid test ratios will be considered. The Current ratio measures a company’s ability to pay off short term liabilities with current assets and is calculated by dividing the current assets by current liabilities i.e Current ratio = current assets/current liabilities. And the Acid test ratio measures a company’s liability to pay off short term liabilities with quick assets and is calculated as: Acid test ratio = (current assets-inventories)/current liabilities.https//corporatefinanceinstitute.com
Leverage (Gearing) ratios measure the amount of capital that comes from debt. In other words, Leverage ratios are used to evaluate a company’s debt levels. Some Leverage ratios include: Debt to capital ratio and Interest cover. Debt to Capital ratio is a Liquidity ratio that measures a firm’s use of financial advantage by examining its total obligations to total capital. It is a crucial measure to establish how much a firm is reliant upon debt to fund its daily activities and to assess the level of risk to a firm’s shareholders. It also determines the firm’s creditworthiness to meet its liabilities in the form of interest expenses and other payments. It is calculated by dividing a company’s total debt by its Total Capital, which is Total debt plus Total shareholders’ equity. www.myaccountingcourse.com/financial-ratios. Interest Cover ratio is used to determine how easily a company can pay their interest expenses on outstanding debts. It is calculated by dividing a company’s earnings before interest and taxes (EBIT) by the company’s interest expenses for the same period. www.investopedia.com.
Investment ratios evaluate the firm’s return on investment by comparing its income to its investment. Some investment ratios include: Return on Equity, which is a profitability ratio that measures the ability of a firm to generate profits from its shareholders’ investments in the company, and is calculated by dividing the Profit after Tax figure by the Total Equity figure; and Return on Assets, which is calculated by dividing the Net Income by the Total Assets, measures how effectively a company can earn a return on its investment in assets. https://corporatefinanceinstitute.com.





Profitability ratios for William Hill PLC:

	William Hill PLC
	2017
	2016
	2015

	Gross Profit Margin
	74.8%
	76.2%
	76.2%

	Operating Profit Margin
	2.6%
	14.1%
	14.1%




Liquidity ratios for William Hill PLC:

	William Hill PLC
	2017
	2016
	2015

	Current ratio
	0.82:1
	0.71:1
	0.52:1

	Acid test ratio
	0.82:1
	0.71:1
	0.52:1




Gearing (Leverage ratios) for William Hill PLC:

	William Hill PLC
	2017
	2016
	2015

	Debt to Capital
	122.3%
	99.3%
	48.2%

	Interest Cover
	1.17
	4.59
	5.47




Investment ratios for William Hill PLC:

	William Hill PLC
	2017
	2016
	2015

	Earnings per Share
	-0.10
	0.19
	0.22

	Return on Equity
	0.08%
	0.13%
	0.16%






Profitability ratios for Paddy Power Betfair PLC:

	Paddy Power Betfair PLC
	2017
	2016
	2015

	Gross Profit Margin
	76.8%
	76.9%
	74.7%

	Operating Profit Margin
	22.5%
	21.3%
	16.5%





Liquidity ratios for Paddy Power Betfair PLC:

	Paddy Power Betfair PLC
	2017
	2016
	2015

	Current ratio
	1.12:1
	0.99:1
	0.82:1

	Acid test ratio
	1.12:1
	0.99:1
	0.82:1





Gearing (Leverage) ratios for Paddy Power Betfair PLC:


	Paddy Power Betfair PLC
	2017
	2016
	2015

	Debt to Capital
	3.29%
	6.55%
	74.77%

	Interest Cover
	76
	63
	66





Investment ratios for Paddy Power Betfair PLC:


	Paddy Power Betfair PLC
	2017
	2016
	2015

	Earnings per Share
	3.98
	3.33
	3.39

	Return on Equity
	0.05%
	0.001%
	2.13%





Extract from William Hill PLC accounts 2015/2016/2017
	
	2017 (£m)
	2016 (£m)
	2015 (£m)

	Revenue
	1711.1
	1603.8
	1590.9

	Gross Profit
	1296.2
	1221.6
	1213.0

	Current Asset
	393.4
	291.7
	342.9

	Current Liability
	477.9
	410.1
	663.2

	Inventory
	n/a
	n/a
	0.1

	Debt
	1299.3
	1217.2
	1130.9

	Equity
	1062.7
	1225.5
	1215.8

	Profit before Interest and Tax
	291.3
	261.5
	283.3

	Interest(Finance charges)
	37.3
	49.2
	41.0

	Profit after Tax
	236.9
	194.2
	189.9




Extract from Paddy Power Betfair PLC accounts 2015/2016/2017


	
	2017 (£m)
	2016 (£m)
	2015 (£m)

	Revenue
	1745.4
	1500.8
	794.3

	Gross Profit
	1340.0
	1154.3
	603.0

	Current Asset
	430.8
	369.9
	170.8

	Current Liability
	383.7
	372.8
	208.1

	Inventory
	n/a
	n/a
	n/a

	Debt
	387.3
	372.8
	208.1

	Equity
	4395.4
	4316.6
	50.9

	Profit before Interest and Tax
	388.5
	315.6
	131.9

	Interest(Finance Charges)
	5.1
	5.0
	2.0

	Profit after Tax
	217.7
	5.7
	108.2






Calculation of ratios for William Hill PLC


	
	Formula
	2015
	2016
	2017

	Profitability:
Gross Profit Margin
	(Gross Profit/Turnover)x100
	(1213/1590.9)x100= 76.2%
	(1221.6/1603.8)x100=76.2%
	(1279.1/1711.1)x100=74.8%

	Operating Profit Margin
	(Operating Profit/Turnover)x100
	(224.3/1590.9)x100=14.1%
	(225.6/1603.8)x100=14.1%
	(74.6/1711.1)x100=2.6%

	Liquidity:
Current ratio
	Current Assets/Current Liabilities
	(342.9/663.2)=0.52:1
	(291.7/410.1)=0.71:1
	(393.4/477.9)=0.82:1

	Acid Test Ratio
	(Current Asset-inventory)/Current Liability
	(342.9-0.1)/663.2=0.52:1
	(291.7-0)/410.1=0.71:1
	(393.4-0)/477.9=o.82:1

	Gearing:
Debt to capital ratio
	(Debt/Debt+Equity)x100
	(1130.9/2346.7)x100=48.2%
	(1217.2/1225.5)x100=99.3%
	(1299.3/1062.7)x100=122.3%

	Interest Cover
	Profit before Interest and tax/Interest
	224.3/41=5.47
	225.6/49.2=4.59
	43.7/37.3=1.17

	Investment ratios:
Return on Equity
	Profit after tax/Total Equity
	(189.9/1215.8)= 0.16
	(164.5/1225.5)= 0.13
	(83.2/1062.7)= 0.08






Calculation of ratios for Paddy Power Betfair PLC


	
	Formula
	2015
	2016
	2017

	Profitability:
Gross Profit Margin
	(Gross Profit/Turnover)x100
	(603/794.3)x100= 75.9%
	(1154.3/1500.8)x100=76.9%
	(1340/1745.4)x100=76.8%

	Operating Profit Margin
	(Operating Profit/Turnover)x100
	(132.5/794.3)X100= 16.7%
	(319.1/1500.8)X100= 21.3%
	(391.9/1745.4)X100= 22.5%

	Liquidity:
Current ratio
	Current Asset/Current Liability
	(170.8/208.1)= 0.82:1
	(369.9/372.8)= 0.99:1
	(430.8/383.7)= 1.12:1

	Acid Test Ratio
	(Current Asset-Inventory)/Current Liability
	(170.8-0)/208.1= 0.82:1
	(369.9-0)/372.8= 0.99:1
	(430.8-0)/383.7= 1.12:1

	Gearing:
Debt to Capital Ratio
	Debt/(Debt+Equity)x100
	358.8/(358.8+50.9)x100= 87.6%
	675.4/(675.4+4316.6)x100= 13.5%
	533.1/(533.1+4395.4)x100= 10.8%

	Interest Cover
	Profit before Interest and Tax/Interest
	(131.9/2.0)= 66
	(315.6/5.0)= 63
	(388.5/5.1)= 76

	Investment Ratios:
Return on Equity
	Profit after Tax/Total Equity
	(108.2/50.9)= 2.13
	(5.7/4316.6)= 0.001
	(217.7/4395.4)= 0.05




From the calculations above, the performance of the two firms, William Hill PLC and Paddy Power Betfair PLC, can be clearly analysed so that a sound judgement can be made in terms of which one is more desirable for investment and why.
With profitability ratios, a fall in the Gross Profit Margin would suggest that gross profit was lower relative to sales revenue in the latest year than it had been in previous years and vice versa. A company with a high gross margin ratio suggests that the company will have more money to pay operating expenses like salaries, utilities and rent. And similarly, a decline in the Operating Profit Margin suggests a very weak performance compared to previous years. From our case above, it is noted that there is a slight decline in Gross Profit Margin for William Hill PLC as compared to Paddy Power Betfair PLC which had a slight rise in Gross Profit Margin. There is also a steady rise in Operating Profit Margin for Paddy Power Betfair PLC over the years, while Operating Profit Margin for William Hill was on a steady decline.
With Liquidity ratios, the higher the Current ratio the more liquid the business is. As Liquidity is vital to the survival of a business, a higher Current ratio is preferable to a lower one because it shows the company can more easily make current debt payments. Similarly, a decline in Acid test ratio indicates that the business may struggle to meet its short- term obligations. Short-term lenders and suppliers may become anxious by the decline in liquidity and would hence press for payment, thereby causing further problems for the business. From our case above, there is a steady increase of both ratios (Current and Acid test) for both William Hill PLC and Paddy Power Betfair PLC, but the increment in the ratios over the years (2015-2017) is more pronounced for Paddy Power Betfair PLC than William Hill PLC. Therefore, Paddy Power Betfair PLC can be seen as more liquid and hence more attractive to investors and creditors than William Hill PLC.
With Leverage (Gearing ) ratio, a high Gearing ratio represents a high proportion of debt to equity and a low Gearing ratio represents a low proportion of debt to equity. A lower Debt to Capital ratio (0.4 or lower) is generally considered a better debt ratio. A Coverage ratio below 1 indicates that a company cannot meet its current interest payment obligations and therefore is not in good financial health. From our case above, it is quite clear that while the interest cover for Paddy Power Betfair PLC is on a steady rise, that for William Hill PLC is declining steadily.
With Investment ratios, higher ratios are almost always better than lower ratios when compared to other company’s ratios in the same industry. A Return on Equity of 15-20% are generally considered good. Return on Equity ratios are slightly higher for William Hill PLC than that of Paddy Power Betfair PLC.
In conclusion thus, having done all the computations of the financial ratios for both companies ( William Hill PLC and Paddy Power Betfair PLC), it can be safely concluded that an investment in Paddy Power Betfair PLC will be more financially rewarding than an investment in William Hill PLC. Reason being:
Profitability ratios are increasing for Paddy Power Betfair PLC more than William Hill PLC, which suggests that Paddy Power Betfair PLC has more money to pay for operating expenses and is making more money from its ongoing operations to pay for its variable costs as well as it fixed costs.
Paddy Power Betfair PLC  has higher liquidity ratios than William Hill PLC, implying that Paddy Power Betfair PLC is more liquid and can readily make current debt payments which is a good sign for investors and even better sign for creditors because creditors want to know they will be paid back on time.
Gearing ratios are also in favour of Paddy Power Betfair PLC as compared to William Hill PLC: Debt to capital of Paddy Power Betfair PLC is gradually lower over the years compared to William Hill PLC, which suggests that Paddy Power PLC is less reliant on debt than William Hill PLC. Also, Interest Cover of Paddy Power Betfair PLC is much higher than that of William Hill PLC, suggesting that Paddy Power Betfair PLC is generating money to pay its interest payments more than William Hill PLC.
Investment ratio (Return on Equity) is showing a sharp decrease from 2015 to a gradual increase from 2016 (2.13 to 0.05) for Paddy Power Betfair PLC as opposed to that of William Hill PLC which is showing a gradual decline from 0.16 in 2015 to 0.08 in 2017. This is indicative of the fact that management of Paddy Power Betfair PLC is more effective at using equity financing to fund operations and grow the company than that of William Hill PLC.




SECTION B

There are four techniques used to evaluate an investment decision: the Payback period method, the Accounting rate of return method, the Net Present Value method, and the Internal rate of return method.
The Payback period is the simplest way of looking at one or more major project ideas. It tells you how long it will take to earn back the money you will spend on a project. The formula of Payback period is cost of project/annual cash inflow. Thus, if a project cost£60,000 and was expected to return £12,000 annually, the Payback period would be £60,000/£12,000 or five years.
The Accounting rate of return method overcomes the deficiencies of the Payback period method in the sense that it considers the earnings of a project over its entire economic life.
The Net Present Value method of a capital Budgeting project is used to indicate the expected impact of the project on the value of the firm. Projects with a positive Net Present Value are expected to increase the value of the firm.
The Internal rate of return of a capital Budgeting project is the discount rate at which the Net Present Value of a project equals zero.


	Year
	Project A (cost=£160,000)
Net cash inflow (£)
	Accumulated net cash (£)

	1
	45,000
	45,000

	2
	45,000
	90,000

	3
	45,000
	135,000

	4
	45,000
	180,000

	5
	45,000
	225,000

	6
	45,000
	270,000

	
	
	








a. To determine the Payback period of project A, the following formula is used: 

Payback=cost of project/annual cash inflow=£160,000/£45,000=3.6 years



	Year
	Project B (cost=£220,000)
Net cash inflow (£)
	Accumulated net cash (£)

	1
	60,000
	60,000

	2
	60,000
	120,000

	3
	60,000
	180,000

	4
	60,000
	240,000

	5
	60,000
	300,000

	6
	60,000
	360,000

	
	
	



To determine the Payback period of project B, the following formula is used:

Payback=cost of project/annual cash inflow=£220,000/£60,000=3.7 years











The Net Profit Value (NPV) for projects A and B is computed as:

Cash flow                                                      £
Present value of future receipts               x
Present value of future payments          (x)
Initial investment                                      (x)
Net Present Value (NPV) =                       X    


 Adjust the future cash flows to the Present Value: 
Present Value = Future cash flows x Discounting factor at the cost of capital



	Year
	Project A
Cash flows
	PV factor at 7%
	PVS

	0
	(160,000)
	1.000
	(160,000)

	1
	45,000
	0.935
	42,075

	2
	45,000
	0.873
	39,285

	3
	45,000
	0.816
	36,720

	4
	45,000
	0.763
	34,335

	5
	45,000
	0.713
	32,085

	6
	45,000+20,000

NPV=
	0.666
	43,290

67,790






              
Therefore NPV for Project A is £67,790


	Year
	Project B
Cash flows
	PV factor at 7%
	PVS

	0
	(220,000)
	1.000
	(220,000)

	1
	60,000
	0.935
	56,100

	2
	60,000
	0.873
	52,380

	3
	60,000
	0.816
	48,960

	4
	60,000
	0.763
	45,780

	5
	60,000
	0.713
	42,780

	6
	60,000+10,000

NPV=
	0.666
	46,620

72,620





All calculations are displayed in the appendix



b. The Accounting Rate of Return (ARR) for both projects is computed as:

ARR = (Average accounting profit/Average investment capital) x 100
Whereby: 
Average accounting profit = Total profit for the length of the project/The length of the project
Average investment capital = ( Initial capital + scrap or residual value)/2
Depreciation = ( Cost of project – scrap or residual value)/Economic life


For Project A:

Depreciation = ( £160,000 - £20,000 )/6 = £140,000/6 = £23,333.33

From the above, it is assumed that profit is what remains after subtracting depreciation expenses from the net cash inflows.


	Year
	Net cash(£)
	Depreciation(£)
	Profit(£)

	1
	45,000
	(23,333)
	21,667

	2
	45,000
	(23,333)
	21,667

	3
	45,000
	(23,333)
	21,667

	4
	45,000
	(23,333)
	21,667

	5
	45,000
	(23,333)
	21,667

	6
	45,000
	(23,333)
	21,667

	Total
	
	
	130,002



Therefore, Average accounting profit = £130,002/6 = £21,667

Average capital employed = (Initial cost + scrap or residual value)/2
= (£160,000 + £20,000)/2 = £90,000

Therefore, ARR = (Average accounting profit/Average capital employed)x100 = (£21,667/£90,000)x100 = 24.07%





For Project B:

Depreciation = (£220,000 - £10,000)/6 = £230,000/6 = £35,000

From the above, it is assumed that profit is what remains after subtracting depreciation expenses from the net cash inflows.


	Year
	Net cash(£)
	Depreciation(£)
	Profit(£)

	1
	60,000
	35,000
	25,000

	2
	60,000
	35,000
	25,000

	3
	60,000
	35,000
	25,000

	4
	60,000
	35,000
	25,000

	5
	60,000
	35,000
	25,000

	6
	60,000
	35,000
	25,000

	Total
	
	
	150,000



Therefore, Average accounting profit = £150,000/6 = £25,000

Average capital employed = (Initial cost + scrap or residual value)/2 = (£220,000 + £10,000)/2 = £115,000

Therefore, ARR = (Average accounting profits/Average capital employed)x100 = (£25,000/£115,000)x100 = 21.74%







The Internal Rate of Return (IRR) can be calculated by using this formula: 

IRR = P% + [ p/(p+N) x (N% - P%) ]
Whereby:
P% = interest rate that results into positive NPV
N% = interest rate that results into negative NPV
p= positive NPV
N = negative NPV


For Project A:
The NPV is £67,790 which is positive, and so therefore there is a need to find a discount rate with a negative NPV. If 20% is to be used as a discount rate for this project, the  NPV can be calculated as:


	Year
	Cash flows
	PV factor at 20%
	PVS

	0
	(160,000)
	1.000
	(160,000)

	1
	45,000
	0.833
	37,485

	2
	45,000
	0.694
	31,230

	3
	45,000
	0.579
	26,055

	4
	45,000
	0.482
	21,690

	5
	45,000
	0.402
	18,090

	6
	45,000+20,000

NPV =
	0.335
	21,775

(3,675)






Therefore, IRR = P% + [ p/(p+N) x (N%-P%) ]
IRR = 7% + [ 67,790/(67,790+3,675) x ( 20-7)]
= 7% + [ 67,790/71,465 ] x 13
= 7% + 12.33 = 19.33%


And for Project B:
The NPV is £72,620 which is also positive, and therefore there is a need to find a discount rate resulting in a negative NPV. If 17% is to be used as a discount rate for this project, the NPV can be calculated as:

	Year
	Cash flows
	PV factor at 17%
	PVS

	0
	(220,000)
	1.000
	(220,000)

	1
	60,000
	0.855
	51,300

	2
	60,000
	0.731
	43,860

	3
	60,000
	0.624
	37,440

	4
	60,000
	0.534
	32,040

	5
	60,000
	0.456
	27,360

	6
	60,000+10,000

NPV =
	0.390
	27,300

(700)











Therefore, IRR = P% + [ P/(P+N) x (N% - P%) ]
IRR = 7% + [72,620/(72,620 + 700) x (17-7) ]
= 7% + [72,620/73,320] x 10
=7% +9.9 = 16.09%


c.

From the results provided above, Project A has a Payback period of 3.6 years whilst Project B has a Payback period of 3.7 years. An investment with a shorter Payback period is more preferable to that with a longer Payback period. Therefore, with the Payback investment technique, Project A should be adopted.
The Net Present Value (NPV) tells us how much a project contributes to shareholder wealth- the larger the NPV, the more value the project adds (Houston, 2012). From the figures above, it is evident that Project B carries a larger NPV (£72,620) than Project A (£67,790), and hence Project B should be adopted based on NPV figures.
The Accounting Rate of Return (ARR) examines the gains of a project over its whole economic life. It is compared with the cut off rate of a project. The cut off rate is usually the cost of capital, and if the ARR is equal or higher than the cut off rate of return, the project is accepted. From the figures above, the ARR values for both projects A and B ( 24.07% and 21.74% respectively) are higher than the company's target cost of capital (7%). However, Project A will be adopted it gives the highest ARR of 24.07%.





d.
The Payback rule states that a project should be accepted if its payback period is less than some specified cut-off period (Brealey et al, 2011). This investment technique is very simple and straightforward. A particular cut-off date, say two years, is selected. All investment projects that have Payback periods of two years or less are accepted, and all of those that pay off in more than two years are rejected. Some of the advantages of using this investment method are: it's very simple to understand and easy to calculate, especially if the future cash flows have already been calculated. It can also be argued that the Payback technique is less risky since it prefers short- term investment than long- term. And it also uses cash, and not accounting profit. One major drawback of this method is the fact that it pays no attention to the time value of money. It also disregards cash flows beyond the acceptable Payback period by saying nothing about the project as a whole. It also ignores the size and timing of cash flows.
The Net Present Value (NPV) investment technique can be described as the present value of cash inflows minus present value of cash outflows. Using this investment method, a project is accepted if the NPV is positive. For mutually exclusive projects, the project with the highest positive NPV is generally adopted. One of the main advantages of the NPV is that it recognises the time value of money. This technique is generally regarded by most as the 'gold standard' investment criterion as it is the only criterion necessarily consistent with maximising the value of the firm. It takes account of all relevant cash flows over the duration of the project. It uses cash flow and not accounting profit. It also takes account of conventional and non- conventional cash flows, as well as changes in the discount rate during the project. Having said that, no technique is faultless and so therefore the NPV is fraught with few hiccups as well. Accepting will projects with a positive NPV can only be achieved in a perfect capital market. And also there is no guarantee that the cost of capital will remain the same throughout the life of the project. The cash flows of the project may be difficult to estimate, also.





e.
Investment appraisal is not all about financial factors. There are non- financial factors that play significant role in making any meaningful investment decision. Most of those non- financial factors act as backbone that will either make or break the investment if taken. Before an investment decision is taken, a company needs to first familiarise itself with existing government policies and regulations for avoiding the risk of contravening government regulations. Environmental factors should also be considered when making investment decisions. Will the project be environmentally friendly? Will it promote the company's corporate social responsibility in society? Staff motivation is another relevant issue in making investment decisions. Staff morale should be improved, making it effortless to take in and hold on to employees. The company must also endeavour to make their customers satisfied. General trend must also be considered when planning an investment in a project to see if there is capacity in the proposed project. Also, the action of competitors must also be considered before making investment decisions. This will enable the company to have some form of competitive advantage over its rivals. Political stability is another key factor investors normally consider when making investment decisions. In an environment where the political climate is not very friendly and  conducive for business, then it becomes almost impossible for business to thrive. In other words, hostile environments such as Syria, Iraq, Yemen and Libya are places where it is virtually impossible for business to flourish.
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Notes to the Conso idated nancia Statements

1. General information

2. Basis of preparation and summary of significant accounting policies

The consolidated financial statements are prepared on the historical cost basis except for betting transactions and foreign exchange
forward contracts (which are recorded as derivative financial instruments), contingent deferred consideration and certain share-based
payments, all of which are stated at fair value (grant date fair value in the case of share-based payments). The consolidated financial
statements are presented in pounds sterling, a change from the previous presentation currency of euro, and are rounded to the nearest
million.

Further to IAS Regulation (EC1606/2002, ‘Accounting standards adopted for use in the EU’), EU law requires that the annual
consolidated financial statements of the Group be prepared in accordance with International Financial Reporting Standards (“IFRS")
adopted by the European Union ("EU"). The consolidated financial statements have been prepared on the basis of IFRS adopted by the
EU and effective for accounting periods ending on or after 1 January 2016.

The accounting policies applied in the preparation of these consolidated financial statements have been applied consistently during the
year and prior year, except as set out below.

Changes in accounting policies and restatement of comparatives

The Group has reviewed and amended its accounting policies in light of the Merger. The changes do not impact the Group's reported
operating profit. The treatment of these items has developed over the past few years and the Group has reviewed its presentation of
these items to align reporting for the Group subsequent to the Merger and to bring treatment in line with current industry practice for
comparability purposes. Where adjustments have been made to comparative information in respect of the year ended 31 December
2015 the relevant financial statement or note is headed up as ‘Restated’.

The revised accounting policy for revenue is:

Revenue

The services provided by the Group comprise sports betting (sportsbook, the exchange sports betting product and pari-mutuel betting
products), fixed odds games betting, online games and casino, peer-to-peer games including online bingo and poker and business-to-
business services. Revenue is stated exclusive of value-added tax.
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Paddy Power Betfair plc (the “Company”) and its subsidiaries (together referred to as the “Group”} is a global sports betting and gaming
group, whose headquarters are in Dublin, Ireland. The Group currently operates across four divisions; (i) Online, which includes the
online brands of Paddy Power and Betfair, the Paddy Power telephone sportsbook, as well as a number of business-to-business
partnerships; (i) Australia, consisting of Sportsbet, the market leader in the fast-growing Australian online betting market; (iii) Retail,
which operates over 600 Paddy Power betting shops across the UK and Ireland; and (iv) US, which combines TVG, America’s leading
horse-racing TV and betting network, Betfair Casino, an online casino in New Jersey, and the Betfair New Jersey Exchange.

During the year ended 31 December 2016, the Company completed an all-share merger with Betfair Group plc (the “Merger") - see
Note 13 for further information on the Merger. The results of Betfair Group plc prior to completion of the Merger are not included in
these consolidated financial statements.

The Company is a public limited company incorporated and domiciled in the Republic of Ireland and has its primary listing on the
London Stock Exchange, and a secondary listing on the Irish Stock Exchange. The address of its registered office is set out on page 224
of this Annual Report.

The consolidated financial statements of the Group for the year ended 31 December 2016 comprise the financial statements of the
Company and its subsidiary undertakings and were approved for issue by the Board of Directors on 7 March 2017.

The Group's betting and gaming activities are classified as derivative financial instruments, with the exception of the exchange sports
betting product and pari-mutuel betting products on which commission income is earned, peer-to-peer games on which commission
income and tournament fees are earned, and business-to-business services on which fees are earned.
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Notes to the Conso idated nancia Statements

1. General information

2. Basis of preparation and summary of significant accounting policies

The consolidated financial statements are prepared on the historical cost basis except for betting transactions and foreign exchange
forward contracts (which are recorded as derivative financial instruments), contingent deferred consideration and certain share-based
payments, all of which are stated at fair value (grant date fair value in the case of share-based payments). The consolidated financial
statements are presented in pounds sterling, a change from the previous presentation currency of euro, and are rounded to the nearest
million.

Further to IAS Regulation (EC1606/2002, ‘Accounting standards adopted for use in the EU’), EU law requires that the annual
consolidated financial statements of the Group be prepared in accordance with International Financial Reporting Standards (“IFRS")
adopted by the European Union ("EU"). The consolidated financial statements have been prepared on the basis of IFRS adopted by the
EU and effective for accounting periods ending on or after 1 January 2016.

The accounting policies applied in the preparation of these consolidated financial statements have been applied consistently during the
year and prior year, except as set out below.

Changes in accounting policies and restatement of comparatives

The Group has reviewed and amended its accounting policies in light of the Merger. The changes do not impact the Group's reported
operating profit. The treatment of these items has developed over the past few years and the Group has reviewed its presentation of
these items to align reporting for the Group subsequent to the Merger and to bring treatment in line with current industry practice for
comparability purposes. Where adjustments have been made to comparative information in respect of the year ended 31 December
2015 the relevant financial statement or note is headed up as ‘Restated’.

The revised accounting policy for revenue is:

Revenue

The services provided by the Group comprise sports betting (sportsbook, the exchange sports betting product and pari-mutuel betting
products), fixed odds games betting, online games and casino, peer-to-peer games including online bingo and poker and business-to-
business services. Revenue is stated exclusive of value-added tax.
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Paddy Power Betfair plc (the “Company”) and its subsidiaries (together referred to as the “Group”} is a global sports betting and gaming
group, whose headquarters are in Dublin, Ireland. The Group currently operates across four divisions; (i) Online, which includes the
online brands of Paddy Power and Betfair, the Paddy Power telephone sportsbook, as well as a number of business-to-business
partnerships; (i) Australia, consisting of Sportsbet, the market leader in the fast-growing Australian online betting market; (iii) Retail,
which operates over 600 Paddy Power betting shops across the UK and Ireland; and (iv) US, which combines TVG, America’s leading
horse-racing TV and betting network, Betfair Casino, an online casino in New Jersey, and the Betfair New Jersey Exchange.

During the year ended 31 December 2016, the Company completed an all-share merger with Betfair Group plc (the “Merger") - see
Note 13 for further information on the Merger. The results of Betfair Group plc prior to completion of the Merger are not included in
these consolidated financial statements.

The Company is a public limited company incorporated and domiciled in the Republic of Ireland and has its primary listing on the
London Stock Exchange, and a secondary listing on the Irish Stock Exchange. The address of its registered office is set out on page 224
of this Annual Report.

The consolidated financial statements of the Group for the year ended 31 December 2016 comprise the financial statements of the
Company and its subsidiary undertakings and were approved for issue by the Board of Directors on 7 March 2017.

The Group's betting and gaming activities are classified as derivative financial instruments, with the exception of the exchange sports
betting product and pari-mutuel betting products on which commission income is earned, peer-to-peer games on which commission
income and tournament fees are earned, and business-to-business services on which fees are earned.




image108.png




image109.png
N IDATED IN OME TATEM NT
Revenue - -
Cost of sales - -
g ko 15
= (E0) = 50
(141.9) (3037)
Earnings/(loss) per
9

(£0.072)





image2.png
Uonsolidated Inco e State ent




image110.png
co

SOL

8

391.9

(52.5)

336.0

(215.8)
(141.9) 250.0

246.6

23.6 (28.9)

(118.3) 217.7

(679)
3191 (3037)
3156

49.0) 314
266.6 @2723)

154

(17.6)

(57)

103




image111.png
Continuing operations

EBITDA!

Operating profit/(loss)

Profit/(loss) before tax

YEAR ENDED 31 DECEMBER 201/

Before
separately
disclosed
items
2017

£m

1,745.4
(405.4)
1,340.0

(866.8)
473.2

(81.3)

1.7

(5.1)
388.5

Profit/(loss) for the year - all attributable to equity

holders of the Company

share

Separately
disclosed
items
(Note 4)
2017

£m

(74)
(7.4)

(134.5)

Total
2017

1,745.4
(405.4)
1,340.0

(874.2)

(5.1)

£2.579
£2.554




image112.png
3
6
6
Tax (expense)/credit
Basic
Diluted? 9

15008
(346.5)
11543

Total
2016

15008
(346.5)
11643

1 EBITDA is defined as profit for the year before depreciation and amartisation, financial income, financial expense and tax expense / credit. It is considered by the Directors

to be a key measure of the Group's financial performance

2. Where any potential ordinary shares would have the effect of decreasing a loss per share, they have not been treated as dilutive

Notes 1 to 33 on pages 109 to 155 form an integral part of these consolidated financial statements.
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to be a key measure of the Group's financial performance

2. Where any potential ordinary shares would have the effect of decreasing a loss per share, they have not been treated as dilutive

Notes 1 to 33 on pages 109 to 155 form an integral part of these consolidated financial statements.
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Year ended 31 December 2015

Note Before
exceptional
items
2015
€000
Sportsbook amounts staked 8,645,522
Continuing operations
Income 1,093,950
Direct betting costs (276,273)
Gross profit 817,677
Employee expenses 7 (292,850)
Property expenses (68,645)
Marketing expenses (117,952)
Technology and communications expenses (58,733)
Depreciation and amortisation (52,601)
Other expenses, net (46,474)
Total (637,255)
Operating profit 180,422
Financial income 9 1,852
Financial expense 9 (2,560)
Profit before tax 179,714
Income tax 11 (26,957)
Profit for the year - all attributable to equity holders of
the Company 152,757
Earnings per share
Basic 12
Diluted 12

Notes 1 to 35 on pages 90 to 144 form an integral part of these consolidated financial statements.
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YEAR ENDED 31 DECEMBER 2017

2017

£m
Profit/(loss) for the year - all attributable to equity holders of the Company 2177
Other comprehensive income/(loss)
Items that are or may be reclassified subsequently to profit or loss:
(43.3)
13.7

Other comprehensive (loss)/income
Total comprehensive income for the year - all attributable to equity holders of the Company 188.1
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Deferred tax on fair value of cash flow hedges

Notes 1 to 33 on pages 109 to 155 form an integral part of these consolidated financial statements.
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YEAR ENDED 31 DECEMBER 2017

2017
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Profit/(loss) for the year - all attributable to equity holders of the Company 2177
Other comprehensive income/(loss)
Items that are or may be reclassified subsequently to profit or loss:
(43.3)
13.7

Other comprehensive (loss)/income
Total comprehensive income for the year - all attributable to equity holders of the Company 188.1
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1. General information

Paddy Power Betfair plc (the “Company”) and its subsidiarias

(together referred to as the "Group”) is a global sports betting and
gaming group, whose headguarters are in Dublin, Ireland. The Group
currently operates across four divisions; {i) Online, which includes the
online brands of Paddy Power and Betfair, the Paddy Power telephone
sportsbook, as well as a number of business-to-business partnerships;
(i) Australia, consisting of Sportsbet, the market leader in the fast-
growing Australian online betting market; (iii) Retail, which operates
over 620 Paddy Power betting shops across the UK and Ireland; and
(iv) US, which comprises TVG, America's leading horseracing TV

and betting network, DRAFT, an early-stage operator in daily fantasy
sports, the Betfair New Jersey online casino and the Betfair New Jersey
horseracing betting exchange.

During the year ended 31 December 2016, the Company completed
an all-share merger with Betfair Group plc {the “Merger”) — sae Note
13 for further information on the Merger. The results of Betfair Group
plc prior 1o completion of the Merger are not included in these
consolidated financial statements.

The Company is a public limited company incorporated and domiciled
in the Republic of Ireland and has its primary listing on the London
Stock Exchange and a secondary listing on the Irish Stock Exchange
The address of its registered office is set out on page 179 of this
Annual Report.

The consolidated financial statements of the Group for the year ended
31 December 2017 comprise the financial statements of the Company
and its subsidiary undertakings and were approved for issue by the
Board of Directors on 7 March 2018.

2. Basis of preparation and summary of significant
accounting policies

The consolidated financial statements are prepared on the historical
cost basis except for betting transactions and foreign exchange
forward contracts (which are recorded as derivative financial
instruments), available-for-sale financial assets, contingent deferred
consideration and certain share-based payments, all of which are
stated at fair value (grant date fair value in the case of share-basad
payments). The consolidated financial statements are presented in
pounds sterling and are rounded to the nearest million.

Further to IAS Regulation (EC1606/2002, ‘Accounting standards
adopted for use in the EU'), EU law requires that the annual
consolidated financial statements of the Group be prepared in
accordance with International Financial Reporting Standards (‘IFRS")
adopted by the European Union (“EU"). The consolidated financial
statements have been prepared on the basis of IFRS adopted by

the EU and effective for accounting periods ending on or after

1 January 2017.

The accounting policies applied in the preparation of these
consolidated financial statemerits have been applied consislently
during the year and prior year, except as highlighted below in
‘Recent accounting pronouncements'.

Recent accounting pronouncements

The IASB have issued the following standards, policies, interpretations
and amendments which were effective for the Group for the first time
in the year ended 31 December 2017:

* Amendmentsto IAS 7: Disclosure Initiative

Adopted IFRS not yet applied

The following Adopted IFRSs have been issuad bul have nol been
applied in these financial statements. Their adoption is not expected
to have a material effect on the financial statements:

¢ |FRS 15 Revenue from Contract with Customers (effective date
1 January 2018)

* Amendments to IFRS 2: Classification and Measurement of
Share-based Payment Transactions {effective date 1 January 2018)

e Amendments to IFRS 4: Applying IFRS 9 Financial Instruments with
IFRS 4 Insurance Contracts (effective date 1 January 2018)

* Amendments to IAS 40: Transfers of Investment Property (effective
date 1 January 2018)

¢ Annual Improvements to IFRSs 2014-2016 Cycle - Amendments to
IFRS 1 and IAS 28 (effective date 1 January 2018)

* |FRIC 22 Foreign Currency Transactions and Advance
Consideration (effective date 1 January 2018)

» |FRIC 23 Uncertainty over Income Tax Treatments (effective date
1 January 2019)

* |FRS 17 /nsurance Contracts (effective date 1 January 2021)

* Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets
between and Investor and its Associate or Joint Venture (effective
date to be confirmed)

The following Adopted IFRS have been issued but have not been
applied in these financial statements:

* |FRS 9 Financial Instruments (effective date 1 January 2018)
o |FRS 16 Leases (effective date 1 January 2019)

IFRS 9 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 Other Comprehensive Income (‘OCI') and fair value through
Profit and Loss (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
measuled at fail value thiough profit o luss with the inrevocable oplion
at the date of initial application 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 IAS 39 Financial
Instruments. Recognition and Measurement. For financial liabilities
there are 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. This standard is not expected to the impact the Group
other than how the Group presents movements in investments in
equity instruments. Under |AS 39, these instruments are categorised




image182.png
* Amendments to IAS 12: Recognition of Dzferred Tax Assats for
Unrealised Losses

* Annual Improvements to IFRSs 2014-2016 Cycle - Amendments
to IFRS 12

The adoption of the above new standards and interpretations did
not have a significant impact on the Group's consolidated financial
statements.
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1. General information

Paddy Power Betfair plc (the “Company”) and its subsidiarias

(together referred to as the "Group”) is a global sports betting and
gaming group, whose headguarters are in Dublin, Ireland. The Group
currently operates across four divisions; {i) Online, which includes the
online brands of Paddy Power and Betfair, the Paddy Power telephone
sportsbook, as well as a number of business-to-business partnerships;
(i) Australia, consisting of Sportsbet, the market leader in the fast-
growing Australian online betting market; (iii) Retail, which operates
over 620 Paddy Power betting shops across the UK and Ireland; and
(iv) US, which comprises TVG, America's leading horseracing TV

and betting network, DRAFT, an early-stage operator in daily fantasy
sports, the Betfair New Jersey online casino and the Betfair New Jersey
horseracing betting exchange.

During the year ended 31 December 2016, the Company completed
an all-share merger with Betfair Group plc {the “Merger”) — sae Note
13 for further information on the Merger. The results of Betfair Group
plc prior 1o completion of the Merger are not included in these
consolidated financial statements.

The Company is a public limited company incorporated and domiciled
in the Republic of Ireland and has its primary listing on the London
Stock Exchange and a secondary listing on the Irish Stock Exchange
The address of its registered office is set out on page 179 of this
Annual Report.

The consolidated financial statements of the Group for the year ended
31 December 2017 comprise the financial statements of the Company
and its subsidiary undertakings and were approved for issue by the
Board of Directors on 7 March 2018.

2. Basis of preparation and summary of significant
accounting policies

The consolidated financial statements are prepared on the historical
cost basis except for betting transactions and foreign exchange
forward contracts (which are recorded as derivative financial
instruments), available-for-sale financial assets, contingent deferred
consideration and certain share-based payments, all of which are
stated at fair value (grant date fair value in the case of share-basad
payments). The consolidated financial statements are presented in
pounds sterling and are rounded to the nearest million.

Further to IAS Regulation (EC1606/2002, ‘Accounting standards
adopted for use in the EU'), EU law requires that the annual
consolidated financial statements of the Group be prepared in
accordance with International Financial Reporting Standards (‘IFRS")
adopted by the European Union (“EU"). The consolidated financial
statements have been prepared on the basis of IFRS adopted by

the EU and effective for accounting periods ending on or after

1 January 2017.

The accounting policies applied in the preparation of these
consolidated financial statemerits have been applied consislently
during the year and prior year, except as highlighted below in
‘Recent accounting pronouncements'.

Recent accounting pronouncements

The IASB have issued the following standards, policies, interpretations
and amendments which were effective for the Group for the first time
in the year ended 31 December 2017:

* Amendmentsto IAS 7: Disclosure Initiative

Adopted IFRS not yet applied

The following Adopted IFRSs have been issuad bul have nol been
applied in these financial statements. Their adoption is not expected
to have a material effect on the financial statements:

¢ |FRS 15 Revenue from Contract with Customers (effective date
1 January 2018)

* Amendments to IFRS 2: Classification and Measurement of
Share-based Payment Transactions {effective date 1 January 2018)

e Amendments to IFRS 4: Applying IFRS 9 Financial Instruments with
IFRS 4 Insurance Contracts (effective date 1 January 2018)

* Amendments to IAS 40: Transfers of Investment Property (effective
date 1 January 2018)

¢ Annual Improvements to IFRSs 2014-2016 Cycle - Amendments to
IFRS 1 and IAS 28 (effective date 1 January 2018)

* |FRIC 22 Foreign Currency Transactions and Advance
Consideration (effective date 1 January 2018)

» |FRIC 23 Uncertainty over Income Tax Treatments (effective date
1 January 2019)

* |FRS 17 /nsurance Contracts (effective date 1 January 2021)

* Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets
between and Investor and its Associate or Joint Venture (effective
date to be confirmed)

The following Adopted IFRS have been issued but have not been
applied in these financial statements:

* |FRS 9 Financial Instruments (effective date 1 January 2018)
o |FRS 16 Leases (effective date 1 January 2019)

IFRS 9 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 Other Comprehensive Income (‘OCI') and fair value through
Profit and Loss (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
measuled at fail value thiough profit o luss with the inrevocable oplion
at the date of initial application 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 IAS 39 Financial
Instruments. Recognition and Measurement. For financial liabilities
there are 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. This standard is not expected to the impact the Group
other than how the Group presents movements in investments in
equity instruments. Under |AS 39, these instruments are categorised
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* Amendments to IAS 12: Recognition of Dzferred Tax Assats for
Unrealised Losses

* Annual Improvements to IFRSs 2014-2016 Cycle - Amendments
to IFRS 12

The adoption of the above new standards and interpretations did
not have a significant impact on the Group's consolidated financial
statements.
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The Group previously presented its consolidated income Staterment with a column showing pre-exceptional results. This presentation
has been changed to reflect adjusted results (as described in note 3) in order to better represent the key metrics used by the directors to
monitor and evaluate its performance Results for prior periods are re-presented accordingly. There is no change to the reported totals for

any period
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The financial statements of William Hill PLC, registered number 4212563, were approved by the Board of directors and authorised for
issue on 24 February 2017 and are signed on its behalf by:

P Bowcock
Director
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The financial statements of William Hill PLC, registered number 4212563, were approved by the Board of directors and authorised for
issue on 24 February 2017 and are signed on its behalf by:

P Bowcock
Director




image284.png




image285.png
Net cash from operating activities

Dividends from associates

Proceeds on disposal of property, plant and equipment
Proceeds on disposal of investment property
Net cash flows relating to loans receivable

Acquisition of ordinary shares and warrants in NYX Gaming Group Limited
Acquisition of Grand Parade Limited (net of cash acquired)

Proceeds on issue of shares under share schemes

Purchase of own shares

Repayment of £300m Guaranteed notes
Issue of £350m Guaranteed notes due 2023
Finance fees paid on £350m Guaranteed notes

29

6

William Hill PLC
Annual Report and Accounts 2016

3009

14
1

n

2871




image286.png
Strategic
report

Jovarnance




image287.png
Consolidated Cash Flow Statement
for the 52 weeks ended 27 December 2016

Investing activities

Interest received on cash and cash equivalents

Acquisition of redeemable convertible preference shares in NYX Gaming Group
Limited (including associated costs)

Acquisition of NeoGames S arl
Purchases of property, plant and equipment
Expenditure on intangible assets

Dividends paid

Net (decrease)/increase in cash and cash equivalents in the period
Changes in foreign exchange rates

16

22

2659

43

14

(81.7)
(10.3)

(32.5)
(579)
(185.0)

(300.0)

04

EBI\‘E,\
NoU 3
e e vk

36
(30)

(500)

2221




image288.png
52 weeksended 52 weeks ended

27 December 29 December

2016 2015

Notes £m fm




image289.png
Net cash used in investing activities

Financing activities

Net cash used in financing activities

Cash and cash equivalents at start of period

Cash and cash equivalents at end of period

19

17
1.2
08

(12.0)

13
(94.4)
(109.0)

350.0
(2.5)
(154.6)

(737
7l

2821

2155

(1084)

(157.8)

el

103




image20.png
Total

Total





image290.png




image291.png
Net cash from operating activities

Dividends from associates

Proceeds on disposal of property, plant and equipment
Proceeds on disposal of investment property
Net cash flows relating to loans receivable

Acquisition of ordinary shares and warrants in NYX Gaming Group Limited
Acquisition of Grand Parade Limited (net of cash acquired)

Proceeds on issue of shares under share schemes

Purchase of own shares

Repayment of £300m Guaranteed notes
Issue of £350m Guaranteed notes due 2023
Finance fees paid on £350m Guaranteed notes

29

6

William Hill PLC
Annual Report and Accounts 2016

3009

14
1

n

2871




image292.png
Strategic
report

Jovarnance




image293.png
Consolidated Cash Flow Statement
for the 52 weeks ended 27 December 2016

Investing activities

Interest received on cash and cash equivalents

Acquisition of redeemable convertible preference shares in NYX Gaming Group
Limited (including associated costs)

Acquisition of NeoGames S arl
Purchases of property, plant and equipment
Expenditure on intangible assets

Dividends paid

Net (decrease)/increase in cash and cash equivalents in the period
Changes in foreign exchange rates

16

22

2659

43

14

(81.7)
(10.3)

(32.5)
(579)
(185.0)

(300.0)

04

EBI\‘E,\
NoU 3
e e vk

36
(30)

(500)

2221




image294.png
52 weeksended 52 weeks ended

27 December 29 December

2016 2015

Notes £m fm




image295.png
Net cash used in investing activities

Financing activities

Net cash used in financing activities

Cash and cash equivalents at start of period

Cash and cash equivalents at end of period

19

17
1.2
08

(12.0)

13
(94.4)
(109.0)

350.0
(2.5)
(154.6)

(737
7l

2821

2155

(1084)

(157.8)

el

103




image296.png




image297.png




image298.png
Continuing operations

1




image299.png
William Hill PLC
Anrual Repert and Accounts 2017

Revenue

Basic

223
22

Exceptional
items and
adjustments
(rote 3)

fm

Statutory
total
£m




image21.png
Consolidated Statement of Finaneci 1 osition

31 December 2015 31 December 2014
€000 €'000




image300.png
Consolidated Income Statement
for the 52 weeks ended 26 December 2017

Cost of sales

Gross profit

(Loss)/profit before interest and tax

Investment income

(Loss)/profit before tax
Tax

(Loss)/profit for the period (attributable to equity
holders of the parent)

(Loss)/earnings per share (pence)

12
23

2,4
2,5
137

39

1,711
(414.9)
1,296.2
13.0
(1,018.9)
10
2913
0.9
(373)
254.9
(18.0)

2369

27.6
275

71
a7n

(317.9)

(335.0)
5.5

(329.5)
9.4

(3201)

1,711
(432.0)
1,2791

13.0
(1,336.8)

1.0
437

6.4
(373)
(74.6)
(8.6)

(83.2)

@7
(3.7)

16038
(3822)
12216

14.8
(9764)
15
2615
17
49.2)
2140
(19.8)

194.2

(359)

(359)
32

(327)

(297)

16038

4.8
(10123

2256
49

1813




image301.png
Notes

52 weeks ended 26 December 2017

Exceptional

items and

adjustments

Adjusted (note 3)
£fm fm

Statutory
total
fm

52 wezks ended 27 December 2016

Adjusted
fm




image302.png
Other operating income
Other operating expenses
Share of results of associates

Finance costs

Diluted

1

2 2)
1221.6

492)

30 (16.8)

189
18.8




image303.png




image304.png
Continuing operations

1




image305.png
William Hill PLC
Anrual Repert and Accounts 2017

Revenue

Basic

223
22

Exceptional
items and
adjustments
(rote 3)

fm

Statutory
total
£m




image306.png
Consolidated Income Statement
for the 52 weeks ended 26 December 2017

Cost of sales

Gross profit

(Loss)/profit before interest and tax

Investment income

(Loss)/profit before tax
Tax

(Loss)/profit for the period (attributable to equity
holders of the parent)

(Loss)/earnings per share (pence)

12
23

2,4
2,5
137

39

1,711
(414.9)
1,296.2
13.0
(1,018.9)
10
2913
0.9
(373)
254.9
(18.0)

2369

27.6
275

71
a7n

(317.9)

(335.0)
5.5

(329.5)
9.4

(3201)

1,711
(432.0)
1,2791

13.0
(1,336.8)

1.0
437

6.4
(373)
(74.6)
(8.6)

(83.2)

@7
(3.7)

16038
(3822)
12216

14.8
(9764)
15
2615
17
49.2)
2140
(19.8)

194.2

(359)

(359)
32

(327)

(297)

16038

4.8
(10123

2256
49

1813




image307.png
Notes

52 weeks ended 26 December 2017

Exceptional

items and

adjustments

Adjusted (note 3)
£fm fm

Statutory
total
fm

52 wezks ended 27 December 2016

Adjusted
fm




image308.png
Other operating income
Other operating expenses
Share of results of associates

Finance costs

Diluted

1

2 2)
1221.6

492)

30 (16.8)

189
18.8




image309.png




image22.png
As at 31 December 2015

Assets

Property, plant and equipment

Intangible assets

Goodwill

Deferred tax assets

Trade and other receivables
non-current assets

Trade and other receivables

Derivative financial assets

Financial assets - restricted cash

Financial assets — deposits

Cash and cash equivalents
current assets

Total assets

Equity

Issued share capital
Share premium
Treasury shares

Shares held by long term incentive plan trust
Other reserves including foreign currency translation, cash
flow hedge and share-based payment reserves

Retained earnings

Total equity attributable to equity holders of the Company

Liabilities

Trade and other payables
Derivative financial liabilities
Provisions

Current tax payable
Borrowings

Total current liabilities

Trade and other payables
Derivative financial liabilities
Provisions

Deferred tax liabilities
Borrowings

Total non-current liabilities

Total liabilities

Total equity and liabilities

Notes 1 to 35 on pages 90 to 144 form an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial State ents

Paddy Power Betfair plc (the ‘Company’) and its subsidiaries (together referred to as the ‘Group’) in 2015 provided online interactive sports
betting services (‘paddypower.com; ‘paddypower.it’and ‘sportsbet.com.au’), sports betting and machine gaming services through a

chain of licensed betting offices {'Paddy Power Bookmaker’), and telephone sports betting services ('Dial-a-Bet’). In 2015, the Group also
provided online gaming services through ‘paddypower.com’, ‘paddypowergames.com; ‘paddypowercasino.com;, ‘paddypowerbingo.com;
‘paddypowerpoker.com’ and ‘paddypowervegas.com’ It provided these services principally in the United Kingdom, lreland, Australia and
ltaly. It also provided business-to-business services.

Subsequent to the reporting date, the Company completed an all share merger with Betfair Group plc ('The Merger’) - see Note 34 for
further information on the Merger. The results of Betfair Group plc during the year ended 31 December 2015 are not included in these
financial statements.

The Company is a public limited company incorporated and domiciled in the Republic of Ireland and has its primary listing on the London
Stock Exchange. The address of its registered office is set out on the first page of this Annual Report.

The consolidated financial statements of the Group for the year ended 31 December 2015 comprise the financial statements of the Company
and its subsidiary undertakings and were authorised for issue by the Board of Directors on 7 March 2016.

The consolidated financial statements are prepared on the historical cost basis except for betting transactions and foreign exchange forward
contracts (which are recorded as derivative financial instruments), contingent deferred consideration and certain share-based payments,

all of which are stated at fair value (grant date fair value in the case of share-based payments). The consolidated financial statements are
presented in euro, the Company’s functional currency, rounded to the nearest thousand.

Further to IAS Regulation (EC1606/2002, ‘Accounting standards adopted for use in the EU’), EU law requires that the annual consolidated
financial statements of the Group be prepared in accordance with International Financial Reporting Standards ('IFRS’) adopted by the
European Union (‘EU’). The consolidated financial statements have been prepared on the basis of IFRS adopted by the EU and effective
for accounting periods ending on or after 1 January 2015. The accounting policies set out below have been applied consistently by Group
entities.

The accounting policies applied in the preparation of these consolidated financial statements have been applied consistently during the year
and prior year, except as highlighted below in ‘Recent accounting pronouncements.

Recent accounting pronouncements
The IASB have issued the following standards, policies, interpretations and amendments which were effective for the Group for the first time
in the year ended 31 December 2015:

« Annual Improvements to IFRSs 2011-2013 Cycle

The adoption of the above new standards and interpretations did not have a significant impact on the Group's consolidated financial
statements.

Amendments to existing standards
During the period, a number of amendments to existing accounting standards became effective. These have been considered by the
directors and have not had a significant impact on the Group's consolidated financial statements.

Amendments, annual improvements
The following are amendments to existing standards and interpretations that are effective for the Group’s financial year from 1 January 2016:

- Amendments to IAS 27: Equity Method in Separate Financial Statements

« Amendments to IAS 1: Disclosure Initiative

- Annual Improvements to IFRSs 2012-2014 Cycle

» Amendments to |AS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and Amortisation
» Amendments to IFRS 11: Accounting for Acquisitions of Interests in Joint Operations

+ Amendments to |AS 16 and |AS 41: Bearer Plants

« Amendments to [AS 19: Defined Benefit Plans: Employee Contributions

= Annual Improvements to IFRSs 2010-2012 Cycle

The directors do not believe that the above amendments will have a significant impact on Group reporting.
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Notes to the Consolidated Financial State ents
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further information on the Merger. The results of Betfair Group plc during the year ended 31 December 2015 are not included in these
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The Company is a public limited company incorporated and domiciled in the Republic of Ireland and has its primary listing on the London
Stock Exchange. The address of its registered office is set out on the first page of this Annual Report.

The consolidated financial statements of the Group for the year ended 31 December 2015 comprise the financial statements of the Company
and its subsidiary undertakings and were authorised for issue by the Board of Directors on 7 March 2016.

The consolidated financial statements are prepared on the historical cost basis except for betting transactions and foreign exchange forward
contracts (which are recorded as derivative financial instruments), contingent deferred consideration and certain share-based payments,

all of which are stated at fair value (grant date fair value in the case of share-based payments). The consolidated financial statements are
presented in euro, the Company’s functional currency, rounded to the nearest thousand.

Further to IAS Regulation (EC1606/2002, ‘Accounting standards adopted for use in the EU’), EU law requires that the annual consolidated
financial statements of the Group be prepared in accordance with International Financial Reporting Standards ('IFRS’) adopted by the
European Union (‘EU’). The consolidated financial statements have been prepared on the basis of IFRS adopted by the EU and effective
for accounting periods ending on or after 1 January 2015. The accounting policies set out below have been applied consistently by Group
entities.

The accounting policies applied in the preparation of these consolidated financial statements have been applied consistently during the year
and prior year, except as highlighted below in ‘Recent accounting pronouncements.

Recent accounting pronouncements
The IASB have issued the following standards, policies, interpretations and amendments which were effective for the Group for the first time
in the year ended 31 December 2015:

« Annual Improvements to IFRSs 2011-2013 Cycle

The adoption of the above new standards and interpretations did not have a significant impact on the Group's consolidated financial
statements.

Amendments to existing standards
During the period, a number of amendments to existing accounting standards became effective. These have been considered by the
directors and have not had a significant impact on the Group's consolidated financial statements.

Amendments, annual improvements
The following are amendments to existing standards and interpretations that are effective for the Group’s financial year from 1 January 2016:

- Amendments to IAS 27: Equity Method in Separate Financial Statements

« Amendments to IAS 1: Disclosure Initiative

- Annual Improvements to IFRSs 2012-2014 Cycle
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« Amendments to [AS 19: Defined Benefit Plans: Employee Contributions

= Annual Improvements to IFRSs 2010-2012 Cycle

The directors do not believe that the above amendments will have a significant impact on Group reporting.
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Note
Operating costs excluding
depreciation and amortisation
Depreciation and amortisation
Financial income 6
Financial expense
Tax (expense) / credit 8
Basic 9
Diluted? 9

Restated
{Notes 34 & 35)
Before
separately
disclosed items
2015

£m

603.0

170.9

(38.4)
(132.5)

131.9

112.2

Restated
(Note 35)
Separately Restated
discloseditems  (Notes 34 & 35)
(Note 4) Total
2015 2015
£m £m
794.3
(191.3)
(7.4) 1251
14
(2.0)
(7.4) 124.5
(4.0) 108.2
£2.399
£2.358

1. EBITDA is defined as profit for the year before depreciation and amortisation, financial income, financial expense and tax expense / credit. |t is considered by the
Directors to be a key measure of the Group's financial performance, as itis commonly reported and widely used by investors as an indicator of operating performance

and ability to incur and service debt, and as a valuation metric.

2. Where any potential ordinary shares would have the effect of decreasing a loss per share, they have not been treated as dilutive.

Notes 1 to 35 on pages 130 to 193 form an integral part of these consolidated financial statements.
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Consolidated ncome Statement

Year ended 31 December 2016

Before
separately
disclosed items
2016

£m
Continuing operations
Revenue 1,500.8
Cost of sales (346.5)
Gross profit 1,154.3
{(767.3)
EBITDA! 387.0
(67.9)
Operating profit / (loss) 319.1
1.5
(5.0)
Profit / (loss) before tax 315.6
(49.0)
Profit / (loss) for the year - all
attributable to equity holders
of the Company 266.6

(Loss) / earnings per share

Separately
disclosed items
{Note 4)

2016

£m

(123.1)
(123.1)

(180.6)
(303.7)

(303.7)

314

(272.3)

Total
2016
£m

1,500.8
(346.5)

1,154.3

(890.4)
263.9

(248.5)
15.4

1.5
(5.0)

1.9

(17.6)

(5.7)

(£0.072)
(£0.072)

794.3
191.3)

(432.1)

(19.7)

3.4

603.0

(439.5)
163.56

(38.4)

(16.3)
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Notes 1 to 35 on pages 130 to 193 form an integral part of these consolidated financial statements.
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Consolidated ncome Statement

Year ended 31 December 2016
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Note
Other comprehensive income / (loss)
Items that are or may be reclassified subsequently to profit or loss:
Effective portion of changes in fair value of cash flow hedges 6
Fair value of foreign exchange cash flow hedges transferred to income statement
Foreign exchange gain / (loss) on translation of the net assets of foreign currency
denominated entities 6

Deferred tax on fair value of cash flow hedges

Notes 1 to 35 on pages 130 to 193 form an integral part of these consolidated financial statements.
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Restated
(Note 35)
2015

£m

91.3
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Conso idated Statement of Comprehensive Income
Year ended 31 December 2016

(Loss) / profit for the year - all attributable to equity holders of the Company

Other comprehensive income / (loss)
Total comprehensive income for the year - all attributable to equity holders of the

Company

2016
£m

(5.7)

7.6
(9.3)

49.7
0.2
48.2

42.5

108.2

(4.5)

(20.2)
(0.5)
(16.9)
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Note
Other comprehensive income / (loss)
Items that are or may be reclassified subsequently to profit or loss:
Effective portion of changes in fair value of cash flow hedges 6
Fair value of foreign exchange cash flow hedges transferred to income statement
Foreign exchange gain / (loss) on translation of the net assets of foreign currency
denominated entities 6

Deferred tax on fair value of cash flow hedges

Notes 1 to 35 on pages 130 to 193 form an integral part of these consolidated financial statements.
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Conso idated Statement of Comprehensive Income
Year ended 31 December 2016
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Conso idated Statement of F nancia Position

As at 31 December 2016

Total non-current assets

Total current assets
Total assets

Total equity attributable to equity holders of the Company

Total current liabilities

Total non-current liabilities
Total liabilities
Total equity and liabilities

31 December 2016
£m
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0.1

1.3

5.8
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64.8
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(40.7)
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173.0
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Assets

Property, plant and equipment
Intangible assets

Goodwill

Deferred tax assets

Investments

Available-for-sale financial assets
Trade and other receivables

Trade and other receivables
Derivative financial assets
Financial assets - restricted cash
Financial assets —- deposits

Cash and cash equivalents

Equity
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Treasury shares

Shares held by employee benefit trust
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Trade and other payables
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Provisions
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Borrowings

Trade and other payables
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Provisions
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Borrowings

Notes 1 to 35 on pages 130 to 193 form an integral part of these consolidated financial statements.

On behalf of the Board

Breon Corcoran
Chief Executive Officer
7 March 2017
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Chief Financial Officer
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(Notes 34 & 35)
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Cash flows from operating activities

(Loss) / profit for the year — all attributable to equity holders of the Company
Separately disclosed items

Tax expense before separately disclosed items

Financial income

Financial expense

Depreciation and amortisation before separately disclosed items

Employee equity-settled share-based payments expense before separately disclosed items

Foreign currency exchange gain
Loss on disposal of property, plant and equipment and intangible assets

Cash from operations before changes in working capital
(Increase) / decrease in trade and other receivables

(Decrease) / increase in trade, other payables and provisions

Merger fees and integration and restructuring costs paid

Purchase of property, plant and equipment
Purchase of intangible assets

Purchase of retail businesses, net of cash acquired
Cash acquired from merger with Betfair Group plc
Capitalised internal development expenditure
Payment of contingent deferred consideration

Proceeds from disposal of property, plant and equipment and intangible assets
Transfers from financial assets — deposits

Interest received

Proceeds from the issue of new shares

Purchase of shares by employee benefit trust

Dividends paid

Return of capital to shareholders (including associated costs)
Net amounts drawn down on borrowings facility

Fees in respect of borrowings facility

Interest paid
Betfair Group plc closing dividend

Notes 1 to 35 on pages 130 to 193 form an integral part of these consolidated financial statements.
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Conso idated Statement of Cash F ows
Year ended 31 December 2016

Cash generated from operations
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(1.5)
5.0

67.9

20.8
(2.5)

0.3

405.6
(3.5)
(50.4)

351.7
(43.1)

308.6
(104.4)
204.2

(40.8)

(32.3)
(0.2)

147.5
(7.0)
(3.8)

0.2

1.3
64.9

2.5

(142.3)

441

(2.9)
17 (22.6)

(121.2)

147.9

86.1

15.9
249.9

2.0

(18.5)
(55.4)

(282.8)
139.6

(1.8)
(1.5)

(218.4)
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