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Introduction
This report will financially analyse with the help of some preliminary work and the financial statements and share prices and dividends of William Hill Plc. and Paddy Power Betfair Plc. from accounting years 2015 to 2017, and provide investment advice to Tim Farrow about the UK travel & leisure sector. This will include the calculations of ratios, an evaluation of the financial performance and current financial position of both companies. Based on Tim’s attitude to risk, both companies account for three years, and the results gotten from all the calculations, the report will give evidential and supported advice to Tim on which business is more viable between William Hill Plc. and Paddy Power Betfair Plc. and how Tim should proceed with his investment decision. 



UK Market Research
Gambling & Betting Activities Industry
The industry has been buoyant over the past five years despite regulations, weak disposable income growth and increase in taxes. IBISWorld expects the gambling revenue to increase at an annual rate of 6.5%. The key drivers of this good performance are the online and remote gambling. Currently, the industries revenue is £14 billion, with more than 1,112 businesses and 97,637 employees.  The Gambling and betting industry activities are: Bookmaking, Operating coin-operated gambling machines, operates casinos, bingo halls, betting shops and remote gambling services, Selling lottery tickets and Operating virtual gambling websites (IBISWorld, 2018).





SWOT of Betting and Gambling Industry
SWOT analysis is an effective strategic planning tool that gives awareness to the business internal and external issues that can affect the business. It is for identifying and understanding the strengths and weaknesses (Internal factors), opportunities and threats (external factors) affecting a business, project or situation. It helps in to minimise threats, minimise the consequence of weaknesses, maximising the strengths and take advantage of the opportunities available to the business.

	Strengths
	Weaknesses

	· Presence in strategic location
· Brand Recognition
· Online Gambling
· Data collecting drives marketing
· Easy access for customers
· Proximity to key market
· Business expertise of operations
	· Small business units

· High loan rates are possible

· High investments in research and development

· Multi-tasking of employees


	Opportunities
	Threats

	· Growing Market
· Betting and gambling is popular
· Entertainment value
· Global market
· Growing economy
· Growth rates and Profitability
	· Underage gambling may affect the industry negatively

· Declining Economy

· Presence of criminals and lawless people

· Customers cutting back spending

· Presence of illegal drugs and gambling

· Strong Competition

· Risk of robbery

· Regulatory risk 






(www.PaddyPowerplc. 2017; www.williamhillplc.com, 2018).












Pestle of betting and gambling industry
[bookmark: _Toc465419661][bookmark: _Toc470632093]The Effect of Changes in the external environment on the activities of Betting and Gambling industry.

Wherever development and advancement is desired, change is certain. Change has significance on betting and gambling business. Change that is understood, communicated, and implemented accurately is beneficial to the business, investors and its customers thus leads to sustained competitive advantage (Johnson et al, 2014).



(Adapted from: Johnson et al, 2014).





Political: A change in government may result in new legislation and this could be worrying for investors in the gambling industry. Other political issues are: levies, taxes, stability, policies, risks and so on (Johnson et al, 2014).   
Economic: More disposable income, more jobs and a drop in unemployment are factors that will help people to spend money on gambling thus leading to more revenue and profit for the business (Wallace, 2016).
Social: The UK population is speedily rising ONS figures show 538,000 upsurge in 2016 to 65.6 million people. Population growth means that there is a bigger audience for the betting and gambling market. Entertainment preference and lifestyles will also bring more business for the industry (Grierson, 2017).
Technological: The betting and gambling industry relies greatly on technology for its operations. Online betting’s and apps have gained a lot of popularity as well as increased advertising for online gambling (Wardini, 2018). Technological variations or disruptions may increase cost and reduce their in revenue. 
Legal:  The Gambling industry abides by the law to avoid law suits and unnecessary payment of fines (Haward, 2018).   Betting shops are legally binding to check and prevent underage gambling; Websites equally perform electronic age checks to safeguard minors.
[bookmark: _Toc465419668]Environmental: Undesirable weather conditions such as heavy snow, strong wind or heavy rain may cause disruptions to the gambling business. New regulations compel organisations to work reliably towards greener products and services to preserve our environment (Johnson et al, 2014). 
















Paddy Power Company Background

Paddy Power Betfair PLC is a leader in the gambling industry with the world’s most exciting online sports betting and gaming brands, powered by sophisticated in-house technology, innovative products and creative marketing and sporting partnerships. Paddy leads in international sports betting and gaming operator and a constituent of the FTSE 100 index of the London Stock Exchange. Paddy is an Irish bookmaker headquartered in Dublin, Ireland. Founded in 1988 through the merger of three Irish bookmakers and their forty betting shops; David Power, John Corcoran and Kenny O’ Reilly. Paddy offer different types of betting in more than 350 betting shops in Ireland and the UK. Such as: Casino games, bingo and poker online. Paddy has over five million customers with a purpose of bringing excitement to everyone’s life. They also employ more than 7,500 staff globally who are linked with their agility, competitiveness; integrity and a persistent customer focus (www.PaddyPowerplc. 2017).

Paddy Power is a risk conscious bookmaker with a firm risk managing program in place. They identify, manage and regulate risk better than their competitors in the gambling industry; this put Paddy in a decent competitive position as leader in the gambling industry. Paddy hires skilled and brilliant mathematicians to work with technology and set the right prices for races, football match or betting’s. Bet prices may have great effect on the company (www.PaddyPowerplc. 2017).

Paddy’s risk board monitors and reviews the performance of their procedures frequently. There are yearly recommendations for change essential for the panel to sanction (www.PaddyPowerplc. 2017).

Paddy offers correct and clear information through their website, email, on racing post (betting daily paper) and on television screens in their shops. They connect and endorse social obligation information on shop window adverts to gamblers (www.PaddyPowerplc. 2017). Paddy’s takes appropriate, affordable and manageable risks according to their risk desire and organisation objectives (www.PaddyPowerplc. 2017).


Paddy’s auditor’s exams the controls that support purchasing and ensures that the spending is enhanced, recognise improvements, offer opportunities for attaining organisational objectives, and improve towards decline of risk contact through guarantee and discussion services (Hopkin, 2014). 





























Paddy Power Betfair PLC

	REVENUE
	

	£1,745M
2016 Proforma: £1,551M
	Reported Statutory Results
£1,745m
2016: £1,501m

	
	

	EBITDA
	

	Underlying
£473M
2016 Proforma: £400M
	Reported Statutory Results
£466m
2016: £264m

	
	

	OPERATING PROFIT
£392M
2016 Proforma: £330M
	Reported Statutory Results
£250m
2016: £15m

	
	

	FULL-YEAR DIVIDEND PER SHARE
200P
INTERIM DIVIDEND: 65P
FINAL DIVIDEND: 135P
	


(Adapted form: www.PaddyPowerplc. 2017).







William Hills PLC Company Background

William Hill PLC is a global bookmaker founded in London, England in 1934. It has a betting heritage of over 80 years and it is a trusted brand in the market place and one of the world leaders in the betting and gaming industry. William Hill is a public liability company in the bookmaking betting and gambling industry. It is listed on the London Stock Exchange and is a constituent of the FTSE 250 Index. William Hill attracts millions of customers globally and in the year 2017 employs over 16,000 people, has a revenue of £1711.1million, operating income of £291.3million and a net income of (£83.2) million. Their website address is: www.williamhill.com. The company has more than 2,342 Licensed Betting Offices and it is also a leader in online betting and gaming providers to customers around the world with more than a million betting opportunities weekly. Customers are also encouraged to bet on mobile apps (www.williamhillplc.com, 2018).


















Comparison Table between Paddy Power and William Hill Organisations. 

	
	Paddy Power
2017
	William Hill
2017
	Paddy Power
2016
	William Hill
2016
	Paddy Power
2015
	William Hill
2015

	Gross Profit Margin
	76.8%
	75.7%
	76.9%
	76.2%
	74.7%
	76.2%

	Operating Profit Margin
	14.3%
	(2.57%)
	8.2%
	14.09%
	15.6%
	59.25%

	Profitability Ratio
	12.49%
	(4.85%)
	(0.39%)
	10.28%
	13.50%
	50.26%

	Liquidity Ratio
	1.12
	0.82
	0.99
	0.71
	0.82
	0.51

	Gearing Ratio
	0.03
	0.68
	0.07
	0.59
	0.36
	0.30

	Acid Test Ratio
	0.02
	0.82
	(0.12)
	0.71
	0.80
	0.52

	Debt to Capital Ratio
	3.28%
	40%
	6.6%
	36.9%
	74.75%
	23.3%

	Investors Ratio
	1.29
	(0.09p)
	(0.04)
	0.19p
	1.21
	0.22p



[bookmark: _Toc500965526]








Discussions 

Financial ratio analysis is significant in comparing companies and assessing their performance. Ratios offer measures on profitability and financial position of the organisation. Matching different ratio analyses is very essential for they assist in finding out the performance of one or many organisations and to understand if the organisation will be able to achieve its objectives at the end of the financial year. This also helps investors to make quality decision concerning their investments. Apart from that, it helps in finding out the strength and weakness of an organisation compared to their competitors. 
Profitability Analysis: Profitability measures total organization performance in terms of margin and returns. Peavler, (2014) said that “Ratio shows margin represent the organization ability to convert organization sales into profit during given time frames. Ratio that show return represents the organization ability to measure the company’s efficiency to generate for its shareholders.” Profitability analysis enables the organisation to identify if the organisation achieves its objectives in terms of sales and other costs. If sales reduce, organisation can implement different strategies to improve sales, research and development to find other ways of improvements, new marketing strategies to attract and retain customers. And if the cost of sales increases, organisation can find ways to reduce the cost of sales in order to increase organisations profits. 
Gross profit margin shows the cost of goods sold, this affects the gross profit as percentage of revenue, the ratio looks at the process of controlling inventory, manufacturing of products and the subsequent passing on the cost to customers (Peavler, 2014).
 Paddy Power PLC is able to maintain higher rate of gross profit margin in years 2016 and 2017, higher than William Hills. 
Paddy Power has the leading customer service in the industry; the quality of their customer service is described as excellent.
Paddy Power’s operating profit margin is a lot better than William Hills in year 2017. Paddy maintained 14.3% while William Hills had (2.57%). Gambling industry’s operating expenses includes: administrative cost, research and development cost and so on.
Paddy is able to reduce their costs by having lesser shops, lesser employees and operating more online. Their marketing strategy is to focus more on online sales rather than direct marketing, this has helped them to have lots of global customers and reduce their costs. Their online services are global and popular because it is not time or location bound.
Peavler, (2014) emphasized that “The net profit margin measure profitability after consideration of all expenses including taxes, interest and depreciation, it identifies how much of each sales pound shows up as a net income after all expenses are paid”.
Return on investments specifies how organisations efficiently use their assets to make their sales in order to achieve their objectives (Lazonick, Mazzucato and Tulum, 2013). 
[bookmark: _Hlk502767203]Profitability ratios measure the efficiency in organization and their practice in spinning business actions to profit, the gross profit evaluates the organization capability to turn income into profits, while return on assets measures the organizations skill to use the assets to create net income. 
Organisation’s current ratio identifies how organisation has ready asset to cover their liabilities  (Hossan and Habib, 2010). Paddy Power has revealed that it has sufficient assets to cover their liabilities and this implies that Paddy Power is a sustainable business. 
Liquidity ratios are current ratio and quick ratio. The current ratio usually used to observe the percentage of current asset available to meet the liabilities and provide vibrant indication that the organisation has the ability to pay its short term liabilities. Current ratio thus improves when the organization pays off its liabilities. Liquidity ratios allow us to understand if the organisation is using its assets efficiently, and it also shows how liquid the organisation is. 
 

Paddy Power’s retail Outperform other competitors

	Key Drivers
	Paddy Power Leading

	Brand
	PP brand leveraged in shop.

	Fit-out Quality
	Newest and most invested estate in the industry.

	Service and People
	Leading customer service scores 

	Product and Content
	More products and content to bet on.

	Loyalty
	Highly engaged loyalty program customers

	Value
	The best odds and offers in retail betting


(Adapted from: www.PaddyPowerplc. 2017). 





Paddy Power’s retail business consistently delivers market leading growth
	
	Paddy     Power                    
	William Hill

	Year 2015
	+6%
	-2%

	
	
	

	Year 2016
	+5%
	+0%

	
	
	

	Year 2017
	+4%
	-2%


(Adapted from: www.PaddyPowerplc. 2017).





Rationale for chosen Paddy Power Company
The statistics clearly shown in the table above explains the rational for chosen Paddy Power. Both companies are listed on the London stock exchange. The financial data available was one of the major reasons for the selection of Paddy Power. 
Paddy Power and William Hill can improve on their profitability ratio, by continually focusing on sales efforts, increasing their advertising strategies, by using precise and better sales mix. William Hill should think of downsizing by reducing the number of its shops and staff and concentrate more on online market, boost their productivity and manage their cost efficiently to drive profitability. 
Paddy Power is mostly funded by equity and thus has more than enough money to innovate, research, develop, expound and so on, while William Hill has no control over their expenses.
Paddy Power is better than its competitors in the gambling industry because they offer the best contents in Sky Sports, BT Sports, Bingo Screens and Dedicated virtual racing screens. Customers also perceived that PP has best odds, offers and promotions (www.PaddyPowerplc. 2017). 


Investors
Analyzing ratios assist investors to make investment decisions according to the ratio analysis received; it shows investors if the business is viable or not viable to invest in. Analyzing ratios can either benefit or misguide investors because there are different methods of analyzing ratios, different accounting methods are used and different depreciation policies to value asset which will impact on the ratio analysis. The correct method is thus advantageous for investors (Atrill, and Mclaney, 2013).




The Income Statement
The main purpose of the income statement or profit and loss account is to calculate or report the amount of profit the business has made over a period of time. This is made possible by identifying the revenue generated over the given time. Revenue is the economic benefits from operating the business which will either increase business assets or decrease its liabilities (Atrill, & McLaney, 2013). Since the main reason for most businesses is to make profit, income statements help to provide information on how effective the business has been in making profit and how the profit was derived. It reveals the amount of sales and the expenses incurred over a given period of time.  Income statement displays all revenue expenses for the calculation of the company’s profit at a given time. And this assists managers to assess all income and expenditure of the business before making valuable decisions for the business (Atrill, & McLaney, 2013).
Balance sheet provides proof to interested parties about the company’s financial problems, power, assets arrears, and wealth.
Cash flow statement provides comprehensive information’s about the source of business finance and their usage (Wood, 2012).


Impact of Finance on Financial Statement 
The effect of finance on financial statement is huge. Finance may be referred to as the major drive or fuel that runs the business. Management of organisations could direct the company’s finance through the backing of its financial statements because it provides details of the company’s financial record. The sources of finance such as; asset, liabilities and equity could influence the decisions of managers and directors, because it discloses the company’s financial position (Atrill, and Mclaney, 2012). For example, Increase liability will affect the balance sheet, interest incurred will have impact on the income statement and the company’s budget the increase or decrease in cash will impact on balance sheet and cash flow statement. 

Importance of Financial Planning.
Organisations success is immensely dependent on its financial planning. Businesses need a clear understanding of its financial resources and strategic plan for progress. Organisation needs explicit idea about what they intend to do and the way they would like to do it.
Managers should have flawless and precise plans on: finance, markets, labour, products, building, equipment’s, factory and so on. Businesses need to plan for administration, revenue expenditures, capital expenditures, finance and operation (Atrill, and Mclaney, 2012).
There are two types of financial planning: long term and short term. Long term financial plan covers a long period and it is about capital expenditure while short term plan can be for 6 to 12 months. Good financial planning may give an edge to the business over its competitors. Successful businesses can make cost-effective investments (Atrill, and Mclaney, 2012). 
Financial planning informs about the financial strength of the company as well as helps in identifying any deficits. It assists organisations to classify and achieve its goals and objectives. Moreover, management can foresee events before they happen, arrange for financial assistance in advance. (Atrill, and Mclaney, 2012).










Financial Planning is vital for the success of organisations. 
Financial planning: 
· Assists organisations to ensure thorough understanding of their financial position, circumstances and strategy, then interfere and budget to achieve organisational goals and objectives.
· Supports organisations to differentiate in what way the actual profits contrast with the projected profits.
· Assists organisations to help managers in planning.
· Supports organisations to calculate assets and have better knowledge of the value of the organisation.
· Assists organisations to arrange their finance in terms of spending, savings and investments.
· Supports organisations to make positive cash flow.
· Helps organisations to arrange or budget for payments of things, expenses and services.
· Assists organisations to secure financial freedom by taking responsibility for all financial decisions.
· Helps organisations to be financially clever to achieve tasks.
· Supports organisations to arrange for reserves in order to guarantee success.
· Assists organisations to devise financial power.
· Supports organisations to finance development and increase in order to make additional profit.
· Aids organisations to classify their profits for income tax (Atrill, and Mclaney, 2012).



Organisation needs Information to Make Decision. 
Organisations require information for budgeting, planning, and making decisions about business matters by stakeholders such as owners of business, investors, directors, customers, managers, lenders, creditors, debtors, government, public and employees (Atrill, and Mclaney, 2012).
Information necessary can be obtained from the financial statement of the business. The preparation of financial statements is carried out frequently, monthly or yearly.
Financial statements help as guide for management to carry out impending business action, plans and decision-makings. 
Financial statement indicates how businesses get and use money over a specific time. It reveals financial outcomes and current financial status of businesses. Financial statement should to be reasonable, appropriate, consistent and equivalent (McLaney et al. 2010).
 Financial statement offers complete confirmation of a business financial record to interested parties.  There are three types of financial statements, they are:  Profit and loss account, Balance sheet and Cash flow statement.

Information needs of shareholders, Directors, Managers, Lenders Suppliers and Investors 
Shareholders would like information about viability, development and how thriving the company is (Atrill and Mclaney, 2013).
Lenders would like to know how financially strong the company is (Atrill and Mclaney, 2013).
Suppliers would like information about the company’s ability to pay their creditors on time (Atrill and Mclaney, 2013).
Directors would like information about the business financial and liquidation position so that they can strategically improve the business to do better (Atrill and Mclaney, 2013).
Managers transmit the director’s intention to employees, and they would like information about overtime and hiring additional staff (Wood, 2012).
Investors would like to know if the business is viable and they will be able to recoup their money back with interest (Atrill and Mclaney, 2013).

Different Sources of Finance Available for Business.
Businesses trading successfully and like to expand in order to maximise their profits, has two major source of finance available to run a business. They are internal and external sources of finance.
Internal Sources of Finance are: 
· Retained Profits
· Limited Credit to consumers or customers
· Sales of Assets
· Stock Reduction
· Depreciation
External Sources of Finance are:
· Owner’s Personal capital or Savings
· Bank Overdrafts 
· Bank Loans
· Extended Credit from Suppliers
· Government Finance 
· Government Grants
· Borrowing from friends and relatives
· Borrowings from other lenders for example Business Angels
· Hire Purchase
· Lease
· Share Capital
(Atrill and Mclaney 2012).







Sources of Finance and their Financial and Legal Implications. 

Bank Loans Financial Implications (long term, external source of finance) Businesses (borrower) agree or arrange with their banks (lender) to borrow a secure sum of money for a fixed term, which involve regular payments. This borrowed money should be paid with interest in agreement to the loans timings and terms (McLaney et al. 2010).
Bank Loans Legal Implications: Bank loans have to be totally paid back as agreed between the bank and the business. Businesses that couldn’t pay back their loan risk their assets been confiscated (Dyson, 2007).
Bank Overdraft Financial Implications (short term, external source of finance):   Overdrafts are pre-arranged sum of short-term added capitals between the business and the bank. Overdraft is easy to get and use when required.
Overdrafts Legal Implications: Overdrafts stand to be fully paid back according to the agreement between the business and the bank. Businesses may lose their assets if overdraft is not paid back (Dyson, 2007).
Financial Implications of Retained Profits: Retained Profit is company owner’s investment from the company’s profits. Retained Profit has no financial implication but it improves or expands the company making it more self- dependent McLaney, et al. 2010).
Legal Implications of Retained Profit: There are no legal costs or penalties for Retained Profit. 
Financial Implications of Owners Savings: Owner or Owners money to run the business has no interests, no security and no arrangement is necessary for this sort of finance.
Legal Implications of Owners Savings: There are no legal penalties for Owners finance (Dyson, 2007).
The advantages and disadvantages of Business financial choices:
	Sources of Finance
	Advantages
	Disadvantages

	Retained Profit: income earned from the business that is left over once overheads are paid. It is an internal source of finance.
	1) This type of finance helps the business to be independent with its finances and thus it decreases its dependency on external sources of finance.
2) It offers more flexibility to the company regarding its spending and investments.
3) There is no need for any interest to be paid on this money.
	The rate of dividend for shareholders is reduced. 

	Overdraft: This is a temporary external type of financial arrangement between cooperation and the bank.
	1)  Overdraft facilities are available to be used by the business when money is required. Businesses do not need to notify the bank before they use the overdraft.
2) Businesses have stress-free access to this money and can easily withdraw it from the bank
3) It is particularly useful in times of crisis. It acts as a backup payment for the company when the company is not performing to standard. 
4) It helps businesses to purchase expensive goods which are necessary and also accept more unaffordable jobs.
	1) The Interest charged on the overdraft money is based on the amount as well as the length of time for which the money has been overdrawn.
2) The businesses generally have to pay more than they overdrew.
3) Banks charge a fee from businesses for using this facility 
4) Businesses could lose assets if it fails to pay back the money as overdraft is linked to the company’s asset.

	Owner’s Savings: is an internal source of finance.
	1) The owner oversees and control.
2) This type of finance is easily accessible.
3) This type of finance does not suffer interest or pay back.
	Owner stands the risk of losing his saving if the business flop or fail.

	Bank loan is a long term, external source of capital.
	1) Businesses may arrange the payments to fit their budget. 
2) Bank loan allows large borrowings.
3) This type of finance attracts lower interest.
	1) Bank loans require payment of Interests. 
2) Security is compulsory.
3) Bank loans payments may vary according to rise or fall of interest rate.
4) Any Bank may decline to grant loan.
5) Struggling company may be at risk when a Bank Loans is attached to its asset.

	
	
	



(Atrill and Mclaney, 2012).

Section B
Introduction
An investment appraisal and evaluation of two capital projects will be conducted and this will include: working out the Payback period, the net present value and the accounting rate of return in order to determine the more viable project out of two given projects and then recommend with reasons for Mr Patel Mintro on the project that is better for him to adopt.  
a) Determine the Payback and the Net Present Value (NPV) of the two proposals. Use a discount rate of 7% for the NPV calculation. (12 marks) 

Payback Period for Project A

	Year
	Cash Flow
	Cumulative Cash Flow

	0
	(160,000)
	(160,000)

	1
	45,000
	(115,000)

	2
	45,000
	(70,000)

	3
	45,000
	(25,000)

	4
	45,000
	20,000

	5
	45,000
	65,000

	6
	45,000
	110,000




The table above has clearly exposed that Project A’s initial investment of £160,000 was fully paid back in three years and seven months. The explanations in figures are as follows:  

25,000 x 12
45,000                   =6.666 =7 months



Payback Period for Project A = 3years and 7months

Payback Period for Project B


	Year
	Cash Flow
	Cumulative Cash Flow

	0
	(220,000)
	(220,000)

	1
	60,000
	(160,000)

	2
	60,000
	(100,000)

	3
	60,000
	(40,000)

	4
	60,000
	20,000

	5
	60,000
	80,000

	6
	60,000
	140,000





The table above has evidently shown that Project B’s initial investment of £220,000 was fully paid back in three years and eight months. The explanation in figures are as follows:  



40   x 12
60              = 8 months



Payback Period for Project B = 3years and 8months














Net Present Value (NPV) for Project A


	Year
	Cash Flow
	Discount Factor (7%)
	Present Value

	0
	(160,000)
	1
	(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
	0.666
	29,970

	6
	20,000
	0.666
	13,320




(160,000)+42,075+39,285+36,720+34,335+32,085+29,970+13,320= 67,790



Net Present Value for Project A = 67,790























Net Present Value (NPV) for Project B



	Year
	Cash Flow
	Discount Factor (7%)
	Present Value

	0
	(220,000)
	1
	(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
	0.666
	39,960

	6
	10,000
	0.666
	6,660





(220,000)+56,100+52,380+48,960+45,780+42,780+39,960+6,660= 72,620


Net Present Value for Project B = 72,620















b) Determine the Accounting Rate of Return (ARR) for each project. (8 marks) 
Accounting Rate of Return (ARR) for Project A

	Year
	Cash Flow
	Cumulative Cash Flow

	0
	(160,000)
	(160,000)

	1
	45,000
	(115,000)

	2
	45,000
	(70,000)

	3
	45,000
	(25,000)

	4
	45,000
	20,000

	5
	45,000
	65,000

	6
	45,000
	110,000


                                                              
                                                                110,000+20,000 residual value
                                                   Average Income =130,000 (PBIT)

Initial Investment = £160,000
Duration = 6 Years
Residual Value = £20,000
Annual Income = £45,000

Cost of Capital = 7%

ARR = Average Income 
           Average Investment

Year 1 to 6 income = £45,000 x 6 = £270,000

Total Depreciation = £160,000 – 20,000 = £140,000

 £270,000 - £140,000 = £130,000

Average Income = £130,000
                                      6              = £21,667

Average Investment = 160,000 + 20,000
                                                   2                   = £90,000
ARR = 21,667    
            90,000    x 100 = 24.07%

ARR = 24.07%

Accounting Rate of Return (ARR) for Project B


	Year
	Cash Flow
	Cumulative Cash Flow

	0
	(220,000)
	(220,000)

	1
	60,000
	(160,000)

	2
	60,000
	(100,000)

	3
	60,000
	(40,000)

	4
	60,000
	20,000

	5
	60,000
	80,000

	6
	60,000
	140,000


                                                               140,000 +10,000 residual value
                                                           Average Income =150,000 (PBIT) 
                                                       
Initial Investment = £220,000
Duration = 6 Years
Residual Value = £10,000
Annual Income = £60,000

Cost of Capital = 7%

ARR = Average Income 
           Average Investment

Year 1 to 6 income = £60,000 x 6 = £360,000

Total Depreciation = £220,000 – 10,000 = £210,000

 £360,000 - £210,000 = £150,000

Average Income = £150,000
                                      6              = £25,000

Average Investment = 220,000 + 10,000
                                                   2                   = £115,000
ARR = 25,000
            115,000    x 100 = 21.74%

ARR = 21.74%                            

Internal Rate of Return (IRR) for Project A


	Year
	Cash Flow
	Discount Factor (15%)
	Present Value

	0
	(160,000)
	1
	(160,000)

	1
	45,000
	0.870
	39,150

	2
	45,000
	0.756
	34,020

	3
	45,000
	0.658
	29,610

	4
	45,000
	0.572
	25,740

	5
	45,000
	0.497
	22,365

	6
	45,000
	0.432
	19,440

	6
	20,000
	0.432
	8,640




(160,000)+39,150+34,020+29,610+25,740+22,365+19,440+8,460 = (18,785)

IRR = L+ (NPV at lower discount rate)
NPV at lower discount rate - NPV at discount rate

IRR = 7+          67,790              x (15-7)                = 18.07%
                      67,790-18,785                            

7+ (1.383 x8) = 18.07%








Internal Rate of Return (IRR) for Project B


	Year
	Cash Flow
	Discount Factor (15%)
	Present Value

	0
	(220,000)
	1
	(220,000)

	1
	60,000
	0.870
	52,200

	2
	60,000
	0.756
	45,360

	3
	60,000
	0.658
	39,480

	4
	60,000
	0.572
	34,320

	5
	60,000
	0.497
	29,820

	6
	60,000
	0.432
	25,920

	6
	10,000
	0.432
	4,320




(220,000) + 52,200 + 45,360 +39,480 + 34,320 + 29,820 + 25,920+4,320 = 11,420


IRR = L+ (NPV at lower discount rate)
NPV at lower discount rate - NPV at discount rate

IRR = 7 +      72,620        x (15-7)                               
                     72,620+11,420

7+ (0.864 x8) = 6.912+7 =13.91%







C) Evaluate the results of part (a) and (b) above. Recommend with reasons the project that should be adopted. (10 marks) 

	
	Project A
	Project B

	Initial Investment
	160,000
	220,000

	Payback Period
	3years and 7months
	3years and 8months

	Net Present Value
	£54,470
	£65,960

	Accounting Rate of Return
	24.07%
	21.74%



Evaluation 

With reference to the results from Payback Period, NPV and ARR as explained on the table above:

Project A has a smaller initial investment of £160,000 compared with Project B with an initial investment of £220,000.

Project A has a quicker payback period of 3years and seven months while Project B has a longer payback period of 3years and eight months. Thus Project A pays back quicker than Project B.

Project B has a higher Net Present Value of £65,960 while Project A has a lower Net Present Value of £54,470. Both projects NPV are positive.

Project A has a higher percentage of Accounting Rate of Return which is 24.07% while Project B has a lower percentage of Accounting Rate of Return which is 21.74%.














Recommendation

Evidence taken from the above projects indicates that investment appraisals and net present value assists in making quality investment decisions. The two projects are somehow similar and viable, but Project A should be accepted because it has a smaller capital investment of £160,000 compared to the £220,000 Initial Investment of project B. Project A has the shortest payback or it pays back quicker and the Accounting Rate of Return has a higher percentage of returns. It is better that any money invested is replaced quickly so that it can be used for other capital investments and it also reduces the risk of losses from changes in economy or in cases of liquidation. 

d) Critically discuss the advantages and shortcomings of the Payback and NPV techniques as ways of evaluating capital projects. (10 marks) 
Advantages of Payback

Payback method is simple to work out and compare the payback period of several projects and thus lead to choosing the project with the shortest payback.

 
Disadvantages of Payback
Payback method disregards the cash received after payback period. Some projects may realize their highest cash after the payback period has ended and they may yield higher returns on investment and better than projects with shorter payback. Payback method ignores the time value of money. The cash received in the early years of a project is highly rated than cash received in later years. Payback method ignores a project's profitability. Shorter Payback period does not mean profitability. If the cash flow is reduced or ends at payback period, the project might be an unprofitable investment. Payback method does not consider a project's return on investment. Some companies decline projects when their capital investment does not exceed a certain hurdle of rate of return and payback method does not reflect a project's rate of return.

Critical discussions of Payback method
Payback method works well for small projects and projects with consistent cash flows each year. It is handy to use as an early evaluation of different projects. However, payback method failed to give complete analysis of the attractiveness of projects that received cash flows after the payback period has ended. And it does not reflect profitability and the return on investment of a project (Wood, 2012).


Advantages of Net Present Value Method

The Net Present Value Method is based on the idea that future cash received are worth less than cash currently in the bank and as such future cash flows are reduced back to the present to find their worth. It takes account of time value for money and places emphasis on earlier cash flows. It considers all the cash flows involved over the life of the project, it has decision-making device and reject projects with negative NPV.
NPV method produces amount in money indicating the value the project will create for the company and the stockholders will be able to see the contribution of the project to their value. NPV method uses the company’s cost of capital as the discount rate, and this is the minimum return that shareholders need for their investment in the company (Wood, 2012).  







Disadvantages of using Net Present Value

NPV method requires predicting about future cash flows and approximating a company's cost of capital. This method is not applicable for comparing projects with different investment amounts. Large projects that need more money should have a greater NPV, but does not make it a superior investment compared to a smaller project, for companies have other factors to consider. This approach is difficult to compare projects with different life spans. For example two projects with cash flows for four years and another for sixteen years is difficult to compare. NPV method is more complicated and users may find it difficult to understand. It is difficult to choose the most appropriate discount rate and it may lead to rejecting good projects. NPV calculation is sensitive to the original investment cost (Wood, 2012).



 Critical discussion of NPV techniques as ways of evaluating capital projects.

Net Present Value offers a better approach to appraising investment opportunities than Payback and Accounting Rate of Return because it takes account of; the timing of the cash flow, time value for money, all the cash flows and the objectives of the business (Atrill & McLaney, 2013). NPV method analyses the current value of future cash flows in excess of the present value of the investment outlay, it believes that a dollar in future is not valued as much as one dollar today. NPV method gives information about the viability of an investment and by how much in money. It also considers the cost of capital and the risk characterised with making future plans (Wood, 2012). Although, analyses of the current value of future cash flows may not be precise, the viability of an investment and the money involved may not be exact and the risk characterised with making future plans may be wrong, but the NPV method gives earlier warnings for interested parties to be careful.   

NPV method thus require guesswork about business cost of capital, a low cost of capital may result in making suboptimal investment while a high cost of capital may result in forgoing many good investments. NPV is not suitable for comparing two projects of different sizes, this is because it answers in dollars and the size of the NPV output is mostly determined by the input (Wood, 2012). However, guesswork in the NPV method is a gamble and the shortcomings of not been suitable for comparing two projects of different sizes is a limitation for NPV method.



e) Discuss the non-financial factors that need to be considered in investment appraisal process (10 marks). 

The major non-financial factors that need to be considered in investment appraisal process
The non-financial factors that businesses need to consider include:
· How to meet the requests of current and future legislation

· How they will match industry standards and good practice

· How to improve staff confidence, and make it easier to recruit and retain employees

· How to improve dealings with suppliers and customers

· How improve organisation’s reputation and relationships with local community

· How to develop the proficiencies of the business, for example, skills building and strengthening management systems

· How they will anticipate and deal with future threats and risks, for example, protecting the company against severe competition 

· Environmental impact of a prospective investment should be taking into account. Impact such as: brand name and reputation, the position of the business, energy savings offered by new machinery and so on. 

(www.NIBUSINESS INFO.CO.UK, 2018).







Conclusion

Paddy Power Betfair plc. is positioned for continued market outperformance. They deliver market leading revenue and EBITDA growth, they drove value through estate expansion, they build differentiation through product, they are well placed to mitigate against regulatory change, enrich retail customers betting experience through digital app’s, market leaders in self-service betting, digitise retail and drive multichannel and much more (Paddy Power Betfair plc. 2017). This report has compared Paddy Power PLC with William Hill PLC and has proven beyond doubt that Paddy Power PLC is a proven success and a leader in the gambling industry while William Hill is not doing well at the moment. This report therefore concludes that Paddy Power PLC is a more viable and less risky business to invest in than William Hill PLC. 



References

Atrill, P. & McLaney, E. (2013), Accounting and Finance for Non-Specialists, 8th Ed.: FT Prentice Hall

Atrill, P. and Mclaney, E. (2012) Accounting and Finance for Non-Specialists. Eighth Edition. Prentice Hall.

Dyson, J.R. (2007) Accounting for Non-Accounting Students. Seventh Edition, England: FT Prentice Hall. 

Grierson Jamie, (2017) UK population shows sharpest rise in almost 70 years (Online: 30/04/2018) https://www.theguardian.com/uk-news/2017/jun/22/uk-population-shows-sharpest-rise-almost-70-years

Haward Luke, (2018) UK: Gambling, Regulation & The Future (Online: 30/04/2018) https://www.bookmakersreview.com/forum/bookmakers/20570-the-future-of-gambling-regulation-in-the-uk

Hopkin, P. (2014) Fundamentals of Risk Management, Kogan Page.

Hossan, F. and Habib, M. A. (2010) ‘Performance Evaluation and Ratio Analysis of Pharmaceutical Company in Bangladesh’, Master‟s thesis in iIternational Business 15 ECTS Department of Economic and Informatics University West, 13(2), pp. 1–63

IBISWorld, (2018) Gambling & Betting Activities - UK Market Research Report (Online: 26/04/18) https://www.ibisworld.co.uk/industry-trends/market-research-reports/arts-entertainment-recreation/gambling-betting-activities.html 

Johnson G., Whittington R., Scholes K., Angwin D & Regner P (2014) Exploring Strategy: Text and Cases, 10th Edition. Pearson Education Ltd.

Lazonick, W., Mazzucato, M. and Tulum, Ö. (2013) ‘Apple ’ s changing business model : What should the world ’ s richest company do with all those profits ?’, Accounting Forum, 37(4), pp. 249–267. doi: 10.1016/j.accfor.2013.07.002.

McLaney, et al. (2010) Accounting: An Introduction. 5th Edition. FT Prentice Hall. 

NIBUSINESS INFO.CO.UK, (2018) Non-financial factors for investment appraisal (Assessed 12th May 2018)  https://www.nibusinessinfo.co.uk/content/non-financial-factors-investment-appraisal 

Paddy Power Betfair plc. (2017) Paddy Power Retail Outperformance (Online: 12/04/2018) https://www.paddypowerbetfair.com/~/media/Files/P/Paddy-Power-Betfair/documents/retail-briefing-sept-2017.pdf

Paddy Power, (2016) Circular to Shareholders and Notice of Extraordinary General Meeting. (Online: 2nd January 2017) http://www.paddypowerplc.com/sites/default/files/attachments/pdf/circular.pdf

Paddy Power Betfair plc. (2016) MARKETING AND ANALYTICS (Online: 2 January 2017)
http://www.workwithpaddy.com/work-paddy/marketing-and-analytics

Paddy Power Betfair plc. (2017). Investor Relations. (Online: 18/04/18) https://www.paddypowerbetfair.com/investor-relations/dividends/2017

Paddy Power Betfair plc. (2017). Share price centre (Online: 18/04/18) https://www.paddypowerbetfair.com/investor-relations/share-price-information/share-price-centre

Paddy Power Betfair plc. (2017). FINANCIAL HIGHLIGHTS (Online: 18/04/18) https://www.paddypowerbetfair.com/~/media/Files/P/Paddy-Power-Betfair/documents/annual-report-2017-v1.pdf

PADDY POWER BETFAIR PLC ANNUAL REPORT & ACCOUNTS, (2017) (Online: 30/04/2018) https://www.paddypowerbetfair.com/~/media/Files/P/Paddy-Power-Betfair/documents/annual-report-2017-v1.pdf

PADDY POWER BETFAIR PLC ANNUAL REPORT & ACCOUNTS, (2015) (Online: 30/04/2018) https://www.paddypowerbetfair.com/~/media/Files/P/Paddy-Power-Betfair/documents/annual-report-2015-v2.pdf

Peavler, (2014) About.com -Business Finance (Assessed 12th May 2018) http:biz finance.about.com/od/finance ratios/f/finratioana12.htm

Teigland Robin, (2014) Scenario Planning (Online: 26/04/2018) https://www.slideshare.net/eteigland/scenario-planning-minicourse-teigland

Wallace Tim, (2016) Britons better off than ever as disposable incomes jump to record high (Online: 30/04/2018) https://www.telegraph.co.uk/business/2016/08/17/britons-better-off-than-ever-as-disposable-incomes-jump-to-recor/

Wardini Josh, (2018) BEST BETTING APPS FOR GAMBLING ON THE GO (Online: 30/04/2018) https://www.betfy.co.uk/

William Hill PLC Annual Report and Accounts, (2017) Creating the best possible gambling experience (Online: 18/04/18) https://www.williamhillplc.com/media/12106/wh-annual-report-2017-v2.pdf

William Hill PLC, (2018) We benefit from having a large-scale capability in both land-based and digital betting and gaming (Online: 02/05/2018) https://www.williamhillplc.com/about/our-businesses/

Wood, Frank. (2012) Business Accounting: Vol no 2: Pitman.









APPENDIX
William Hill PLC consolidated Income Statement from Year 2013 to 2017.
Hill PLC consolidated Paddy-Power-
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https://www.williamhillplc.com/media/12073/wmh-final-results-statement-22-feb-18.pdf

Paddy Power PLC
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(PADDY POWER BETFAIR PLC ANNUAL REPORT & ACCOUNTS, 2017).
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(PADDY POWER BETFAIR PLC ANNUAL REPORT & ACCOUNTS, 2017).
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(PADDY POWER BETFAIR PLC ANNUAL REPORT & ACCOUNTS, 2015).
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(PADDY POWER BETFAIR PLC ANNUAL REPORT & ACCOUNTS, 2015).












Paddy Power Betfair Plc. Dividends
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(Paddy Power Betfair plc. 2017). 













Paddy Power Betfair Plc. Share Prices
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(Paddy Power Betfair plc. 2017). 









Gross Profit Margin = Gross Profit x 100 = Sales-Cost of Revenue Total x100
[bookmark: _GoBack]                                          Sales                                      Sales         

                                  
                                 William Hill PLC. 2017

                                   1711-415 x 100     =75.7%
                                        1711




                                 William Hill PLC. 2016

                                   1604-382 x 100     =76.18% =76.2%
                                        1604



                                 William Hill PLC. 2015

                                   1591-378 x 100     =76.2%
                                        1591


                                  


Operating Profit Margin = Profit before Interest and Tax     x 100  
                                                           Sales                                   
                                  
William Hill PLC. 2017

(44) X100 = (2.57%)
                                                   1711


William Hill PLC. 2016

226X100 = 14.09%
                                                    1604


                                                    William Hill PLC. 2015

224X100 = 14.8%
                                                    1591                                                  




Profitability Ratio = Net Profit (Profit after Tax) x 100
                                               Sales


William Hill PLC. 2017

(83) X100 = (4.85%)
                                                  1711


William Hill PLC. 2016

165 X100 = 10.29%
                                                   1604



William Hill PLC. 2015

190X100 = 11.94%
                                                    1591



Liquidity Ratio = Current Assets
                            Current Liabilities


William Hill PLC. 2017

                                                         393 = 0.82
                                                         478


William Hill PLC. 2016

292= 0.71
                                                           410



William Hill PLC. 2015

343= 0.51
                                                            663







Gearing Ratio = Debt (Long Term Liabilities)
                            Equity



William Hill PLC. 2017

721= 0.68
                                                           1063


William Hill PLC. 2016

719= 0.59
                                                           1226


William Hill PLC. 2015

370= 0.30
                                                            1216





Acid Test Ratio = Current Asset - Inventory
                                Current Liability


William Hill PLC. 2017

393 – 0 = 0.82
                                                            478


William Hill PLC. 2016

292 – 0 = 0.71
                                                           410


William Hill PLC. 2015

343 – 0.10 = 0.52
                                                            663




Debt to Capital Ratio = Debt 
                                      Debt + Equity x 100


William Hill PLC. 2017

                                               721
721 + 1063   = 0.40 x 100 = 40%


William Hill PLC. 2016

                                  719
719 + 1226 = 0.369x100 = 36.96 = 36.9% or 37%


William Hill PLC. 2015

370
                                                            370 + 1216 =0.233 x100 = 23.3%



Investors Ratio = Profit after Tax
                         Number of Ordinary Shares



William Hill PLC. 2017

(83)= (0.09p)
                                                           857


William Hill PLC. 2016

165= 0.19p
                                                           872


William Hill PLC. 2015

190= 0.22p
                                                           881


Operating Income Revenue

Acid Turnover Ratio = Revenue
                                     Total Asset

William Hill PLC. 2017

1711= 0.72
                                                           2362


William Hill PLC. 2016

1604= 0.66
                                                           2443


William Hill PLC. 2015

1591= 0.68
                                                           2347






Gross Profit Margin = Gross Profit x 100 = Sales-Cost of Revenue Total   x100
                                          Sales                                  Sales         

                                  Paddy Power PLC. 2017

                                   1745.4-(405.4)      x 100     =76.8%
                                        1745.4



                                Paddy Power PLC. 2016

                                   1500.8-(346.5)      x 100     =76.9 % 
                                        1500.8


                                 Paddy Power PLC. 2015

                                   1093950-(276273)      x 100     =74.7%
                                       1093950


                                  


Operating Profit Margin = Profit before Interest and Tax     x 100  
                                                           Sales                                   
                                  
Paddy Power PLC. 2017

                                                   250 X100 = 14.3%
                                                  1745


Paddy Power PLC. 2016

123X100 = 8.2%
                                                    1501

                                             Paddy Power PLC. 2015

126X100 = 15.6%
                                                      807







Profitability Ratio = Net Profit (Profit after Tax) x 100
                                               Sales


Paddy Power PLC. 2017

218X100 = 12.49%
                                                   1745


Paddy Power PLC. 2016

(6) X100 = (0.39%)
                                                   1501



Paddy Power PLC. 2015

109X100 = 13.50%
                                                     807



Liquidity Ratio = Current Assets
                            Current Liabilities

Paddy Power PLC. 2017

                                                         431 = 1.12
                                                         384

Paddy Power PLC. 2016

370= 0.99
                                                           373



Paddy Power PLC. 2015

172= 0.82
                                                            209







Gearing Ratio = Debt (Long Term Liabilities)
                            Equity



Paddy Power PLC. 2017

149= 0.03
                                                           4395


Paddy Power PLC. 2016

303= 0.07
                                                           4317


Paddy Power PLC. 2015

151= 0.36
                                                            412





Acid Test Ratio = Current Asset - Inventory
                                Current Liability


Paddy Power PLC. 2017

431 – 423 = 0.02
                                                            384


Paddy Power PLC. 2016

370 – 417 = (0.12)
                                                           373


Paddy Power PLC. 2015

172 – 3 = 0.80
                                                            209




Debt to Capital Ratio = Debt (Long Term Liabilities)
                                      Debt + Equity x 100


Paddy Power PLC. 2017

                                                   149
149 + 4395   x 100 = 3.28%


Paddy Power PLC. 2016

                                                     303
303 + 4317 x100 = 6.6%


Paddy Power PLC. 2015

                                                            151
                                                       151 + 51 x 100 = 74.75%



Investors Ratio = Profit after Tax
                         Number of Ordinary Shares



Paddy Power PLC. 2017

218 = 1.29
                                                           169



Paddy Power PLC. 2016

(6) = (0.04)
                                                           160


Paddy Power PLC. 2015

109 = 1.21
                                                            90


Operating Income Revenue
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Five-year summary g
H
207 2016 2015 2014 2013
£m £m £m £m £m
‘Summarised results:
Revenue 1711 16038 15909 16093 14865
Profit/(Loss) before interest and tax 437 2256 2243 2818 3030 8
Profit/(Loss) before tax (74.6) 1813 1847 2339 2570 %
Profit/(Loss) for the financial period (832) 1645 1899 2063 2265 g
‘Summarised statements of financial position:
Assets employed:
Non-current assets 1968.6 2510 20038 20084 21412
Current assets 3934 3429 2822 2727
Current liabilities 4779) (6632) (3698) (3286)
Non-current liabilities (8214) (4677) (8505) (1,0620)
Net assets 10627 12158 11603 10233
Financed by:
Equity attributable to equity holders of the parent 1,062.7 12255 12158 11603 10233
Minority interest. = - - - -
Total equity 1,062.7 12255 12158 11603 10233
Key statistics:
Adjusted operating profit' 2913 2615 2914 3722 3350
Adjusted basic earnings per share 276p 23p 247p 299p 288p
Diluted (loss)/earnings per share (97p) 188p 215p B4p 247p
Dividends per share (paid) 127p 125p 123p n9p. 109
Share price - high £318 £416 £432 £412 £495
Share price —low £239 £236 812 £15 £339

1 Adjusted operating profit is defined as profit before interest and tax, excluding exceptional itermns and other defined adjustments. Further detail on adjusted measures s

provided in note 3 to the Group financial statements.
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William Hill PLC
Consolidated Income Statement

For the 52 weeks ended 26 December 2017

52 wesks ended 26 December 2017 52 weeks ended 27 December 2016
Exceptional Exceptional
items and items and
adjustments Statutory adjustments. Statutory
Adjusted (note 3) total  Adjusted (note 3) total
Notes £m £m £m £m £m £m
Continuing operations
Revenue 21,7114 - 47114 16038 1,603.8
Cost of sales 23 (414.9) (17.1)  (4320)  (382.2) (382.2)
Gross profit 21,2962 (7.1) 12794 12216 12216
Other operating income 13.0 - 13.0 14.8 14.8
Other operating expenses 3 (1,0189)  (317.9) (1,336.8)  (976.4) (35.9)  (1,012.3)
‘Share of results of associates 2 1.0 - 1.0 15 - 15
(Loss)/profit before interest and tax 2 2913 (335.0) (43.7) 2615 (35.9) 2256
Investment income 3 0.9 55 6.4 17 32 49
Finance costs 4 (37.3) - (37.3) (49.2) (49.2)
(Loss)/profit before tax 2 2549 (329.5) (74.6) 214.0 (32.7) 181.3
Tax 35 (18.0) 9.4 (8.6) (19.8) 3.0 (16.8)
(Loss)/profit for the period (attributable to
equity holders of the parent) 2369 (320.1) (832) 194.2 (29.7) 164.5
(Loss)/earnings per share (pence)
Basic 7 276 0.7 223 18.9

Diluted 7 275 9.7) 222 18.8
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Consolidated Statement of Financial Position
As at 26 December 2017

26 December 27 December
2017 2016
Notes £m £m

Non-current assets
Intangible assets
Property, plant and equipment
Interests in associates
Investments
Deferred tax assets
Retirement benefit asset
Loans receivable
Derivative financial instruments

1,577.3 1,805.3
190.5 2125

28.6 30.8
8 9.4 5.4
127 28
58.7 15.5
8 49.4 43.9
8 42.0 34.8

1,968.6 2,151.0

Current assets
Trade and other receivables
Investment property held for sale
Cash and cash equivalents

729 727
3.5 35
317.0 2155

393.4 291.7

Total assets

2,362.0 24427

Current liabilities
Trade and other payables
Corporation tax liabilities
Derivative financial instruments

(455.5)  (370.4)
(8.3) (25.7)
(14.1) (14.0)

(477.9)  (410.1)

Non-current I
Borrowings
Deferred tax liabilities

s (1205)  (718.6)
(100.9) (88.5)

(821.4)  (807.1)

Total liabilities

(1,2909.3) (12172

Net assets

1,062.7 1,225.5
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Equity
Called-up share capital

88.7 88.7
Share premium account 689.4 689.3
Capital redemption reserve 6.8 6.8
Merger reserve (26.1) (26.1)
Own shares held 10 (97.0) (98.5)
Hedging and translation reserves (72.5) (63.6)
Retained earnings 473.4 628.9

Total equity attributable to equity holders of the parent 1,0627 12255
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2017

31 December 31 Decerber

2017 2016
Note em m
Assets
Property, plant and equipment 10 1363 1340
Intangible assets 1 452 5812
Goodwill 2 38852 38911
Deferred tax assets 19 17 86
Investments o1 o1
Available-for-sale financial assets 14 150 13
Trade and other receivables 14 42 58
Total non-current assets 44977 46221
Trade and other receivables 14 488 552
Financial assets - restricted cash 15 754 648
Cash and cash equivalents 5 3066 2499
Total currentassets 4308 3699
Total assets 49285 49920
Equity
Issued share capital and share premium 4230 4172
Treasury shares 16 @7 (@07
Shares held by employee benefittrust 16 (158) (309
Other reserves 1145 1730
Retained earnings 39142 37980
Total equity attributable to equity holders of the Company 43954 43166
Liabilities
Trade and other payables 20 3347 306
Derivative financial iabilties 20 78 86
Provisions 21 32 46
Current tax payable 38.0 388
Borrowings 2 - 02
Total current liabilities 3837 3728

uodasoiBarens

oumusonc

Swowsims moueuLy




image7.png
Trade and other payables 20 35 269
Derivative financial iabilities 20 23 -
Provisions 21 12 ]
Deferred tax iabilties 19 492 610
Bormowings 2 622 2136
Total non-current liabilities 1494 3026

5331 6754
Total equity and 49285 49920

Notes 1033 0n pages 109 to 155 form an integral part of these consolidated financial statements.

On behalf of the Board

Poter Jackson
Chief Executve Offcer

7March 2018

AlexGorsh
Chief Financial Officer

onPLULIBO.
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CONSOLIDATED INCOME STATEMENT

YEAR ENDED 31 DECEMBER 2017

Before  Separately Before  Separaiely
soparately dinciosed separaely  disclosed
o toms P fiems
itoms  (Noted) Total fems  (Noted) Total
2017 2017 2017 2016 2016 2016
Note em em em o o i
Continuing operations
Revenue 3 1754 - 1754 15008 - 15008
Costofsales (405.4) - (a054) (3465 - (3469
Gross profit 1,300 - 13400 1543 - um3
Operating costs excluding depreciation and amortisation (866.8) (74)  (@742) (673 (231)  (8904)
EBITDA' 4732 (74) 4658 3870 (1231) 2639
Depreciation and amortisation (81.3) (1345) (2158 (679 (1806 (285
Operating profit/(loss) 3919 (1419) 2500 3191 (3037) 54
Financialincome. 6 17 - 17 15 - 15
Financial expense 6 (5) - 51) 50 - 69
Profit/(loss) before tax 3885 (1419) 2466 3556  (3037) 19
Tax [expense)/credit 8 (s25) 236 (289) (490 314 (176)
Profit/(loss) for the year - all attributable to equity
holders of the Company 3360  (1183) 2177 265 (723 )
Eamings/(loss) per share
Basic 9 £2579 (€0072)
Diuted? ° £2554 (€0072)

1. EBITDAis defined as profi fr the year before deprecition and amrtisatin, fisancial ncome, financial expense and tax expense / credi. s considered by the Drectors
t0be akey measure of the Group's financal performance.

2. Wnere any potentialrdinary shares woukd have the eflect o decreasing 2loss per share,they have not been treated s diuive.

Notes 11033 0n pages 109 to 155 form an integral part of these consolidated financial statements.
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Consolidated Statement of Finanecial Position

As at 31 December 2015

Note  31December2015 31 December2014

€000 €000

Assets
Property, plant and equipment 13 125,368 126,711
Intangible assets 14 82,095 76391
Goodwill 15 108,915 102,838
Deferred tax assets 2 9,091 8246
Trade and other receivables 17 - 1972
Total non-current assets 325,469 316,158
Trade and other receivables 17 30,940 32410
Derivative financial assets 17 2,449 -
Financial assets - restricted cash 18 46,942 39,213
Financial assets - deposits 18 - 19,258
Cash and cash equivalents 18 152,322 226513
Total current assets 232,653 317,394
Total assets 558,122 633552
Equity
Issued share capital 19 4,146 5110
Share premium 2,651 44,969
Treasury shares (51,752) (57,502)
Shares held by long term incentive plan trust (63,143) (61,454)
Other reserves including foreign currency translation, cash
flow hedge and share-based payment reserves 40,916 34,849
Retained earnings 136,470 421,009
Total equity attributable to equity holders of the Company 69,288 386,981
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Liabilities

Trade and other payables 23 250,845 201,419
Derivative financial liabilities 23 16,986 16,981
Provisions 24 590 497
Current tax payable 14,864 17377
Borrowings 25 263 -
Total current liabilities 283,548 236,274
Trade and other payables 23 6816 5821
Derivative financial liabilities 23 60 128
Provisions 24 1,307 1,174
Deferred tax liabilities 2 3,933 3174
Borrowings 25 193,170 -
Total non-current liabilities 205,286 10,297
Total liabilities 488,834 246,571
Total equity and liabilities 558,122 633,552

Notes 1 to 35 on pages 90 to 144 form an integral part of these consolidated financial statements.

On behalf of the Board

Andy McCue

7 March 2016
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Consolidated Income Statement

Year ended 31 December 2015
Note Before Exceptional
exceptional items

items (Note 6) Total

2015 2015 2015 2014

€000 €000 €000 €000
Sportsbook amounts staked 8,645,522 - 8645522 7,003,252
Continuing operations
Income 4 1,093,950 - 1,093,950 881,640
Direct betting costs 5 (276,273) - (276,273) (167,746)
Gross profit 817,677 - 817,677 713,894
Employee expenses 7 (292,850) (4,067)  (296,917) (257,286)
Property expenses (68,645) - (68,645) (58,410)
Marketing expenses (117,952) - (117,952) (100,892)
Technology and communications expenses (58,733) - (58,733) (48,594)
Depreciation and amortisation (52,601) - (52,601) (48,015)
Other expenses, net (46,474) (6,150) (52,624) (36,891)
Total operating expenses (637,255) (10217)  (647,472) (550,088)
Operating profit 180,422 (10,217) 170,205 163,806
Financial income 9 1,852 - 1,852 2925
Financial expense 9 (2,560) - (2,560) (166)
Profit before tax 179,714 (10,217) 169,497 166,565
Income tax expense il (26,957) 4,753 (22,204) (21,656)
Profit for the year - all attributable to equity holders of
the Company 152,757 (5,464) 147,293 144,909

Earnings per share
Basic 12 €3.265 €01
Diluted 12 €3.209 €2976
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