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Premier Lotteries Capital UK Limited

Strategic Report

The directors present the Strategic Report of Premier Lottenies Capital UK Limited (the ‘Company’) together with
its subsidiaries (the ‘Group’) for the year ended 31 March 2016 The Company's sole objective 1s to provide
financing to Group companies, which include the following subsidiaries Premier Lotteries UK Limited {(‘'PLUK’),
Camelot UK Lottertes Limited (‘Camelot’), Camelot Global Services Limited (‘CGSL’), Camelot Commercial
Services Limited {{CCSL’), Camelot Business Solutions Lirmited ({CBSL’), Camelot Global Lottery Solutions
Limited ('CGLSL’) formerly Camelot Strategic Solutions Limited and Camelot Global Services (North Amenica)
Inc {an entity incorporated in the USA) ('CGSNA’)

Strategy

The Group's pnincipal objective is to continue to operate The UK National Lottery in a socially responsible
manner for the benefit of the Good Causes With a flounshing UK National Lottery at the heart of the business,
the Group 1s also focused on diversifying into other industries and markets The diversification plans include
offering consultancy and operational expertise to other lottenes and offering addifional services wvta lottery
technology in the UK and abroad

Risks and opportunities

The third operating Licence provides Camelot with significant opportunities, as well as some significant risks
and uncertainties, and these have been incorporated Into the Group’s nsk mitigation plans Over the coming
year, the particular challenges ahead are

» Developing and gaining regulatory approval for game ideas {o ensure Camelot continues to offer a
range of games which appeal to as many players as possible,

 Operating in a more competitive environment — with organisations from both the gaming and gambling
sectors directly challenging and impinging on The National Lottery,

* Continued pressure on household disposable income means the Group’s nsk relating to sales remains
higher,

+ Implementing and operating new and more complex technology solutions, requinng new patterns of
solution design, additional requirements for maintenance and operation, and new opportunities for
directlty supporting the business needs in IT

The development of new games and game enhancements follows a well-established process, from concept to
execution The Group conducts nigorous research to ensure any game will generate strong incremental returns
without targeting vulnerable players All draw-based games require regulatory approval and, during the
development phase, the views of the Gambling Commission will be taken into account in producing the final
game design

Key performance indicators (KPls)

The Group's financial KPls cover sales levels, prizes and returns to the Good Causes, as well as profit for the
financial year Performance in these areas 1s discussed below Cash flow i1s also a KPl monitored on a regular
basis In addition, the Group 1s required to maintain and report on specific standards of performance on player
accessibility including terminal sales availability and the service provided to players Failure to meet specific
targets can result in a breach of the operating Licence Figures for the current year were submitted to the
Commuission as required

Financial performance

The Group's profit before income tax was £50 7m (2015 £42 8m) for the financial year and profit after income
tax was £43 5m (2015 £32 3m) This was driven primarnly by an increase in sales, partially offset by a
corresponding increase In commissions and gaming systems and data communication costs

Net income

Net income for the year was £7197m (2015 £6992m) This was mainly comprised of net income from

Camelot, being sales disclosed net of lottery duty, prizes and contributions to Good Causes, as 1s consistent
with the gaming industry




Premier Lotteries Capital UK Limited

Strategic Report continued

Sales from Gamestore increased by 12 0% to £2,952 3m (2015 £2,628 8m) This was driven by the launch of
over 70 innovative new games and the introduction of second chance draws to gve players more chances to
Wwin prizes

Gaming systems and data communication costs
Gaming systems and data communication costs increased to £120 9m for the year (2015 £105 7m)

Gaming systems and data communication costs include the cost of maintaining software, terminals and the
communications network, all expenditure associated with the purchase of National Lottery Scratchcard tickets,
point-of-sale and other consumables, together with the depreciation of gaming systems, terminal and data
commurnications equipment

Administrative expenses

Administrative expenses were £197 7m (2015 £196 3m) and consisted of advertising and marketing
expenditure, depreciation, amortisation, staff, facilities, impairment and all other administrative costs

Finance income and expense

The Group has financing faciities consisting of the Group’s term loan totaling £265 Om (2015 £2650m) The
Group also has Revolving Credit Facilities totalling £60 O0m {2015 £60 Om) of which nil {2015 nil) was utiised at
the end of the year

Net finance expense during the year amounted to £21 9m (2015 £23 3m), the average yield on investment
being approximately 0 50% (2015 0 58%) Strict controls apply to treasury operations, which are reviewed
regularly The investment policy adopted 1s aligned to that approved by Camelot's Audit, Risk and Secunty
Committee and the Board Funds are only deposited with banks which hold a strong credit rating and which
meet the Group's treasury policy cntena

The net finance expense includes loan interest charges of £6 8m (2015 £8 O0m) and amortisation of loan fees of
£0 7m (2015 £0 7m) incurred on term loans

Finance income of £0 3m {2015 £0 2m} arose from interest on bank deposits

Taxation

The net corporation tax charge for the year was £7 2m (2015 £10 5m} The tax charge for the year includes a
£3 0m credit in respect of the re-measurement of the deferred tax balances from 20% to 18% in the year The
total tax paid by the Group amounted to £15 1m (2015 £12 1m) Further detal 1s provided in note 7 to the
financial statements

Dividends

Dividends of £59 4m were paid during the year (2015 £38 5m) as detalled in note 8

Financial position at the year end

The Balance Sheet reflects the continued financial stability of the Group The Group reports tolal assets of
£800 3m (2015 £830 8m) and has adequate resource, including undrawn facilities, to cover its net lability
position

Of intangible assets of £237 7m (2015 £252 8m) held on the balance sheet, £192 3m {2015 £215 2m) relate to
goodwill and intangible assets acquired on the acquisition of Camelot and CGSL, which 1s stated net of £22 9m
(2015 £22 8m) amortisation charged during the year

Non-current financial borrowings of £346 4m (2015 £362 Om} are due on the term loan, Eurobond and finance
leases




Premier Lotteries Capital UK Limited
Strategic Report continued

Trade and other payables consist mainly of the Prize liability, representing unclaimed prizes at 31 March 2016,
as well as advance receipts for future draws, lottery duty and amounts payable to the National Lottery
Distribution Fund (NLDF)

Our investment in technology

During the current year the Group has continued to invest in the infrastructure to run The National Lottery and at
the end of the financial year 46,822 lottery terminals were in operation across the Retail estate (2015 47,150)
During the year the vast majonty of our Scratchcard Only retall estate was upgraded to include our draw based
game offer, wath 8,643 terminals trading by the close of the year

The Group 15 committed to deliver new games, develop existing games, Including new ways to play, and
Increase one-to-one player communications To meet these commitments the Group continues to Invest
significant amounts in technology and in back office systems to support these intatives and drive operational
efficiencies

Terminal sales availability, a key performance indicator monitored monthly by the Group's regulator, was
99 94% (2015 100 0%) ahead of the operating Licence target of 99 50% In addition, system avalability for
playing games on the internet was 99 71% (2015 99 56%) ahead of the operating Licence target of 99 50%

Cash flows, cash and debt

The Group's cash flows, cash and debt are managed centrally Net cash generated from operations was
£96 2m (2015 £117 7m) which was impacted by working capital cash flows, manly comprised of lottery ticket
sales less prize payments, payments to the NLDF, and operating expenditure

During the year, the Group’'s term loan was restructured and an additional £15 0m borrowed increasing the
balance to £280 Om £15 0m capital repayments were made against the term loan bringing the outstanding
balance on the loan back to £265 0m (2015 £265 0m) Other financing cash outflows include finance lease
principal payments of £8 Om (2015 £8 1m)

In order to protect pnze winners and players, the Group has set up certain trust accounts operated by The Law
Debenture Trust Corporation plc, which acts as an independent trustee An amount equivalent to prizes is
deposited into a trust account on a weekly basis, as well as monies taken in advance and money held by
interactive players in their on-line walfets This money I1s held in trust untl paid as a prize, or entered into a draw,
and s under the control of the Trustees until this time Interest earned on these accounts 1s pnmarnly for the
benefit of the NLDF

At 31 March 2016, the Group had on deposit £6 9m (2015 £7 1m) of funds in a restrnicted cash trust accounts
as a reserve for the protection of prize winners Although the Group cannot currently withdraw these amounts
until the end of the third operating Licence extension period, the interest on these accounts accrues to the
Group

The Group holds a Surety Bond with HCC International Insurance Company PLC to the value of £21 Om The
provisions for the Group to be able to satisfy its security for players' funds obligations under the Licence, by way
of a Surety Bond, are set out in Condition 19 3 of the Licence

The Group maintains a £55 Om committed Revolving Credit Facility which runs until 8 July 2016 The amount
drawn down under this facility at 31 March 2016 was nil (2015 nib)

The Strategic Report was approved by the Board of Directors on 22 June 2016 and was signed on its behalf by

Lee Sienna

Director

Premier Lotteries Capital UK Limited
Company Number 07193500




Premier Lotteries Capital UK Limited

Directors’ Report

The Directors present ther report with the audited consolidated financial statements of the Company, together
with the Group for the year ended 31 March 2016

Principal activities

The principal activities of the Group are as follows

Camelot's principat activity 1s the operation of The UK National Lottery in a socially responsible manner
for the benefit of a number of good cause areas arts, education, environment, health, heritage, sport
and voluntary/charnity (the ‘Good Causes’) Camelot operates The National Lottery pursuant to an
operating Licence granted by its regulator, the Gambling Commission (formerly the National Lottery
Commission) The third operating Licence was granted on 1 February 2009 and will run to 2019,
followed by a four year extension until 2023

The Group's Global Services (CGSL and CGSNA) companies offer consultancy and lottery-operational
expertise, and look to develop other business opportunities as part of the Group's international and
diversification plans

CBSL provides business services to other Group companies through various departments including
Corporate Responsibiity, Human Rescurces, Finance, Facilities, Lega), Procurement, Corporate
Assurance and Treasury

CGLSL s principally focused on managing a programme of projects to generate revenue for Group
companies The company develops and delivers solutions, programmes and project-management
support for the Group

CCSL was principally focused on offertng Commercial Services, concentrating on mobile top-up,
international calling cards, bill payment, chip and pin debit/credit card payments and payments through
contactless technology In the current year there were no such opportunities and the company did not
trade

The Group expects to pursue these principal activities for the foreseeable future The Group's performance 1s
discussed n the Strategic Report set out on pages 3to 5

Shareholdings
The following share structure was in place at the beginning of, and throughout the year under review
Number of ‘A’ Number of ‘B’ Percentage
shares shares holding (%)
Premier Lotteries Investments UK Limited 930 3 993
Fourmoront Corporation - 7 07
At 31 March 2015 990 10 1000
Premter Lotteries Investments UK Limited 930 3 99 3
Fourmoront Corporation - 7 07
At 31 March 2016 990 10 100 0

Further details of the nghts and obligations of each class of share are given in note 22 to the financial
statements

The Group’s ultimate shareholder 1s Ontario Teachers’ Pension Plan (‘Teachers')




Premier Lottenes Capital UK Limited

Directors’ Report continued

Directors

The names of the directors of the Company who served during the year and up to the date of signing the
financial statements are

Charman
Lee Sienna — resigned 22 June 2016

Directors

John Dillon

Jo Taylor

lain Kennedy — appointed 22 June 2016

Alternate directors
llya Kachko (alternate to Lee Sienna)

Company Secretary
John Dillon served as Company Secretary during the year

Insurance for directors and officers

As permitted by the Articles of Association, the directors have the benefit of an indemnity which i1s a qualifying
third party indemnity provision as defined by Section 234 of the Companies Act 2006 The indemnity was In
force throughout the last financial year and is currently in force The Group also purchased and maintained
throughout the financial year directors’ and officers’ hability insurance in respect of itself and its directors

Going concern

Management has prepared detailled budgets and cash flow forecasts which support the appropriateness of the
going concern assumption

The wider economic climate increases the credit and financial iquidity risk of the Group However, management
has assessed the controls in place to mimnmise the Group’s exposure to this increased level of nisk {(see notes
15 and 16)

Therefore, after making appropriate enqurries, the directors have a reasonable expectation that the Group has
adequate resources to continue In operational existence for at least 12 months from the date of thus report For
this reason, they continue to adopt the going concern basis in prepanng the financial statements

Research

To secure the long-term success of The National Lottery and to ensure continued sales growth alongside
increasing returns to the Good Causes, the Group has continued to spend resources on research during the
year The Group's spend totalled £3 2m in 2016 (2015 £3 7m), prmarily In the area of brand and market
research

Employees

The Group continues to place a high prionty on ensuning that its employment polictes respect the individual and
offer career and personal development opportunities regardless of racial or ethnic origin, gender, age, religion,
nationality, disability, sexual orientation or marital status Full and fair consideration 1s given to the employment
of all indviduals and reasonable adjustments are made to accommodate the disabiities of the Group's
employees, whether those disabilities arose before or duning ther employment with the Group Camelot 1s a
member of the Employers’ Forum on Disability

The Group’s Staff Forum extends across all employees in the UK group of companies, and it continues to be
consulted on all significant policy proposals and intiatives affecting staff and in turn gathers group-wide
reactions to such proposals
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Directors’ Report continued

The Group believes that delivering consumer and player satisfaction 1s key to its success and strives to reward
the contribution made by motivated and high performing staff Reward mechanisms including performance
related pay and an annual bonus scheme continue to support this For the year under review, bonuses were
pad on three key performance critenia sales, profitabity, and returns to Good Causes with a fourth etement
awarded based on performance against objectives for senior management When reflecting on-target
performance, these bonuses start from 5% of base salary, increasing for senior management

Employees pay contributions into the Group’s Personal Pension Plan, a defined contribution scheme In line
with new UK legislation the Group now auto-enrols employees into the pension scheme The first payroll
deductions for automatically enrolled employees were made in January 2014

The Group has an extensive and weli-established structure for communicating with employees through a vanety
of channels including internal publications, company-wide email, web casts, cascades and the Group’s intranet
site This I1s also the medium through which the Group communicates economic and financial factors which
impact the Group's performance

Financial risk management

The Group has loans and associated interest rate swaps which are used to manage mnterest rate nsk The
Group also manages credit and foreign exchange nsks that anse in the normal course of business (see note
15)

Related party transactions

Details of related party transactions are provided in note 28 to the financial statements

Suppliers

The Group’s policy 1s to pay suppliers 30 days after the end of the month in which their invoice 1s receved or
within such other credit period as agreed between the parties, providing the obligations of those suppliers are
met These terms are stated on ali purchase orders 1ssued by the Group

Independent auditors

The independent auditors, PricewaterhouseCoopers LLP, have expressed their willingness to continue in office
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Directors’ Report continued
Statement of Directors’ Responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the group and parent company financial statements in accordance with Internatonal
Financial Reporting Standards (IFRSs} as adopted by the European Union Under company law the directars
must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affars of the Group and the Company and of the profit or loss of the Group for that penod  In preparing
these financial statements, the directors are required to

* select suitable accounting policies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,
state whether applicable IFRSs as adopted by the European Union have been followed, subject to any
matenal departures disclosed and explained in the financial statements, and

» prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that
the Company and the Group will continue In business

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

The dtrectors are responsible for the maintenance and integnty of the Company's website Legislation in the
United Kingdom governing the preparation and dissemination of financial statements may differ from legislation
in other jurisdictions

Each of the directors In office at the date on which the financial statements were approved, whose names and
functions are hsted on page 7, confirm that, to the best of theirr knowledge

e so far as the director 1s aware, there 1s no relevant audit information of which the Company's auditors
are unaware, and

¢ he has taken all the steps that he ought to have taken as a director in order to make himself aware of
any relevant audit information and to establish that the Company's auditors are aware of that
information

* The Strategic Report includes a farr review of the development and performance of the busmness and
the position of the Group, together with a description of the principal nisks and uncertainties that it faces

[T

On behalf of the Board
Lee Sienna
Director

22 June 2016
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Independent auditors’ report to the members of Premier
Lotteries Capital UK Limited

Report on the financial statements

Our opinion
In our opinion, Premier Lottenes Capital UK Limited’s Group and Company financial statements (the “financial statements”)

+ give a true and fair view of the state of the Group’s and Company's affairs as at 31 March 2016 and of the Group’s
profit and the Group's cash flows for the year then ended,

» have been properly prepared in accordance with International Financial Reporting Standards (“IFRSs”") as adopted
by the European Umion, and

« have been properly prepared in accordance with the requirements of the Comparnies Act 2006

What we have audited
The financial statements, included withun the Annual Report and the financial statements (the Annual Report), compnse
» the Balance Sheet {Group and Company} as at 31 March 2018,
» the Group Statement of Comprehensive Income for the year then ended,
» the Statement of Cash Flows (Group and Company) for the year then ended,
+ the Statement of Changes in Equity {Group and Company) for the year then ended,
« the accounting policies, and
+ the notes to the financial statements, which include other explanatory information

The financial reporting framework that has been applied in the preparation of the financial statements is IFRSs as adopted
by the European Unton, and applicable law

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

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, the informatton given n the Strategic Report and the Directors’ Report for the financial year for which the
financial statements are prepared i1s consistent with the financial statements

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are required to report to you if, in our opinion
+« we have not received all the information and explanations we require for our audit, or

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

» the company financial statements are not in agreement with the accounting records and retumns

We have no exceptions to report ansing from this responsibility

Directors' remuneration

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

10




Premier Lotteries Capital UK Limited

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 9, the directors are responsible for the
preparation of the financial statements and for being satsfied that they give a true and fair iew

Independent auditors’ report to the members of Premier
Lotteries Capital UK Limited

Our respons:bility 1s to audit and express an opinion on the financial statements in accordance with apphicable law and
International Standards on Auditing (UK and Ireland) {*ISAs (UK & freland)”) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

This report, including the optntons, has been prepared for and only for the Company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, in gving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report 1s shown or into whose hands it
may come save where expressly agreed by our pner consent in writing

What an audit of financial statements involves

We conducted our audit in accordance with 1ISAs (UK & Ireland) An audit involves obtaining evidence about the amounts
and disclosures in the financial statements sufficient to give reasonable assurance that the financial statements are free from
matenal misstatement, whether caused by fraud or error This includes an assessment of

+ whether the accounting polictes are appropnate to the Group’s and the Company's circumstances and have been
consistently applied and adequately disclosed,

¢ the reasonableness of significant accounting estimates made by the directors, and
» the overall presentation of the financial statements

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

We test and examine information, using sampling and other auditing techniques, 1o the extent we consider necessary to
provide a reasonable basis for us to draw conclusions We obtain audit evidence through testing the effectiveness of
controls, substantive procedures or a combination of both

In addition, we read all the financial and non-financial information in the Annual Report to wlentify matenal inconsistencies
with the audited financial statements and to identify any information that 1s apparently matenally incomrect based on, or
matenally inconsistent with, the knowledge acquired by us in the course of performing the audit If we become aware of any
apparent matenal misstatements or inconsistencies we consider the implications for our report

SYN (L—\/LA | o 51

Nicholas Campbell-Lambert (Senior Statutory Auditor)
for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

22 June 2016

11




Premier Lotteries Capital UK Limited ‘

Group Statement of Comprehensive Income
for the year ended 31 March

2016 2015
Notes £m £m
Net income 3 7197 699 2
Retailers’ and other commission 4 (334 6) (333 4)
Gaming systems and data communication costs 4 {120.9) (105 7)
Gross profit 264 2 260 1
Administrative expenses (197.7) (196 3}
Other operating income 4 6.1 23
Operating profit 4 726 66 1
|
Finance income 6 0.3 02 i
Finance expense 6 (22 2) (23 5) ‘
Profit before income tax 50.7 428 !
Income tax 7 (7.2) (10 5) |
Profit for the financial year attributable to shareholders 43.5 323 .
Other comprehensive losses.
Foreign exchange losses (01) (02)
Farr value losses on cash flow hedges (0 1) (10)
Tax relating to compenents of other comprehensive income 00 02
Other comprehensive losses for the year {0.2) {(10)
Total comprehensive income for the year 43.3 313

The notes on pages 16 to 46 are an integral part of these consohdated financial staterents \

As permitted by section 408 of the Companies Act 2006, the income statement of the Company has not been \
presented in the financral statements The profit for the financial year was £43 3m (2015 £46 8m)

12




Premier Lotteries Capital UK Limited

Balance Sheet (Group and Company)

as at 31 March

Group Group Company Company
2016 2015 2016 2015
Notes £m £m £m £m
ASSETS
Non-current assets
Investment in subsidianes 21 - - 154.0 154 0
Intangible assets 9 2377 252 8 - -
Property, plant and equipment 10 817 751 - -
Trade and other receivables 12 12.2 129 - -
3316 340 8 154.0 1540
Current assets
Inventones 11 10 09 - -
Trade and other receivables 12 4045 389 2 0.4 -
Current income tax asset - - 11 08
Cash and cash equivalents 13 632 999 30 30
468 7 490 0 4.5 38
Total assets 800.3 830 8 158 § 157 8
LIABILITIES
Current habilities
Financial iabilities - borrowings 17 559 388 161 -
Trade and other payables 18 5371 550 4 31 31
Current income tax hability 78 72 - -
Provisions for habilities and other charges 20 53 44 - -
606 1 600 8 192 31
Non-current liabilities
Financial habilities - borrowings 17 3464 3620 1000 1000
Trade and other payables 18 23 25 - -
Deferred income tax liabilities 19 270 357 - -
Dervative financial instruments 16 0.2 01 - -
Provisions for labilittes and other charges 20 204 157 - -
396.3 4160 100.0 1000
Total habilities 1,002.4 1,016 8 119.2 1031
EQUITY
Capital and reserves
Share capital 22 00 00 00 00
Foreign exchange reserve 23 {0 3) (02) - -
Other reserves 23 {02) 0N - -
Retained earnings 23 (201 6) (185 7) 393 547
Total equity (202 1) (186 D) 39.3 547
Total equity and liabilities 800.3 830 8 158.5 157 8

The notes on pages 16 to 46 are an integral part of these consolidated financial statements The financial
statements including the accompanying notes were approved by the Board of Directors on 22 June 2016 and
were signed on its behalf by

7%
Lee Sienna
Director

Premier Lotteries Capital UK Limited
Company Number 07193500

13




Premier Lotteries Capital UK Limited

Group and Company Statement of Changes in Equity

Share  Foreign Other Retaned  Total
capital exchange reserves earnings  equity
reserve
Group Notes £m £m £m £m £m
Balance as at 1 Apnl 2014 00 - 07 (1795) (178 8)
Comprehensive income/
{expense)
Profit for the financial year - - - 323 323
Foreign exchange losses (net of
income tax) - {0 2) - - (0.2)
Far value losses on cash flow
hedges
(net of Income tax) - - (0 8) - {0.8)
Total comprehensive income - (0 2) (0 8) 323 313
Dividends paid 8 - - - (385) (385)
Balance as at 31 March 2015 00 (0.2) (0.1} (1857) (186.0)
Comprehensive income/
{(expense)
Profit for the financial year - - - 435 435
Foreign exchange losses (net of
income tax) - (01) - - {0.1)
Far value losses on cash flow
hedges {net of Income tax) - - (0 1) - {0.1)
Total comprehensive income - {0 1) (0 1) 435 43.3
Dividends paid 8 - - - (594) (59.4)
Balance as at 31 March 2016 00 (0.3) (0.2) {201 6) (202.1)
Retained Total
earnings  equity
Company Notes £m £m
Balance as at 1 April 2014 457 45.7
Profit for the financial year 46 8 468

-Dividends paid 8 (378) (378)
At 31 March 2015 54.7 54.7
Profit for the financial year 433 43.3

-Dividends paid 8

(587) (58.7)

Balance as at 31 March 2016

393

393

At 31 March 2016, the Company had share capital totalling £1,000 (2015 £1,000), as disclosed in note 22 to

these consolidated financial statements

The notes on pages 16 to 46 are an integral part of these consolidated financial statements

14



Premier Lotteries Capital UK Limited

Statement of Cash Flows (Group and Company)

for the year ended 31 March

Group Group Company  Company
2016 2015 2016 2015
Notes £m £m E£m £m
Cash flows from operating activities
Cash generated from operations 24 96 2 177 54.5 577
Bank interest received 0.3 02 - -
Interest paid (22.2) (23 6) {12 5) (127)
Income tax pad 7 (15.0) (12 1) - -
Group relief receipts - - 12 21
Net cash from operating activities 593 822 432 471
Cash flows from investing activities
Purchase of property, plant and equipment (21 4) (0 1) - -
Expenditure on intangible assets (7 2) (0 2) - -
Net cash used in investing activities (28.6) (03) - -
Cash flows from financing activities
Dividends paid to shareholders {59 4) (38 5) (58 7) (37 8)
Capital repayments on other loans - (10 0) - -
Loans ssued to Group Companies - - 15.5 -
Capital repayments on Eurobond loan (6 3) - (63)
Finance lease principal payments (8.0) (81) - -
Net cash used in financing activities {67.4) (62 9) {43 2) (44 1)
Net (decrease)/increase in cash, cash
equivalents and bank overdrafts (36.7) 190 (0.0) 30
Cash, cash equivalents and bank overdrafts at the
beginning of the year 99.9 809 3o 00
Cash, cash equivalents and bank overdrafts at
the end of the year 13 63.2 999 30 30

The notes on pages 16 to 46 are an integral part of these consolidated financial statements

Other significant transactions include the addition of £10 4m property, plant and equipment and mtangble
assets under finance lease arrangements (2015 £9 Om) By the year-end, £0 Om (2015 £8 9m) had been

repaid against these borrowings

15



Premier Lotteries Capital UK Limited

Notes to the Financial Statements

1. General Information

Premier Lotteries Capital UK Limited 1s a non-trading entity and its sole objective 1s to provide financing to Group
campanies, which include the following subsidianes Camelot, CGSL, CCSL, CBSL, CGLSL, CGSNA and PLUK

Premier Lottenies Investments UK Limited (PLIUK) 1s the parent undertaking of the largest group to consolidate
these financial statements reporting under IFRS as adopted by the EU

The Company 1s a pnivate imited company incorporated and domiciled in the UK The address of its registered
office 1s Premier Lotteries Capital UK Limited, Magdalen House, Tolpits Lane, Watford, Hertfordshire, WD18
9RN, United Kingdom

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements for the year ended 31
March 2016 are set out below These policies have been consistently applied to all years presented, unless
otherwise stated

a) Basis of preparation

The financ:al statements of the Group and Company have been prepared in accordance with International
Financial Reporting Standards (IFRS} as adopted by the European Unicn, IFRS IC Interpretations and the
Companies Act 2006 applicable to companies reporting under IFRS

The financial statements have been prepared under the historical cost convention, as modified by financial
assets and financial habilities {(including derivative instruments) at farr value through profit or loss After making
enquines, the directors have a reasonable expectation that the Group and Company has adequate resources to
continue In operational existence for the foreseeable future The Group and Company therefore continue to
adopt the going concern basis in preparing its financial statements

The Group’s accounting policies were selected by management considering all applicable IFRS i1ssued by the
International Accounting Standards Board (|JASB) by 31 March 2016

1) New {FRS accounting standards and interpretations adopted in 2015/16
During the year ended 31 March 2016, the Group adopted the following International Financial Reporting
Standards (IFRS), International Accounting Standards (IAS) or amendments, and interpretations by the IFRS
Interpretations Committee None of the pronouncements had a matenal impact on the Company's results or
assets and habihties

¢« Annual mprovements 2010-2012
« Annual mprovements 2011-2013

) New IFRS accounting standards and interpretations not yet adopted
The standards, amendments and interpretations listed below were not effective for the year ended 31 March
2016

With the exception of IFRS 15 Revenue of contracts with customers, and IFRS 16 Leases, none of the other
standards and interpretations listed below are expected to have a matertal mpact on the Group's
consolidated results or assets and liabilities

Annual improvements 2014

Amendment to IAS 16 and 38 on depreciation and amortisation
Amendments to IAS 1 and 7 on the disclosure imtiative

Amendments to IAS 12 on recognition of deferred tax for unrealised losses
IFRS 9 Financial instruments

IFRS 15 Revenue from contracts with customers

IFRS 16 Leases
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Notes to the Financial Statements continued

It 1s not practicable to provide a reasonable estimate of the effect of these standards until a detailled review has
been completed The Group and Company has not yet completed a detalled review of the impact of these
standards However, our preliminary assessment is that

s Adoption of IFRS 15 1s likely to change the timing of recognition, but not the total recognised over time,
of our revenues, and

e Adoption of IFRS 16 1s likely to result in certain arrangements currently treated as operating leases
being accounted for in the future iIn a manner similar to the current treatment for finance leases

Critical accounting assumptions, estimates and judgements

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
assumptions, and it also requires management to exercise its judgement and to make estimates in the process
of applying the Group's accounting policies The areas requiring a higher degree of judgement or areas where
assumptions and estimates are significant to the financial statements are discussed below and in the provisions
section 1n note 20

Intangible assets

The Group capitalises intangible assets in ine with 1AS 38 Forecast cash flow information and estimates of
future earmings are used to assess whether intangible assets are impaired and to assess useful economic lives
If the results of operations in future pencds are less than those used in impairment testing, an impairrment may
be triggered, or the useful economic Iife of an asset may be reduced All impairrment charges are recognised In
the Statement of Comprehensive Income

Recognition and measurement of intangibles

Intangible assets acquired in a business combination are recognised at farr value, measured as the present
value of future cash flows arising from the asset identified

impairment of goodwill and other intangibles

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting
policy stated in note 2(g) The recoverable amounts of cash-generating units have been determined based on
value-in-use calculations These calculations require the use of estimates (note 9)

The Group uses forecast cashflow information and estmates of future earnings to assess whether intangible
assets are impared and to assess useful economic ives An imparment loss 1s recogmsed for the amount by
which the asset's carrying amount exceeds its recoverable amount The recoverable amount 1s the higher of an
assel's farr value less costs to sell and value in use All impairment charges are recognised in the Statement of
Comprehensive Income

Long term incentive plans

Provisions are made for the Group's long term incentive plan ('LTIP') {a bonus scheme for senior management),
in hne with the Group's performance critenia when the Group has a present legal or constructive obligation to
incur this cost

b) Basis of consolidation

These financial statements comprise the consohdated and Company financial statements of PLCUK and its
subsidianes

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies
generally accompanying a shareholding of more than one half of the voting nghts Subsidiaries are fully
consolidated from the date on which control i1s transferred to the Group

The Group uses the acquisition method of accounting to account for business combinations The consideration
transferred for the acquisition of a subsidiary 1s the farr value of the assets transferred, the habjlities incurred and
the equity interests issued by the Group The consideration transferred includes the farr value of any asset or
habibty resulting from a contingent consideration arrangement Acquisition-related costs are expensed as
incurred ldentifiable assets acquired and hiabihties and contingent habibties assumed 1n a business combination
are measured imitially at their fair values at the acquisition date
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Notes to the Financial Statements continued
b} Basis of consolidation continued

The Group recognises any nen-controlling interest in the acquiree at the non-controlling interest’s proportionate
share of the fair value of the acquiree’s net assets

Intercompany transactions, batances and unrealised gains on transactions between Group companies are
eliminated on consolidation Unrealised losses are also eliminated

Certain Trust accounts established to provide protection to players have historically been consolidated  After
management reassessment in reference to IFRS 10, it has been deemed that the Trust Accounts de not meet
the definthion of control necessary to justfy consolidation into the Group's financial statements The decision has
therefore been taken to de-consolidate the Trust accounts The value of prizes not yet claimed will continue to
be a hability to the Group, with an offsetting debtor representing a recewvable due to the Group from the Trust
{see note 2 I) The Trust Recewable balance 1s included within current trade and other receivables (see note
12b} The Euromilions deposit balance included within non-current trade and other receivables is restrnicted cash
and continues to be under the Group’s control (see note 12a)

Investments in subsidiary companies

Investments in subsidiaries are stated at cost less provision for imparment

The Group also owns the entire share capital of four dormant subsidiaries which have share capital equal to net
assets of £6 in total These investments are not considered material for the purpose of giving a true and farr view
of these financial statements and therefore have not been consolidated (see note 29)

c) Segmental reporting

The Group does not publicly trade its equity or debt secunties and I1s not in the process of 1ssuing equity or debt
securiies In public secunties markets The Group I1s therefore outside the scope of IFRS 8 ‘Operating
Segments’ and as such has not presented operating segment disclosures

d) Netincome

The Group earns income across a portfollo of games that includes draw-based games, Scratchcards and
interactive Instant Win Games

Group income 1s predominately derived from and ornginates ; the United Kingdom and the Isle of Man The
presentation of net income 1s consistent with common practice within the gaming industry, ticket sales are
accounted for under IAS 39 ‘Financial Instruments Recogrition and Measurement' Net income is recorded and
disclosed net of lottery duty, prize payouts and amounts due to the National Lottery Distnbution Fund

Other operating income primarily compnises an operating fee recevable from retailers who lease terminals in the
estate The operating fee income 1s recognised on a straight-ine basis over the term of the operating lease
Income I1s only recognised to the extent that it 1s probable that the economic benefits will flow to the Group and
the revenue can be reliably measured

The Group also earns Income from consultancy services provided by CGSL which 15 presented in other net
income Income from the BBC n relation to live draw-show broadcasts when the programmes are aired, and
operating fee income from retallers who lease Scratchcard only terminals 1s presented within other operating
Income

e) Retailers’ and other commission

Amounts charged to the Statement of Comprehensive Income represent commissions arising due to retaillers
based on sales and in-store prize payments to date, fees paid for the processing of debit card payments which
arise when players load or unload money to and from their interactive wallet to enable them to participate in The
UK National Lottery using the interactive channel, and other sales-related commussions
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Notes to the Financial Statements continued
f) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the net identifiable assets of
the acquired subsidiary at the date of acquisition and in accordance with IFRS 3 i1s not amortised

Goodwill 1s tested for impairment annually, or at any other time that there 1s an indication of impairment, and 1s
carned at cost less accumulated impairment losses Impairment losses would be charged to the Statement of
Comprehensive Income

Goodwill 1s allocated to cash generating units for the purpose of impairment testing, and the allocation 1s made to
those cash generating units or groups of cash generating units that are expected to benefit from the business
combination in which the goodwill arose

g) Other intangible assets

All intangible assets are stated at cost less accumulated amortisation and any accumulated impairment losses
Assets that have an indefinite useful life, for example goodwill or intangible assets not ready for use, are not
subject to amortisation and are tested annually for impairment Assets that are subject to amortisation are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable An imparment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount The recoverable amount 1s the higher of an asset's fair value less costs to sell
and value in use For the purposes of assessing iImpairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units) Non-financial assets other than goodwill that
suffered an imparment are reviewed for possible reversal of the impairment at each reporting date

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination (including brands and licences} are recognised at farr value
at the acquisition date The assets acquired have a finite useful Iife and are camred at cost less accumulated
amortisation and impairment Amortisation 1s calculated using the straight-line method to allocate the cost of
assets acquired on business combinations over their useful ives

Internally generated intangibles

Costs relating to the development of software and The National Lottery website, including destgn and content
development, are capitalised as intangible assets only when the future economic benefits expected to anse are
deemed probable and the costs can be reliably measured Development costs not meeting these cnteria are
expensed In the Statement of Comprehensive Income as incurred Capitalised development costs are amortised
on a straight line basis over the pericd gaining economic benefit from the expenditure once the related product i1s
available for use Research costs are charged to the Statement of Comprehensive Income as incurred
Interactive development costs that relate to channels other than the website are also capitalised on the same
basis Assets under construction are not amortised until they are brought into use

Separately acquired intangibles

Intangible assets purchased separately, such as software licences that do not form an integral part of related
hardware, are capitalised as intangible assets at cost and amortised over therr useful economic Iife  Costs
associated with maintaining software are charged to the Statement of Comprehensive Income as incurred
Amortisation 1s provided on all intangible assets at such rates as to write off the cost of these assets in equal
instaiments, either over therr expected useful lives or the remaining Section 5 Licence Penod throughout which
benefit Is anticipated to be derived from the asset The third operating Licence extension runs to 2023

The value of separately acquired and internally generated intangible assets 1s amortised in equal instalments as
follows

- Central gaming software, Interactive The penod to the end of the third operating Licence
software and Enterpnse Resource extension or planned replacement date (f earlier
Planning software

- Other software The shorter of four years and the period to the end of
the third Licence extension
- Intangible assets acquired on The pernod to the end of the third Licence extension
acquisition
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Impairment of intangible assets

The Group uses forecast cash flow information and estmates of future earnings to assess whether intangible
assets are impared with reference to therr useful economic lives An imparrment loss 1S recognised for the
amount by which the asset's carrying amount exceeds its recoverable amount The recoverable amount I1s the
higher of an asset’s fair value less costs to sell and value in use All imparrment charges are recognised in the
Statement of Comprehensive Income

h) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation The cost of property, plant and
equipment includes the estimated cost of removing and disposing of the terminal assets held at retaller sites
Assets under construction are not depreciated until they are brought into use

Depreciation 1s provided on all property, plant and equipment, at such rates as to write off the cost of these
assets In equal instalments either over ther expected useful lives or the thrd Licence extension period
throughout which benefit 1s anticipated to be derived from the asset Assets under construction are not
depreciated until they are brought into use

The depreciation basis for the principal asset categones are as follows

Short leasehold improvements

- Short leasehold improvements The shorter of the lease period and the penod to the end of the
third operating Licence extension

Plant, equipment and motor vehicles
- Computer hardware The shorter of four years, or in the case of leased assets the
(excluding central gaming) lease period, and the perod io the end of the third aperating

Licence extension

- Central gaming systems, Interactive The period to the end of the third operating Licence extension or

hardware and Enterprise Resource planned replacement date if earlier, or the lease term for leased
Ptanning hardware assets and associated costs

- Fixtures and fittings 5 years

- Media screens 3 years

- Lottery terminals The penod to the end of the thurd operating Licence extension or

the lease term planned replacement date if earhier

- Permanent paint-of-sale equipment The shorter of 2 — 5 years and the period to the end of the third
(PPOS) operating Licence extension

- Other plant and equipment Between 2 — 5 years, or planned replacement date

- Motor vehicles The lease term

The residual values and useful ecanomic lives of property, plant and equipment are reviewed annually If an
asset's carrying amount i1s greater than its estimated recoverable amount, the carrying amount 1s immediately
written-down
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Notes to the Financial Statements continued
i) Finance leases

Leases are classified as finance leases whenever the terms of the lease transfer substantally all the nsks and
rewards of ownership to the Group All other leases are classified as operating leases

Separately acquired software and property, plant and equipment acquired under finance leases are included in
the balance sheet at thetr equivalent capital value, which 1s defined as the lower of the fair value of the property
and the present value of minimum lease payments, and are depreciated in accordance with the policy for the
class of asset concerned The resulting lease obligations are recorded as a creditor and the interest element of
the finance lease rentals 15 charged to the Statement of Comprehensive Income The liability 1s discounted
where the difference between the values of mimimum lease payments and the present value of those payments
15 matenal

i) Operating leases

Operating lease rentals are charged to the Statement of Comprehensive Income on a straight line basis over the
lease term Operating lease incentives are recogrised as a reducton in the rental expense over the lease term

k) Inventories

Inventories are valued at the lower of cost calculated on the first-in first-out basis, and net realisable value
Provisions are made for obsolete or slow moving stock

Inventonies consist of Scratchcards and consumables (1 e terminal rolls, playshps and ribbons) Scratchcards
are carried on a unit cost basis and are expensed when Camelot recognises the revenue for that stock
Consumables are valued at the lower of cost, calculated on the first-in first-out basis, or net realisable value
Provisions are made for obsolete or slow moving stock

1) Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provtsion for tmpairment A provision for impairment of receivables 1s
established when there 1s objective evidence that the Group will not be able to collect all amounts due according
to the onginal terms of the receivables A provision 1s raised If future cash flows are not estimated to match the
asset’s carrying value Signfficant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default or delinquency in payments are considered indicators that the
trade receivable 1s impaired The amount of the provision I1s the difference between the asset's carrying amount
and the present value of estimated future cash flows The carrying amount of the asset 1s reduced through the
use of a doubtful debtor account, and the amount of the loss I1s recognised in the Statement of Comprehensive
Income within ‘administrative expenses’ When a trade receivable subsequently becomes uncollectible, 1t 1s
written off against the doubtful debt provision, in the period in which the bad debt 1s 1dentified Subsequent
recoveries of amounts previously written off are credited against ‘administrative expenses’ in the Statement of
Comprehensive Income [f collection 1s expected within one year or less they are classified as current assets, or
non-current assets if expected after more than one year

As referenced in note 2b, the Trust Accounts are no longer considered to be under the Group’s control and as a
result are no longer consolidated in the financial statements The amounts held in Trust represent unpaid prizes
When a player claims a prize from the trust, the prize payment 1s made by the Group and then clamed back
from the Trust As this 1s now deemed to be a third party transaction between the Group and the Trust such
amounts reflect a receivable due from the Trust Prnor year notes have been represented for comparative
purposes (note 12)

m) Trade and other payables

Trade payables are recognised initially at fair value and subsequently measured al amortised cost using the
effective interest method Trade payables are classified as current habiities if payment i1s due within one year or
less, or non-current iabilittes if expected after more than one year

n) Financial instruments

The followang policies for financial instruments have been appled in the preparation of the Group's financial
staterments
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Cash and cash equivalents

For the purpose of preparation of the Statement of Cash Flows, cash and cash equivalents includes cash at
bank and in hand, short-term deposits with an onginal maturity penod of three months or less and certain
amounts classified as borrowings, as detailed below

Bank overdrafts that are an integral part of the Group's cash management are included in cash and cash
equivalents where they have a legal night of set-off against positive cash balances If the cash position after the
set-off of the overdrafts amounts to a net overdraft, these amounts are classified as borrowings, but are still
classified as cash and cash equivalents for the purposes of the Statement of Cash Flows

Borrowings

Borrowings comprise amounts drawn down against the Group’s bank facilittes, amounts (other than trade
payables) due to parent undertakings and any bank overdrafts as defined above They are recognised initially at
farr value, net of transactions costs incurred Transaction costs are charged to operating profit in the period
incurred Borrowings are subsequently stated at amortised cost, any difference between the proceeds (net of
transaction costs) and the redemption value 1s recogmised in the Statement of Comprehensive Income over the
penod of the borrowings using the effective interest method Borrowings are classified as current habilities
unless the Group has an unconditional rnight to defer settlement of the liabihty for at least 12 months after the
balance sheet date

Derivative financial instruments and hedging activities

Exposure to credit, interest rate, currency, liquiddy and capital risks that arise in the normal course of the
Group's business are minimised by the Group's policies and controls, as disclosed in note 15

The Group uses interest rate swap contracts to manage its exposures to fluctuations in interest rates These
Instruments are accounted for as hedges when designated as such at the inception of the contract The Group
does not hold or 1ssue derivative financial instruments for financial trading purposes

All derrvative financial instruments are recognised at far value in the balance sheet The far values of interest
rate swap contracts are calculated by reference to current forward interest rates for contracts with simiar
maturity profiles

The designation of dernvative financial instruments as hedges s carned out according to the Group’s nisk
management policies All of the Group's hedges are cash flow hedges, which mitigate against risks associated
with a recogmised asset or iability or a highly probable forecast transaction

The Group documents at the inception of the transaction, the relationship between hedging instruments and
hedged items, as well as its nsk management objectives and strategy for undertaking vanous hedging
transactions The Group also documents its assessment, both at hedge inception and on an on-going basis, of
whether the dervatives that are used in hedging transactions are highly effective in offsetting changes in far
values or cash flows of hedged tems The farr values of vanous denvative instruments used for hedging
purposes are disclosed in note 16 Movements on the hedging reserve in other comprehensive income are
shown in note 23 The farr value of a hedging dervative 1s classified as a non-current asset or hability when the
remaining maturity of the hedged item 1s more than 12 months, and as a current asset or hability when the
remaining maturity of the hedged item 1s less than 12 months Derivatives are classified as a current asset or
hability

Cash flow hedges

The effective portion of changes In the far value of derivatives that are designated and qualfy as cash flow
hedges 1s recognised in other comprehenssive income The gain or loss relating to the ineffective portion
including any accumulated in equity 1s recognised immediately in the Siatement of Comprehensive Income
When hedging a non-financial asset, gains and losses are transferred from equity to be recognised against the
cost of the asset When a hedging instrument expires, 1s sold, the forecast transacticn 1s no longer expected to
occur, or when a hedge no longer meets the cntena for hedge accounting, any cumulative gain or loss existing in
equity at that tme 1s iImmediately transferred to the Statement of Comprehensive Income
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o) Provisions

Provisions are recognised where the Group has legal or constructive present obligations as a result of past
events, that will probably require an outflow of resources to settle, and this outflow can be reliably measured, as
detailed below

Provisions are discounted when the effect of the time value of money 1s matenal

Decommissioning

Provisions are made for the cost of decommissioning terminals and communications equipment held at retailer
sites, and the disposal of these assets A further provision compnses amounts in respect of lost or destroyed
terminals

Dilapidations

The dilapidation provision 1s the current best estimate of the cost of bringing certan premises, held under
operating leases, back to their onginal state as required by the lease agreement

Restructuring

Provisions for restructuring costs are recognised when the Group has a present legal or constructive obligation
as a result of a past event, where it 1s more likely than not that an outflow of resources will be required to settle
the obligation and the amount can be readily estmated Provisions are not recognised for future operating
losses

Long term incentive plans

Provisions are made for the Group’s LTIP in line with the Group’s performance cnteria when the Group has a
present legal or constructive obligation to incur this cost

p) Pensions

The Group operates a defined contnibution scheme The cost of contributions 1s charged to the Statement of
Comprehensive Income in the year to which it relates

q) Current and deferred income tax

Current income tax Is recognised based on the amounts expected to be pad or recovered under the {ax rates
and taws that have been enacted or substantively enacted at the reporting date

Deferred income tax 1s provtded in full, using the hability method, on temporary differences that arise between
the carrying amounts of assets and habilities for financial reporting purposes and their corresponding tax base A
temporary difference 1s a taxable temporary difference if it will give nse to taxable amounts in the future when the
asset or liability I1s settled Deferred income tax 1s determined using tax rates and laws that have been enacted or
substantively enacted by the reporting date and are expected to apply when the related deferred income tax
asset Is realised or the deferred income tax ltability 1s settled

Deferred income tax assets are recognised to the extent that it 1s probable that future taxable profits will be
availlable against which the asset can be offset Deferred income tax assets and habiities recognised are not
discounted Deferred income tax habiities and assets are classified as non-current irrespective of the expected
timing of the reversal of the underlying taxable temporary difference Current income tax assets and liabidities are
shown separately on the face of the Balance Sheet

Income tax relating to items recogrised directly in equity 1s recognised in equity and not in the Statement of
Comprehensive Income

Deferred taxation assets and liabilibes are offset when there 1s a legally enforceable nght to offset current
taxatton assets with current taxation habibties

ry Value added tax

All costs include the atiributable value added tax to the extent that it 1s not recoverable
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s) Share capital and dividend recognition

Qrdinary shares are shown within equity Final dividends to the Company's shareholders are recognised as a
habiity and deducted from shareholders' equity when the dividend 1s approved by the Company's shareholders,
and for an interim dividend when the dividend 1s paid

t} Foreign currency translation
Functional and presentation currency

Items wcluded in the financial statements are measured using the currency of the primary economic
environment in which the entity operates ('the functional currency’) The consolidated financial statements are
presented in GBP Sterling (Em), which i1s the Company's functional and the Group’s presentation currency

Transactions and balances

Foreign currency transactions are translated into the functionat currency using the exchange rates prevaliling at
the dates of the transactions or valuation where items are re-measured Foreign exchange gains and losses
resulting from the trading are recognised in the Group Statement of Comprehensive Income All other foreign
exchange gans and losses are presented In the Group Statement of Comprehensive Income within
administrative expenses

Translation differences on non-monetary financial assets and labilities such as equities held at farr value through

profit or loss are recognised in profit or loss as part of the farr value gain or loss Translation differences on non-
monetary financial assets are included in the foreign exchange reserve in equity
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3. Netincome (Group)

The Group 1s operated and managed as separate businesses The Group predominantly operates in the United
Kingdom and the Isle of Man with the exception of CGSNA which operates in the United States of America

2016 2015
£m £m
Gross ticket sales 7,595.2 7,277 8
Lottery duty {911 5) (873 4)
Prizes (4,198 9) (4,043 0)
National Lottery Distribution Fund {1,772 3) (1,669 1)
Net income arising from Lottery sales 7125 6923
Other revenue 72 69
7197 699 2
4. Operating profit (Group)
2016 2015
£m £m
Net income 719.7 699 2
Other operating income 1 61 23
Retalers’ and other commission {334.6) (333 4)
Gaming systems and data communication costs 2 {120.9) {(1057)
Employee expenses (note 5) (47.8) (57 2)
Marketing expenses (87.2) (76 0)
Research (3.2) 37
Amortisation of intangible assets 2 (24 5) (24 5)
Depreciation on tangible assets 2 (0 3) {15)
Impairment of trade receivables (note 12) {0 6) {(10)
Operating lease rentals - property {6 B) {4 6)
Auditors’ remuneration - fees payable for the audit of the Group and
Company financial statements {0.8) (07
Other expenses {26 5) (27 1)
Total expenses {653.2) (635 4)
Operating profit 726 66 1

' Other operating income primanly comprises an operating fee recervable from retailers who lease Scratchcard-
only terminals in the estate The operating fee income is recognised on a straight-ine basis over the term of the
operating lease Income I1s only recognised to the extent that it 1s probable that the economic benefits will flow to
the Company and the revenue can be reliably measured In addition £3 2m (2015 E£nil) income from the NLDF
has been received in respect of Lotto marketing investment Also included in other operating income are
amounts recevable from the BBC in relation to the live draw-show broadcast agreement

2 Gaming systems and data communication costs includes the cost of maintaining software, terminals and the
communications network, costs associated with the purchase of Scratchcard tickets and consumables, together
with the depreciation of gaming systems and terminal and data communications equipment Included within
Gaming systems and data communication costs are £14 5m (2015 £11 8m) depreciation on owned assets,
£6 6m (2015 £3 9m) amortisation of intangible assets and £9 1m (2015 £9 2m) operating lease rental costs on
plant and equipment
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5. Employee expenses and numbers (Group)

The following information relates to the Group

2016 2015

Employee expenses £m £m
Wages and salaries 39.8 4990
Soctal secunty costs 56 56
Other pension costs 24 26
47.8 572

2016 2015

Monthly average number of Group employees Number Number
Retaler and consumer services 205 174
Sales and marketing 312 312
Information technology 217 180
Finance, administration and other 109 120
843 786

2016 2015

Key management personnel compensation £m £m
Salaries and other employee benefits 61 42
Other long term benefits 26 22
Other pension costs 06 05
93 69

Key management 1s considered to be the UK Executive Board and those members of the Globa! Operating

Board who make key operating decisions in the Group

The UK Executive Board and Global Qperating Boards consist of department directors who meet regularly to

discuss group performance and make key operating decisions

The amounts above include compensation for all members of the UK Executive Board and key management in

the Global Operating Boards who were employed by Group companies during the reporting perned
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6. Finance income and expense (Group)

2016 2015
£m £m
interest recevable from bank deposits 03 02
Finance income 0.3 02
interest payable on Term and other loans (6 8) (80)
Interest payable on finance leases (13) (14)
Interest expense on Eurobonds {12 5) {12 5)
Amortisation of loan fees (0.7) 07)
Interest rate swaps cash flow hedges (0.2) (0 3)
Other interest expense {0.7) (0 6)
Finance expense (22 2) (23 5)
Net finance expense (219) (23 3)
7. Income tax (Group)
a) Corporation tax
2016 2015
£m £fm
Current income tax charge 15.7 146
Deferred income tax credit 2 (8.5) (4 1)
Income tax charge 7.2 105

" Includes a prior year adjustment of £0 4m credit (2015 £0 8m credit)
2 Includes a prior year adjustment of £0 2m credit (2015 £0 8m charge)

The income tax charge 1s based on a corporation tax rate of 20% for the year ended 31 March 2016 All taxable

temporary differences have been recognised and are reflected in the deferred taxation balance

b} Reconciliation of tax charge

2016 2015
£m £m

Profit before income tax 50.7 42 8
Charge on profit on ordinary activities at the standard 10.2 90
rate of 20% (2015 21%)
Factors affecting charge:
Expenses not deductible for tax purposes 06 13
Prior year adjustments (0.6} -
Effect of changes in rate of deferred tax (3 0) 02
Income tax charge 72 105

The tax charge for the year ended 31 March 2016 represents a tax charge of £ 10 2m on ordinary activities and
a £3 Om credit in respect of a deferred tax tem previously recognised at 20% reversing in the current year
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7. Income tax (Group) continued

The tax charge for the year ended 31 March 2015 represents a tax charge of £10 3m on ordinary activites and a
tax credit of £0 2m n respect of a deferred tax tem previously recognised and subsequently reversed n the
current year

For the penod ended 31 March 2016, the Group 1s expected to make a cash payment to the UK Tax Authenties
of £16 4m which anises on the taxable profits made by the Group offset by the availability of losses within the
Group Of the cash payment due to the UK Tax Authorities of £16 4m, £8 Om was paid by instalments during the
year with the remainder of £8 4m due to be settled by instalments following the year

For the penod ended 31 March 2015, the Group made a cash payment to the UK Tax Authorties of £15 3m
which arose due to the taxable profits made by the group offset by the availability of losses Of the cash payment
due to the UK Tax Authorities of £15 3m, £7 5m was paid by instalments during the year ended 31 March 2015,
with the remainder of £7 8m settled by instalments in the year ended 31 March 2016

Therefore, in the period ended 31 March 2016, the Group made total cash corporation tax payments to the UK
Tax Authorities of £15 O0m which comprised of £8 Om payable in respect of the period ended 31 March 2016 and
£7 8m payable In respect of the period ended 31 March 2015, with the balance of £0 8m relating to a refund of
tax overpaid in respect of earlier years

8. Dividends (Group and Company)

The Group paid a dividend of £59 4m (2015 £38 5m) to its shareholders of which £0 7m was paid outside the
Group (2015 £0 7m) Dividends per share In the year were £59,400 (2015 £38,500)

The Company paid a dividend of £58 7m (2015 £37 8m) to its shareholders Dividends per share were £58,700
(2015 £37,800)

9. Intangible assets (Group)

Internally Separately Acquired
generated acquired intangible
assets assets assets Goodwill Total
£m Em £m £m £m

Cost
At 1 Apnl 2014 123 357 3089 370 3939
Additions 24 58 - - 82
Disposals (0 3) {2 1) - - (2 4)
At 31 March 2015 144 394 308 9 370 3997
Accumulated amortisation and impairment
At 1 April 2014 16 11 4 107 2 07 120 9
Charge for the year 16 39 228 - 28.3
Disposals (03) 20) - - (2.3)
At 31 March 2015 29 133 130 0 07 146 9
Net book value
At 31 March 2015 115 26.1 1789 36.3 2528
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9. Intangible assets (Group) continued

Internally Separately Acquired
generated acquired ntangible
assets assets assets Goodwill Total
£m £m £m £m £m
Cost
At 1 April 2015 14 4 394 3089 370 399.7
Additions 21 139 - - 16.0
At 31 March 20186 165 533 308 9 370 4157
Accumulated amortisation and impairment
At1 April 2015 29 133 1300 07 146 9
Charge for the year 14 68 229 - 311
At 31 March 2016 43 201 1529 07 178 0
Net book value
At 31 March 2016 12.2 33.2 156.0 363 237.7

The £0 7m balance of goodwill relating to the acquisition of CCSL was previously impaired as the value of this
subsidrary's fixed assets was written down to a nil net book value due to a lack of existing business opportunities
at the present time

Intangible assets include £5 5m {2015 £1 1m) of assets which are under construction and £nil of borrowing
costs arising from finance lease interest (2015 £0 5m) on developing The National Lottery Website

Acquired intangible assets relate to the benefits ansing from operating under the Third Licence for the National
Lottery and the value inherent in the Camelot brand as acquired by PLUK on acquisition of Camelot and CGSL
All intangible assets are held by subsidiaries of the Group or arise on acquisition, and no such assets are held
directly by the Company

The goodwill arising on acquisition 1s primanly attnbutable to the knowledge and expenence of the workforce
built up over many years of operating under a lottery licence in the UK

Impairment tests for goodwill

Goodwill 1s tested for impairment by allocating its carrying amount to cash generating units (CGUs) If the
recoverable amount of a CGU exceeds its carrying amount, the CGU and any goodwill allocated to 1t would be
regarded as not impaired The £36 3m of goodwill as at 31 March 2016 i1s allocated between Camelot (£35 Om)
and CGSL (£1 3m)

The goodwill of £0 7m relating to the acquisitton of CCSL has previously been written down to a nil net book
value due to a lack of existing business opportunities

Basis on which recoverable amount has been determined
The recoverable amounts of the CGUs are determined from value i use calculations
e For the Camelot CGU, this 1s based on the annual budget for the financial year ended 31 March 2016
and 5 year strategic plan, both approved by the Directors of Camelot Camelot will continue to generate
returns beyond the assessment period through to the end of the current Licence These future returns

are assumed to remamn at the level achieved in the final year of the strategic plan, with no growth rate
apphed, and
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9. Intangible assets (Group) continued

* For the CGSL CGU, the calculation 1s based on the proposed annual budget for the financial year ended
31 March 2016 and S year strategic plan approved by the Directors of CGSL No further returns are
forecast beyond the strategic plan peniod

No imparrment of goodwill was required as a resuli of the assessment performed

Key assumptions used in value in use calculations

When performing the value In use calculation, the level of sales and operating profit forecast are based upon
historic expenence, management's best estimate of future trends and performance taking account of industry
comparable data

The post-tax discount rate apphed to cash flow projections for the assessment is 4 50% (2015 4 91%)

The recoverable amount of the Camelot and CGSL CGUs 1s sensitive to changes in cash flows No change In
key assumptions that could be reasonably expected would result in an impairment

10. Property, plant and equipment (Group)

Plant and
Short equipment
Assets under leasehold and motor
construction improvements vehicles Total
£m £m £m £m
Cost
At 1 April 2014 25 25 128 2 133.2
Additions 06 - - 0.6
Transfers (09) - 09 -
Disposals - - (31) {31)
At 31 March 2015 22 25 126 0 1307
Accumulated depreciation and impairment
At 1 April 2014 01 11 44 2 454
Charge for the year - 03 130 133
Cisposals - - 31 {(31)
At 31 March 2015 01 14 541 556
Net book value
At 31 March 2015 2.1 11 71.9 75.1
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10. Property, plant and equipment (Group) continued

Plant and
Short equipment
Assets under leasehold and motor
construction 1mprovements vehicles Total
£m £fm £m £m
Cost
At 1 April 2015 22 25 1260 1307
Additions 213 - 01 214
Transfers (23 2) - 232 -
Disposals
At 31 March 2016 03 25 149 3 152 1
Accumulated depreciation and impairment
At 1 Apnl 2015 01 14 541 55.6
Charge for the year 00 03 145 148
Disposals
At 31 March 2016 01 17 68 6 704
Net book value
At 31 March 2016 0.2 08 80.7 817

The net book value of plant and equipment and motor vehicles held under finance leases 1s £29 8m (2015
£21 4m) Depreciation charged in the year in respect of these assets was £4 1m (2015 £4 1m)

Matenial amounts within the transfer figure for plant and equipment include an amount of £19 6m This related to
the roll-out of point of sale equipment at all retaller sites

All property, plant and equipment assets are held by subsidiaries of the Company, and no such assets are held
directly by the Company Plant and equipment of £10 4m was pledged as secunty by Camelot during the year

During the year the Group has made significant capital investment in the infrastructure needed to run The

National Lottery This includes increasing the retaller terminal estate, communications network and media
screens In line with the commitment made under the third Licence extension

11. Inventories (Group)

Group Group

2016 201

£m £m

Scratchcard tickets 0.5 05
Playshps, terminal rolls and other consumables 05 04
At 31 March 1.0 09

Inventory consumed during the year amounted to £24 9m (2015 £23 1m) No provision has been raised against
the inventory balance in the current year (2015 nil)
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12. Trade and other receivables (Group and Company)

a) Non-current assets

Group Group Company Company
2016 2015 2016 2015

restated
£m Em £m fm
Euromilions deposit 6.9 71 - -
Other receivables and prepayments 53 58 - -
At 31 March 12.2 129 - -

The Euromillions deposit provides security to other Euromshions participants for the Group's Euromiflions prize
payment obligations This amount (of the relevant part) will be repayable to the Group in accordance with the
Trust Deed and will remain on deposit until the end of the third operating License term

At 31 March 2016, the Group had on deposit £6 9m (2095 £7 1m) of funds in a restricted cash trust accounts as
a reserve for the protection of prize winners Although the Group cannot currently withdraw these amounts until
the end of the third operating Licence extension period, the interest on these accounts accrues to the Group

Other receivables and prepayments for the Group primarily relate to amounts paid in advance with respect to
maintenance contracts and operating leases for plant and machinery

included in the Group's other receivables and prepayments is £0 O0m (2015 £0 Om) in respect of amounts
receivable from Services aux Lotteries en Europe SCRL ('SLE') Further information on SLE 1s provided in note
28

b} Current assets

Group Group Company Company
2016 2015 2016 2015
restated

£m £m £m £m
Trust recevables 357.7 3378 - -
Trade receivables 278 336 - -

Amounts receivable from related parties - - 04
Accrued Income 83 78 - -
Prepaymenis 107 100 - -
At 31 March 404 5 3892 0.4 -

Trust receivables comprise the amounts due from the Trusts to the Group for unpaid prnizes of £291 4m (2015
£266 8m), together with amounts held in respect of future draws both in the form of advance sales and
interactive wallet balances of £66 3m (2015 £71 0m) In the 2015 comparative £337 8m has been reclassified
from financial assets to trust receivables

Trade recewvables of the Group primarily represent amounts due from retaslers As of 31 March 2018, the
Group’s trade receivables from retalers of £21 7m (2015 £31 2m) were not yet due for payment in accordance
with the normal payment cycle

As of 31 March 2016 of the Group's retaill trade recevables, £0 3m (2015 £1 2m) were impaired and provided
for The recoverability of trade receivables held with multiple retailers 1s impaired when debt becomes more than
90 days past due Balances due from independent retallers are impaired 6 weeks after the retaller's agreement
1s terminated Outstanding balances on our active retailer estate are impaired after 30 days

Other trade recewvables that are past due are considered impaired when it Is deemed uneconomical to pursue
recoverability of the debt At 31 March 2016, no other trade receivables were considered impaired or provided
for
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12. Trade and other receivables {Group and Company) continued

The ageing analysis of past due but not impaired or provided for trade receivables 1s as follows

Group Group Company Company

2016 2015 2016 2015

£m £m £m £m

7 days to 3 months 0.2 02 - -
3 to 6 months 0.1 00 - -
More than 6 months 0.0 01 - -
At 31 March 03 03 - -

The credit nsk policy that the Group operates means that the Group minimises iis exposure to past due debt
Details of the credit nsk policy are provided in note 14 and note 15

Movements on the Group and Company provisions for imparrment of trade receivables are as follows

Group Group Company Company

2016 2015 2016 2015

£m £m £m £m

At 1 April 1.2 06 - -
Provision for impairment of

trade receivables 0.3 10 - -

Utihsed (0.6) - - -

Unused amounts reversed {0.6) {0 4) - -

At 31 March 03 12 0.0 00

All movements In the provision for impaired receivables have been included 1n administrative expenses In the
Statement of Comprehensive Income The other classes within trade and other recewvables do not contain
imparired assets

The maximum exposure to credit nsk at the reporting date 1s the carrying value of each class of receivables
mentioned above With the exception of £5 7m (2015 £4 9m) n retaifer bonds, the Group and Company do not
hold any collateral as secunty

13. Cash and cash equivalents (Group and Company)

Cash at bank and in hand compnise Camelot bank accounts and short-term deposits Fixed and floating charges
have been given In respect of certain Camelot assets to the trustee and to Camelot's syndicated lenders
Camelot's cash balances can be analysed as follows

Group Group Company Company

2016 2015 2016 2015

Em £m £m £m

Cash at bank and in hand 199 734 3.0 3.0
Short-term deposits 43.3 265 - -
At 31 March 63.2 999 3.0 30

Amounts held in short-term bank deposits comprise amounts held in either deposit accounts or Money Market
Funds with interest earned rates at 31 March 2016 of 0 40% to 0 80% (2015 040% to 0 82%) Both types of
deposit are redeemable on demand

On 8 July 2010 the Company entered into a £55 0m committed Revolving Credit Facility which runs until 8 July
2016 with the option (at no cost) to extend matunty for a further three years The amount drawn under this
facility at 31 March 2016 was nit (2015 nil)
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13. Cash and cash equivalents (Group and Company) continued

The Group has a further £5 Om commutted revolving credit facility which expires on 8 July 2018 available for
utilisation by Group companies except Camelot and CGSL (2015 £5 0m) The amount drawn under this facility
at 31 March 2016 was nil (2015 nil)

14. Credit quality of financial assets (Group and Company)

External credit ratings are obtained for each trade receivable counterparty at the point the Group starts to trade
with that retaller to confirm the creditworthiness of the retaller See note 15 for detalls on the Group’s credit
control policy for trade recewvables

External credit ratings are obtarned for banks where the Group holds cash and short-term bank deposits At 31
March 2016, the credit ratings for the banks where financial assets totalling £41 2m (2015 £26 5m) are held In
deposit accounts with banks which have Mocdy's short-term credit ratings of P1 and £2 1 (2015 £nil) was held
in deposit accounts which have a Moody's short-term credit rating of P2 Money Market Funds used during this
and the preceding year each have Moody’s credit ratings of AAA Cash at bank and the trust accounts are held
with Royal Bank of Scotland plc , which has a Moody's credit rating of Baa1

None of the financial assets that are not yet due have been renegotiated In the last year

The maximum exposure to credit nisk at the reporting date is the carrying value of each class of financial assets
mentioned above

15. Financial risk management (Group and Company)

Exposure to credit, nterest rate, currency, iquidity and capital nsks arise in the normal course of the Group's
business The likely impact of these nsks, which are further mitigated by the Company's use of hedging
nstruments on borrowings, 1s deemed to be iImmaternial and therefore no sensitivity analysis has been presented
in these financial statements

a) Credit risk

Credit insurance 1s held for the vast majonity of the Group's multiple store retallers and management has a credit
policy in place and the exposure to credit rnisk s monitored on an on-going basis Credit evaluations are
performed on all customers at the point at which the Group starts to trade with that retailer If the uninsured
credit nsk exposure 1s significant, Camelot will request a bond as collateral to protect against any future payment
default This i1s held for a mimimum of two years, during which period payment patterns are monitored Amounts
invoiced to retalers are collected within three working days If a retailer fails to make payment on the due date,
the retailer's terminal i1s suspended until the debt is cleared Retailer agreements set out the Group’s credit policy
for late payments

Camelot has reviewed Its established credit policy and debt collection processes to ensure they are appropnate
and address the additional exposures to increased credit risk the current economic climate brings Management
1s confident that the current arrangements minimise the Group’s exposure in this area, however this continues to
be closely monitored

At the balance sheet date there were no significant concentrations of credit nsk The maximum exposure to
credit nsk s represented by the carrying amount of each class of financial assets in the balance sheet

The Group investment policy restricts investment to short-term money market deposits or Money Market Fund
deposits and only with counterparties that have strong credit quality and a strong capacity for timely payment of
short-terrn deposit obligations

The carrying value of financiat assets approximates to fair value
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b) Interest rate risk

The Group's £550m and £5 0m Revolving Credit Faciliies allow short term borrowings at floating rates of
interest

The Group's Term Loan borrowings are also at floating rates of interest although some cash flow hedging has
been undertaken using interest rate swaps under which the Group receives LIBOR and pays 0 775% on the
hedged amount, thereby significantly reducing exposure to interest rate risk

investments are predominately n fixed-rate deposit accounts which are redeemable on demand The average
rate of return on Money Market Funds used by the Group during the year was 0 42% {2015 0 40%)

¢) Foreign exchange risk

The Group is exposed to foreign exchange nsk on purchases that are denominated in a currency other than
GBP Sterling (£) The currencies giving nise to this nsk are prmanly U § Dollars ($) and Euros (€) During the
year, the Group did not participate in any foreign exchange hedging contracts due to the mimmal veolume and
value of foreign transacttons Transactions denominated in foretgn currencies are accounted for in line with our
accounting policy detailed in note 2(t)

Included within Administrative expenses in the Group Statement of Comprehensive Income are net foreign
exchange gains of £0 2m (2015 £0 3m)

d) Liquidity risk

Liquidity risk 1s the nsk that the Group will encounter difficulty in meeting its financial obligations as they fall
due This risk 1s managed to ensure that sufficient funding and hquidity 1s available to meet the expected needs
of the Group together with a prudent level of headroom to allow for cash flow vanations

In addition to its own free cash flow, the Group has access to revolving credit faciities outlined in note 13 These
contain covenants including a maximum level of leverage and minimum levels of interest and debt service cover,
all of which the Group has met The undrawn level of these facihities together with the Group’s cash balances
are the key measures of the Group’s liquidity

The Group's cash 1s subject to regular daily, weekly and monthly cycles that are factored into long-range cash
flow forecasts which are regutarly updated and reviewed by management These forecasts determine adequacy
of the Group's hquidity faciities and the timing of drawings and repayments under the above facilities

Liguidity 1s centralised through cash pooling arrangements and any surplus cash 1s deposited with well rated
banks or Money Market Funds, typically for a term of between one day and three months depending on
projected cash flow requirements

The table below analyses the Group's financial habiities into relevant maturity groupings based on the remaining
penod at the balance sheet to the contractual maturity date The amounts disclosed are contractual
undiscounted cash flows Balances due within 12 months equal ther carrying balances as the impact of
discounting 1s not significant

Mature Mature Mature in
Mature inless between 1and between 2and  greater than 5
than 1 year 2 years 5 years years
£m £m E£m £m
At 31 March 2015
Finance lease obligations 95 89 204 00
Term loan 300 450 1900 00
Eurobond 00 00 00 1000
Trade and other payables 5504 06 15 04
At 31 March 2016
Finance lease obligations 16 10.3 18.5 00
Term loan 450 450 1750 0.0
Eurobond 00 00 00 1000
Trade and other payables 537.1 08 12 0.3
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15. Financial risk management (Group and Company) continued

The Group’s current credit facility comprises Eurobond loan notes of £400 O0m {2015 £100 0m), which mature In
greater than 5 years

e) Capital risk

The Group’s financing arrangements include revolving credit facihities outlined in note 13, the Term Loan
described in note 17 and finance lease agreemenis Under these arrangements the Group’s surplus cash flow 1s
predominantly utilised in the repayment of the Term Loans and payment of interest and capital on the Eurobond

The Company has secured adequate capital resources through its trading and banking faciities to continue In
operational existence for the foreseeable future

f) Fair value estimation

The table below analyses financial instruments held at fair value, by valuation method The levels have been
defined as follows

o Level 1 - Quoted prices {unadjusted) in active markets for identical assets or liabilities

« Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset
or hability, either directly (that is, as prices) or indirectly (dernved from prices)

¢« level 3 - Inputs for the asset or liability that are not based on observable market data

The following table presents the Group’s assets and liabilities that are measured at fair value at 31 March 2015
and 2016

Level 1 Level 2 Level 3 Total
Liahility £m £m £m £m
At 31 March 2015
Derivative asset used for hedging - (01) - {0.1)
Total Liability - (01) - {0.1)
Liability
At 31 March 2016
Derivative hability used for hedging - (0 2) - (0 2)
Total liabilities - (0.2) - (0.2)

Specific valuatton techniques applied to value financal instruments include the far value of interest rate swaps,
calculated as the present value of the estimated future cash flows based on observable yield curves
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16. Derivative financial instruments (Group)

2016 2015
Interest rate swaps. Cash flow hedges £m Em
Liability {02) 0 1)
At 31 March {0.2) (0.1)

At 31 March 2016 the Company held interest rate swaps executed in 2012 with a notional principa! of £64 Om
(2015 £104 Om) fixing LIBOR at 0 775%

The hedging contracts are valued independently based on interest rate yield curves As at 31 March 2016 the
value of the swap contracts was a £0 2m net hability (2015 £0 1m net hability) Fluctuations in the value of the
hedging contract are recognised through Other Reserves in equity {refer to note 23)

17. Financial liabilities — borrowings (Group and Company)

a) Current liabilities: amounts falling due within one year

Group Group Company Company

2016 2015 2016 2015

£m £m £m £m
Finance lease obligations 116 95 - -
Term loan 450 300 - -
Fees incurred on arranging Term loans (0.7) (07) - -
Loan due to related party - - 161 -

At 31 March 55.9 388 16.1 00

The carrying value of current financial iabiities approximates to fair value

b) Non-current liabilihes' amounts falling due after one year

Group Group Company Company

2016 2015 2016 2015

£m £m £m Em

Finance lease obligations 288 294 - -
Term loan 2200 2350 - -
Fees incurred on arranging Term loans {2 4) (24) - -
Eurobond loan notes 1000 1000 1000 1000
At 31 March 346.4 3620 1000 1000

Financing arrangement fees are amortised over the term of the loans using the effective interest rate method

Non-current liabilities meclude the balances repayable on the term loan falling due after one year less the
unamortised arrangement fees

Other non-current financial liabilities of the Group consist of Eurobond loan notes registered with the Channel
Islands Stock Exchange All of the loan notes are held by 2247622 Ontario Limited, a subsidiary of the
Company's ultimate parent, Teachers’

Finance leases primarily relate to National Lottery terminals and software
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17. Financial liabilities — borrowings (Group and Company) continued

c) Interest rate profile of financial habilities

The interest rate profile of the debt 15 as follows

Restated Restated

Floating rate Fixed rate

Liabilities 2015 % £m % £m
Term loan LIBOR + Margin% 2650 -
Eurobond loan notes - 125 1000
Finance leases - Vanous 389
2650 1389

Interest rate swaps '12 17 Receive LIBOR (104 0) 07750 1040
Net fixed/floating principal 161.0 2429
Capitalised fees - {31)
Total borrowings 161.0 2398
Floating rate Fixed rate

Liabilities 2016 % £m % £m
Term loan LIBOR + Margin% 2650 -
Eurobond toan notes - 125 1000
Finance leases - Varnous 404
2650 140 4

Interest rate swaps Receive LIBOR (64 0) 0775 64 0
Net fixed/floating principal 201.0 204 4
Capitalised fees - (34)
Total borrowings 2010 2010

On 31 May 2016 the Company entered into further interest rate swaps with an tial notional principal of
£130 Om fixing LIBOR at 0 753% from 30 June 2016 until 30 September 2019

18. Trade and other payables (Group and Company)

a) Current liabilities

Group Group Company Company

2016 2015 2016 2015

£m fm £m £m

Prize hability 2971 2939 - -
Advance receipts for future draws 504 496 - -
Amounts payable to the NLDF 27.3 550 - -
Lottery duty payable 738 714 - -
Trade payables 255 142 - -
Other payables 270 280 - -
Accruals and deferred income 360 383 31 31
At 31 March 537 1 550 4 31 31

Other payables represent deposits received from, and pnizes won by players which are held in therr interactive
wallets The Group holds an amount In the respect of this balance in the Interactive Trust account
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18. Trade and other payables (Group and Company) continued

The Prize liability represents both unclaimed prizes and amounts planned for future prize payments and at 31
March 2018, the Group had transferred £289 8 (2015 £265 3m) into the relevant trust accounts to meet these
habilittes Advance receipts for future draws represent the mult-draw and subscription payments relating to

future draws

b) Non-current liabilities

Group Group

2016 2015

£m £m

Accruals 23 25

19. Deferred taxation (Group)

Deferred taxation assets and labihties are offset when there 1s a legally enforceable nght to offset current

taxation assets with the current tax liabilities

Outstanding offset amounts are as follows

Group Group

2016 2015

Deferred tax assets £m £m

Deferred tax asset to be recovered after more than 12 months 48 38

Deferred tax asset to be recovered within 12 months 02 03

At 31 March 50 41

Group Group

2016 2015

Deferred tax liabilities £m £m
Deferred tax liability to be recovered after more than 12 months (27.1) (34 9)
Deferred tax hability to be recovered within 12 months {4.9) (4 9)
At 31 March (32.0) (39 8)
Deferred tax liabilities (net) (27.0) (357)
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19. Deferred taxation (Group) continued

The gross movement on deferred iIncome tax balances 1s as follows

Accelerated Other
capital Cashflow temporary
allowances Provisions hedges differences Total
£m £m £m Em £m
At 1 April 2014 (32) 39 (02) (40 5) (40 0)
(Charged)/credited in the Statement of
Comprehensive Income (06) 02 02 45 43
At 31 March 2015 (38) 41 00 (36 0) {357)
At 1 April 2015 (38) 41 00 (36 0) (357)
Credited in the Statement of 08 00 00 41 49
Comprehensive Income
Change n tax rate 04 {0 4) 00 38 38
At 31 March 2016 {2 6) 37 oo {28.1) {27.0)
20. Provisions for liabilities and other charges (Group)
Terminal and
data Long term
communication incentive
related Property Restructuring plan Total
£m £m £m £m £m
At 1 April 2014 71 25 05 88 189
Charged to Statement of 04 03 17 35 59
Comprehensive Income
Utilised in the year (01) - (17) {2 6) (47)
At 31 March 2015 71 28 05 97 201
At 1 April 2015 71 28 05 97 201
Charged to Statement of 12 20 33 32 97
Comprehensive Income
Utiised in the year - - (0 4) 37) {41)
At 31 March 2016 8.3 48 34 9.2 257
Provisions have been analysed between current and non-current as follows
2016 2015
£m £m
Current 53 44
Non-current 204 157
At 31 March 257 201
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20. Provisions for liabilities and other charges (Group) continued

Terminal and data communications related provisions include

. A provision for the cost of decommissioning existing terminals and communications equipment held at
retaller sites, and disposing of these assets at the end of the third Licence extension pernod

. Amounts In respect of lost or destroyed terminals and associated contractual costs This provision will
be fully utihised by the end of the third Licence extension period

Property provisions comprise the dilapidation provision which 1s the current best estimate of the cost of bringing
certain premises, held under operating leases, back to therr onginal state as required by the lease agreements
The provision will be utilised as these lease agreements terminate

During the year it was 1dentified that an element of two lease obhgations had becormne onerous In accordance
with IAS 37, Camelot has fully provided for the future onerous lease obligation within the 31 March 2016 financial
statements The onerous lease contracts extend until 2018 and 2023

The restructuring provision relates to future severance costs resulting from the internat restructuring which are
expected to be paid within 12 months of the balance sheet date

The long term incentive plan provision relates to future amounts payable to senior management in ine with the

Company’s performance critena when the Company has a present legal or constructive obligation to incur this
cost

21. Investment in subsidiaries (Company)

The Company holds an investment of £154 Om 1n PLUK (2015 £154 0m)

22.Share capital (Group and Company)

The Group's immediate parent undertaking i1s PLIUK The ultmate parent undertaking 1s Teachers'

a) Authorised and allotted share capital

2016 2015
Authorised £ £
990 ordinary 'A’ shares of £1 each (2015 990) 990 990
10 preference ‘B’ shares of £1 each (2015 10) 10 10
At 31 March 1,000 1,000
b) Analysis of shareholding
Number of ‘A’ Number of ‘B’ Percentage holding
shares shares %
Premier Lotteries Investments UK Limited 990 3 993
Fourmoront Corporation - 7 07
At 31 March 2015 990 10 100
Premier Lotteries Investments UK Limited 990 3 99 3
Fourmaront Corporation - 7 07
At 31 March 2016 990 10 100
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¢} Rights and obligations

Income and capitai

Income and capital 1s distrnbuted amongst the holders of all Ordinary Shares pan passu as If the same
constitutes one class of share

Class consents

Except with the prior consent or approval in writing of the holders of all of the relevant class of shares, the
Company shall not modify or vary the nghts attaching to any class of its shares {unless the modfication or
vanation affects all classes of shares similarly)

Voting and other rights

in respect of voting and all other rights (other than as provided for in article 5A of the Company's articles of
association) the respective classes of all the ‘A’ and 'B’ ordinary shares shall be pan passu as if the holders of all
the ‘A’ and ‘B’ ordinary shares constituted one class of share

23. Reserves (Group and Company)

Foreign Other Retained Total
exchange reserves earnings  equity
reserve
Group £m £m £m £m
At 1 April 2014 - 07 (1785) (178.8)
Profit for the financial year - - 323 323
Foreign exchange losses (02) - - (0.2)
Cash flow hedges
- Farr value gains - (10) - (1.0}
- Tax thereon - 02 - 02
Dividends paid - - (385) (38.5)
At 31 March 2015 {0.2) (0 1) {(1857) (186 0)
Foreign Other Retained Total
exchange reserves earnings equity
reserve
Group £m £m £m £m
At 1 April 2015 {02) {0 1) {1857) (1860)
Profit for the financial year - - 435 435
Foreign exchange losses {01) - - (0 1)
Cash flow hedges
- Farr value gains - {(01) - (0 1)
Dividends paid - - (594) (594)
At 31 March 2016 (0.3) {0 2) (201.6) (202.1)

The Group holds cash flow hedging contracts with the providers of the bank loans to hedge exposure to interest
rate fluctuations {see notes 16 and 17} The movement in other reserves represents unrealised gains or losses
on fluctuations in the value of the hedging contracts, net of tax Realised costs of £0 2m (2015 £0 3m) have
been recogrised within finance costs
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23. Reserves (Group and Company) continued

Retained Total

earnings equity
Company £m £m
At 1 April 2014 457 45.7
Profit for the financial year 46 8 46 8
- Dividends paid (378) (378)
At 31 March 2015 54.7 54.7

Retained Total

earnings  equity
Company £m £m
At 1 April 2015 547 547
Profit for the financial year 43 3 433
- Dividends paid (587) (587)
At 31 March 2016 39.3 393

As permitted by section 408 of the Comparntes Act 2006, the income statement of the Company has not been
presented in the financial statutory financial statements The profit for the financial year was £43 3m (2015

£46 8m)

24. Cash generated from operations

Group Group Company Company
2016 2015 2016 2015
£m £m £m £m
Profit for the financial year 43.5 323 43.3 46 8
Adjustments for
- Income tax 7.2 105 {1.6) (16)
- Depreciation and amortisation 459 415 - -
- Profit on disposal of fixed assets - -
- Interest income (0 3) (0 2) . -
- Interest expense 222 235 12.5 125
118.5 107 6 54 2 577
Changes n working capital
- Inventonies {0 1) 01 - -
- Trade and other receivables (14.5) (10 8) (0 3) -
- Trade and other payables (13.3) 197 06 -
- Provisions 5.6 11 - -
(22.3) 101 0.3 -
Cash generated from operations 96.2 177 54.5 577
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25. Financial commitments and contingent liabilities (Group and
Company)

At the year end, capital expenditure relating to purchase of property, plant and equipment totaling £0 3m
{inclusive of VAT) was contracted for in the year but not yet incurred (2015 £0 2m)

Fixed and floating charges have been given on certain assets to the Trustee and to the Group's lenders (see
note 17)

Other than those noted above, there are no significant contingent labiites pertaining to the Group or the
Company

26. Operating leases (Group)

At the balance sheet date, the Group has commitments under non-cancellable operating leases that fall due as
follows

2016 2016 2015 2015

Land and Plant and Land and Plant and

buildings machinery buildings machinery

£m £m £m £m

- Within one year 44 9.8 55 92
- Between two and five years 137 35.5 179 349
- After five years 40 159 99 246
22 1 61.2 333 68 7

No operating leases are held by the Company Operating leases held by the Group primarily relate to building
leases and use of third party satellite communications network contracts

27. Pension arrangements (Group)

Employees began making contributions to the Group Personal Pension Flan in August 2011, which 1s accounted
for as a defined contribution scheme In line with new UK legislation the Group now auto-enrols employees into
the pension scheme The first payroll deductions for automatically enrolled employees were made in January
2014 All amounts payable under these schemes are charged to the Statement of Comprehensive Income as
they fall due, and totalled £2 4m n the current year (2015 £2 6m)

28. Related party transactions (Group and Company)
The Company transacted with its fellow group companies, CBSL, Camelot, PLIUK and PLUK, during the year

2016 2016 2015 2015

Sale of Amounts due Sale of Amounts due

services from related services from related

party party

£m £m £m £m

Premier Lotteries UK Limited - 03 - -
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28. Related party transactions {(Group and Company) continued

2016 2016 2015 2015
Purchases of Amounts due Purchases of Amounts due
services to related services to related party
party
£m £m £m £m
Premier Lottenies Investments UK Limited - 16.1 -

In additton, £0 4m (2015 £0 6m) was receved from Camelot Business Solutions Limited, and £0 7m (2015
£1 5m) was recewved from Camelot UK Lottenes Limited in respect of group taxation relief during the year

In addition to the Sale and Purchase of Services identified above further intercompany recharges have ansen in
relation to the settlement of group-wide costs

2016 2016 2015 2015

Recharges to Recharges Recharges to Recharges

the Company from the the Company from the

Company Company

£m £m £m £m

Premier Lotteries UK Limited 03 - - -

During the year under review, Camelot entered Into the following transactions with SLE, a société cooperative a
respeonsabihte imitée incorporated in Belgum The main purpose of SLE 1s to provide services to lotteries in
Europe which participate in the EuroMillions game The head office 1s located in Belgium at the address Avenue
de Terveuren 448, Bruxelles, Belgium, 1150

2016 2015

£m £m

Purchases 0.9 07
Amounts due to SLE 02 02
Net income 0.1 01
Amounts due from SLE 0.0 00

In addition, the Company recewed £0 8m (2015 £1 5) from Camelot UK Lottenes Ltd, £0 3m {2015 £0 6m) from
CBSL, and £0 1m from CGLSL in respect of group taxation relief during the year

The Company 1s controlted by PLIUK PLIUK 1s the only company to consolidate the Company's financial
statements The Company's ultimate owner 1s Teachers’

Loans due to related parties

The Company's Eurgbond loan notes are held by 2247622 Ontario Limited, a subsidiary of the Company's
ultimate parent Teachers’ The Eurobond incurs a fixed rate of interest of 125% and there are no fixed
repayment dates The Company has made repayments of nil (2015 £6 3m) resulting in the total Eurobond
balance as at 31 March 2016 being £100 O0m (2015 £100 O0m) The Company has capitalised interest of nil
{2015 nil) on the loan dunng the year ended 31 March 2016 with a total amount due for interest as at 31 March
2016 of £3 1m (2015 £3 1m)

Key management compensation

The Company has no employees and the directors are remunerated for their qualifying services by CBSL or the
Company's ultimate parent, Teachers’ Therefore there are no staff costs in the Company

45




Premier Lotteries Capital UK Limited

Notes to the Financial Statements continued

29. Subsidiary undertakings

Name Country of Nature of the business Type of Proportion of

incorporation shares held shares held by

the immediate

parent

Premier Lotteries UK Limited” UK Holding Company Ordinary 100%

Preference 0%

Camelot UK Lotteries Limited UK UK National Lottery Ordinary 100%

operator Preference 0%

Camelot Global Services UK Holding company Crdinary 100%
Limited

Camelot Global Services USA Lottery consultancy Ordinary 100%

(North Amenica) Inc

Camelot Commercial Services UK Commercial Services Ordinary 100%
Limited

Camelot Business Solutions UK Business Services Ordinary 100%
Limited

Camelot Global Lottery UK Project management Ordinary 100%

Solutions Limited Preference 30%

Camelot Lottenes Limited UK Dormant Crdinary 100%

National Lottery Enterprises UK Dormant Ordinary 100%
Limited

CISL Limited UK Dormant Ordinary 100%

Wholesale Commercial UK Dormant Ordinary 100%

Collections Limited

* Directly held by Premier Lottenes Capital UK Limited

The subsidianes shown above as ‘dormant’ have share capital, equal to net assets, of £6 in total This amount
represents the Group's cost of investment in these subsidiaries They are not matenal for the purpose of giving a
true and farr view for these financial statements and therefore have not been consolidated, in accordance with
Companies Act 2006 s 393 The registered office for these companies 15 at Magdalen House, Tolpits Lane,
Watford, Hertfordshire, WD18 9RN, United Kingdom
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Company Addresses

Head Office Registered office

Magdalen House Magdalen House

Tolpits Lane Tolpits Lane

Watford WD18 9RN Watford WD18 9RN

United Kingdom United Kingdom

www camelotgroup co uk

01923 425 000 Registered in England and Wales

No 07193500

Incorporated and domiciled 1n England

Independent auditors
PricewaterhouseCoopers LLP
Chartered accountants and statutory
auditors

1 Embankment Place

London

WC2N 6RH

Bankers

The Royal Bank of Scotland Plc
London Corporate Service Centre
PQ Box39592

2 Y2 Devonshire Square

London

EC2M 4XJ
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