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Founded in 1934, Willlam Hill 1s one of the feading providers of fixed odds bookmaking
services, offering odds and taking bets on a wide range of sporting and other events, as
well as offering amusement with prizes machines and fixed odds betting terminals in
licensed betting offices and operating online casino, pcker and games sites as well as two
greyhound stadia

It 1s a market leader in all major betting channels in the UK with an established
international presence through its online busmess
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Financial Highlights

Highlights include the following
Gross win up 15% to £931 3m (2005 £807.7m)

Profit on ordinary activities before finance charges and exceptional items up 19% at
£292 2m (2005 £2450m)

. Cash generated from operations before tax and interest up 30% to £313 9m (2005
£242 0m) which represents 107% of operating profit

. Basic earnings per share (EPS) pre exceptionals up 24% to 45 5 pence (2005 36 6 pence)

. Proposed final dividend up 19% to 14 5 pence per share (2005 12 2 pence per share}
payable on 5 June 2007 to shareholders on the register on 27 Apnl 2007

. The Group has purchased 43 3m shares for £257 Om via on-market share buy-backs
between July 2005 and December 2006

Pians well developed to exploit opportunities in Spain and Italy in conjunction with our
partners, Codere

In the nine weeks to 27 February 2007, the Group’s gross win has increased by 11% At this
early stage In the year, the Board remains comfortable with consensus expectations




Chairman'’s Statement

2006 has been a successful
year with the Group
realising the full-year
benefits of the Stanley Retall
acquisition and benefiting
from good organic growth
throughout the rest of the
business Profit before
finance charges and
exceptional items was 19%
higher than last year and
earnings per share
excluding exceptional items
mcreased by 24% To reflect
this, the Board s proposing
to increase total dividends
for the year by 19%

The period was boosted by the World Cup
and the continued growth in FOBTs We
also continued to mantain a tght control
over costs In addivon, our acquisit:on of
Stanley Leisure plc’s betting shops in the
UK, Republic of Ireland, the Channel
islands and the Isle of Man has
substantially improved our competitive
position in the UK and gsven access to the
Insh betting market The integration of the
business into the existing Willlam Hill
estate was completed on schedule by the
end of the first quarter of 2006 We
beheve that the £13m of synergies and
other benefits prormised at the ime of the
acquisiion have already been delvered,
with more gains to come

During 2006, we have also made
significant progress in developing our
international business We will shortly
enter INto Joint venture agreements with
Codere to exploit new opportuniies
Spain and italy Codere 15 a leading
Spanish garming group which operates
siot machines, bingo halls, sports betung
outlets, racetracks and casinos in Spain,
ltaly and Latin America We think that in
Codere we have found a partner with a
simitar culture and attitude to ourselves
and we are confident that this partnership
has the potential to deliver long-term
value for both sets of shareholders

We continue with our three-year
programme to upgrade our core
bookmaking systems which, when

complete, 15 intended to provide
significant business benefits and give our
custormers the convenience of betting
across our channels through a single
account The importance of this
programme 15 emphastsed by the keen
competition experienced in 2006 in the
interactive sector and the disadvantage
we are currently operating under due to
the age and inflexibiity of our legacy
technology platform

2006 has also been a busy peniod in the
field of regulation The Gambling
Commussion has continued 1o consult
widely with the betting and gaming
industry as they prepare detalled
condmons, codes, standards and guidance
under the Gambling Act 2005 in e for
the deadline imposed by DCMS of
September 2007 for the new regulatory
regime to become effective Overall, we
welcome the establishment of the
Gambling Comrmussion as a strong and farr
regulator who should ensure that the UK
ndustry maintains s strong reputation
for probity and integnity We have been
heawly involved in detalled consultat:ons
with the Gambling Commussion with a
view to ensunng that the regulations
produced are fair and proportionate We
have concerns that some of the detalled
regulations are still not published i final
form and that some consultatons are stl
ongoing at this late stage Consequently,
we are concerned about the tme given to
the industry to implement the detailed
requirements i tme for September
where technicat changes to systems and
equipment are needed We shall continue
our discussions with the Gambling
Commission to press for practical and
proportionate regulation

There are also a number of provisions,
which the Gambling Act 1s expected to
introduce, which should be beneficial to
the betting industry including longer
opening hours in the winter, the
classification of FOBTs as gaming
machines and the introduction in LBOs of
£500 jackpot machines. Other provisions
including the removal of the demand
critena coukt also impact our estate
although we believe that this may not be
sigruficant over the longer term

The Government has announced that it
had deaded to retain the Horserace
Betung Levy Board and the associated
horserace betting levy scheme for the
time being Ths follows the conclusion of

an investigation of the future funding of
the UK horseracing industry by an
independent committee under the
chairmanship of Lord Donoughue, which
concluded that there s no current
commercial alternative funding
mechanism

Angther independent committee also
under the charrmanship of Lord
Oonoughue also concluded its
investigatton of the starting pnce
mechanism 1in 2006 The changes made
have been controversial with a number of
commentatars criticising them as being
detnmental 1o punters However, as they
have widened the sample of the
bookmaker prices included, we believe
that they are a fairer reflection of the
actual prices pertaining and will be seen
10 be beneflaal for horse-racing in the
long term

There have been two changes to the
Boards composition in 2006 In March,
Simon Lane joined the Board as Group
Finance Director Simon brings a wealth of
expenence from the leisure and retail
sectors and has already made a significant
tmpact in November, Tom Singer left the
Board to pursue other interests | would
like to thank Tom: for the significant
contrbution he has made to the business
since joining the Group in 2002, initially as
Group Finance Director where he played
an autstanding role in connection with
the flotation of the Group and more
recently as Chief Operating Officer
assisting In the integration of the Stanley
Reta)l acquisition

The Board s proposing a final dvidend of
14.5 pence per share which combined
with the intenm diadend of 7 25 pence
per share results in total dividends for the
year of 21 75 pence per share, a 19%
increase on the total dividends paid in the
comparable penod

In the nine weeks to 27 February 2007,
the Group's gross win has increased by
11% and costs rernarn under control At
this early stage of the year, the Board
remains comfortable with consensus
expectations.

Finally, I would like formally to thank all
our colleagues for their hard work in 2006
and wish themn further success for 2007

Charles Scott
Chairman
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Chief Executive’s Review

2006 has seen the Group's strategy of
generating organic growth, exploiting
new platforms and executing value-
enhancing acquisittons continue 1o deliver
long-term value for shareholders The
Group praduced a strong profit
performance In the penod, fully
leveraging the benefits of the Stanley
Retall acquisition, which was completed in
June 2005 The year has also seen a strong
performance from FOBTs and the impact
of the World Cup, both of which have
boosted year-on-year gross win growth
while operating expenses continue to be
kept under tight control Consequently,
profit on ordmary activities before interest,
taxaton and excepticnal items was up
19% to £292 2m (2005 £2450m) and
earnings per share were 45 5p, a nse of
249 {after adjusting for last year's
exceptional items) compared to 2005

In recognitian of these excellent results,
the Board 1s recommending a final
dividend of 14 5 pence per share, taking
the full year dvidend 1o 21 75 pence, an
increase of 19% on last year

Retall channel

The Reta:l channel’s gross win grew by
18% 1o £736 0m (6% excluding Stanley
Retail) and pre-exceptional profit
increased by 24% to £225 9m (9%
excluding Stanley Retall)

Within the onginal William Hilt estate
{excluding Stanley Retall}, total gross win
ncreased by 6% year-on-year In this part
of the estate, gross win from over the
counter {OTC) was flat while FOBT/AWP
gross win was up 18%

LBOs in the Stanley Retail estate
performed better year-on-year than those
in the original Willarm Hill estate with
gross win growing by 7% for the full year
and second half gross win growth of 10%
achieved For the year as a whole, FOBT
gross win grew by 18% and OTC gross
win increased by 496

The average number of FOBTs in the
onginal Wiliam Hill estate increased to
6,034 (FY 2005 5,892) in the penod and tn
the Stanley Retail estate the average
number of FOBTs was 1,567 compared to
1,539 1 the second half of last year The
average net profit per machine per week
in the Willam Hill estate was £494 (FY
2005 £402) and in the Stanley Retail

estate was £346 (second half of 2005
£287) The improved profitability i both
estates was due to a combination of
greater gross win per machine and better
contractual terms with our main FOBT
supplier Leisure Link, which were effective
from May 2005 However, the imposition
of Armusement Machine Licence Duty in
August 2006 has adversely affected
average weekly profitability of each
terminal by £38

The average number of AWPs traded in
the pernod fell to 303 1n 2006 (FY 2005
353) within the Wilham Hill estate in the
Stankey Retail estate, the average number
traded alsc fell from 386 AWPs in the
second half of last year to 314 1n 2006

Non-exceptional costs in the channel
were up 16% (5% excluding Stanley
Retail} Excluding Stanley Retail, there
were minimal increases in staff costs due
to reduced overtime and premium
payments under the new LBO staff
employment contracts and productmty
improvements resulting from the
nvestment in EPOS FOBT rentals fell due
to more favourable contractual terms,
which are exclusively profit-share based,
and AWP rentals fel} due to the reduction
in the number of machines in the estate
Savings were also made due to a higher
portion of VAT expense being recoverable
following the change In 1ax regime for
FOBTs These savings were offset by
increased provisions for staff bonuses,
increases In rent and rates due to
increased LBO numbers and rent reviews,
higher energy costs reflecting general
market conditions, and depreciation and
maintenance charges as a result of
intreduang new text and EPOS systems.
There were no exceptional costs in the
current year The prior penod exceptional
costs related to the integrauon of the
Stanley Retail acquisition

We completed 233 development and LBO
refurthshment projects in 2006 including
50 new licences, 70 extensions and restes
and 113 LBO fittings Qverall, we spent
£40 1m on estate development in 2006

At 26 December 2006, we had 2,165 LBOs
in the United Kingdom, 9 1n the Channel
Islands, 2 in the Isle of Man and 48 in the
Republic of Ireland, a total of 2,224

2006 has seen the introduction of the
capability to take a wider range of Tote

Direct bets across the estate, which has
been favourably receved by our
customers We also completed the rollout
of our new text system and an EPOS
system throughout the Stanley Retal
estate during the period and Iin
consequence the entire estate has been
running on identical systems since the
end of March

Telephone channel

Telephone gross win grew by 8% to
£57 5m and operating profit increased by
28% to £167m

The channel benefited from the World
Cup and increased football betting in
general as well as more nermal
horseracing results In addition there was
some favourable hugh roller activity
especally (n the second haif of the year

Costs In the channel were up 5%
prinaipally due to igher marketing spead
focused around the World Cup

We ended the year with 160,000 active
telephone customers (27 December 2005
174,000

Interactive channel

Interactsve gross win increased 6% to
£130 5m and operating profit showed a
small increase to £61 5m

Growth In Interactive sportsbock grass
win was modest in the pencd when
compared 1o our expectations at the
beginning of the year Since we launched
our Interactive channel in 1999, we have
fully exploited our legacy bookrnaking
and chent management systems but it
has become increasingly clear that the
Interactive sportsbook 1s being impacted
by the relative Inflexibility of our current
technology configuration Qur NextGen
technology programme s designed to
rectify these 1ssues and deliver systems
clearly supenor to anything currently
available to our major competitors By the
end of 2007, this programme 15 expected
to deliver a number of enhancements and
give us a flexible pladform to more easily
introduce better products gotng forward
We anticipate that these changes will be
undertaken alongside the technical
changes required by the Gambhing
Commussion, which are yet to be
finalised




Despite the hmitations of our current
systems, we continued to Increase our
range of In-running betting opportunities
on our sportsbook and we launched 10
new arcade games during the pernod that
expanded our offering to 20 games

Poker and Castno has also had &
challenging second half after an
encouraging start to the year These
products have been affected by strong
competiton particulady following the
withdrawal of many operators from the
US market in Septemnber 2006, which has
impacted poker site lquidity in general
and made the competition for European
customers more intense We continue to
have confidence In the long-term
prospects of these products and in
December 2006, we extended our
contract with our poker and casino
software partner, Cryptologic As part of
the new contract, Cryptologic have made
a significant commitment in respect of
game and other product development

In October 2006, we deaded to dose our
Interactive TV (WHTV} channel following a
review of its operations and the
conclusion of a tnal broadcast of its
cantent into our LBOs, Whilst we have
exited this particular arrangement, we
remain committed ta the strategy of
supplying customers with a means to
place bets on an interactive TV platform
and of supplying tailored content to our
own LBOs, once we have identified a
profitable and cost effective means of
doing so

In January 2007 we launched internet skilt
gaming in partnership with
GarmeAccount, the world's fargest
integrated network of skill-based games
Accessible through a tab on Witham Hili's
homepage, the fully integrated browser-
based skill games avallable on the ste
include multiplayer blackjack, gin rummy

and backgammon We also launched an
interactive bingo game In partnership
with Virtue Fusion in January Early
indications of trading from both these
ventures are encouraging

Total active accounts increased to 405,000
as at 26 December 2006 (27 December
2005 341,000)

Costs in the channel increased 10%
mainty due te higher marketing spend,
higher technology charges and closure
costs of WHTV

Operating expenses

Expenses (net of operating income) for
the Group were £4453m, an increase of
15% (6% excluding Stanley Retail)

Excluding Stanley Retal, staff costs {which
represented roughty half of our total
costs) increased 7% in 2006, mainly
reflectung provisions for profit based
incentive schemes. Excluding these
provisions from thus period and the
comparative perod, staff costs have nsen
by 2% reflecting a 3% general pay award
and an increase in the number of LBOs
now trading, partly offset by an
improvement in productivity drven by
the rolfout of EPQS Property costs, which
represented 17% of our total costs, were
up 12% over the comparable pernod
reflecting tugher energy costs and
increases in rent and rates, in part dnven
by an increase in average LBO size and an
increase in the number of LBOs

Depreciation costs increased 38% with the
full year effects of the rollout of EPOS and
text systems along with the supporting
technology, although this was partly
offset by staff costs savings. The cost of
prowding pictures and data to our LBOs
was up 7% over the comparable perod
due to the increased size of the estate and
price increases. Advertising and marketing
costs were up 22% over the comparable

penod reflecting World Cup and other
more general web-based advertising and
promotions

Stanley acquisition

The integration of the Stanley Retail estate
was completed by the end of March 2006
in accordance with the plans we drew up
In 2005 Key tasks achieved in 2006 were
the completion of the re-branding of the
LBOs, installation throughout the Stanley
Retail estate of the same version of EPOS
and audio-visual text systems already
deployed in the Willam Hill estate and the
dosure of the Stanley Retail head office
The Stanley Retail estate has delivered
strong gross win growth i 2006,
particularly tn the second hatf with gross
win growth of 10% achieved year-on-year
We remain confident that the acquisition
will deliver the synergies and other
benefits of up to £20m we anticipated at
the end of 2005, which compares
favourably with the origmal estimated
synergies at the time of the acgusiton of
£13m

Regulatory development

The Gambling Commuission has now been
established and the Commusston and
DCMS are in the process of developing
the regulations, conditions, standards and
guidance under the Gambling Act 2005
and the Commussicn will take over its
duty to pramote the licensing objectives
under the Act with effect from

1 September 2007

The Group 15 prepanng for the
implementation of these detailed
requirements. We have been heavily
involved in dialogue with the Comerussion
bath by ourselves and via our trade
associations, with a view to ensunng that
approprate and propartionate regulations
are implemented However, we remain
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concerned that certain requirements have
yet to be finalised, while the techrical
standards for the remote businesses have
recently been published for consultatien
with finalised documentation not
expected to be available unul June We
are concerned that insufficient time 15
being given 1o the industry to enable full
compliance with these technical
standards from the beginning of
September We will continue to hold
discussions with the Commission to press
for this and other 1ssues to be resolved in
a practical way

We also lcok forward to the proposed
deregulation that the Gambling Act
enables, such as extended betting shop
opening hours and the installation of
higher payout gaming machines, both
of which will be permitted from

1 September 2007

Cost of content

On 14 December 2006, the Government
announced that it had decided to retain
the Horserace Betting Levy Board and the
associated horserace betting tevy scheme
This follows the publication of the
findings of a report compiled by an
independent commuittee under the
charrmanshep of Lerd Donoghue This
committee was established to investigate
whether there was any alternative
commercial arrangements that could
replace the current levy scheme but
concluded that, currently, there was not a
secure and alternative funding
mechanism for horseracing At the same
time, the Government announced its
intention to modernise the existing fevy
mechanism by reducing as many of the
adrministrative burdens as passible We
welcome the Government’s intentions to
modernise the scheme and we remain
committed to providing a far and
equitable financial contrbution
supporting the UK horseracing industry

SIS, a company partly owned by the
Group 1s currently the sole provider of UK
horse racing pictures and data content to
bookmakers SIS (via the betting industry)
has contracts, which expire at the end of
2007 with a number of UK racecourses to
broadcast prctures and data to LBOs
Recently a proposed joint venture
between Alphamenc and Racing UK has
clamed to have secured exclusive
transmission nghts from up to 30 UK
racecourses from the beginning of 2008

This would mean that SIS would not be
able to transmit pictures from these 30
tracks (except when they are generally
available via terrestrial coverage) once s
current contracts expire If this happens,
we will have to decide whether to have
two different sources of pictures from the
beginring of 2008 if we want to maintain
coverage of these horse tracks within our
LBOs This could imply an extra cost for us
but also an inferior service for customers,
as the co-ordination of the timing and
broadcasting of events achieved by 515
would not be possible with two different
transrmission sources, In the event that we
deade to take the service offered by the
proposed joint venture, we plan to seek
an approgriate reduction n the level of
aur current funding of the UK horseraang
industry via the levy scheme

International activities

In July 2006, the Group signed a non-
binding memorandum of understanding
with the Sparish gamng group Codere
Codere 1s a company dedicated to the
private gaming sector i1 Europe and Latin
Amenca With more than 25 years
experience, it operates slat machines,
bingo halls, sports betting outlets,
racetracks and casinos in Spain, Italy,
Central and South America

The parties plan to create a joint venture
to develop a sports betting business in
Spain Spain s one of the largest
gambling markets in Europe and the
region of Madnd has recently published
{and several of Spain's regions are now
developing) legislation to regulate sports
betting, allowing the establishment of
land-based businesses The parties are
planning to apply jointly for a icence in
Madnd shortly and intend to apply in
other regions in Spain if regulatrons are
passed which make such apphcatiens
attractive

The Group has established a joint venture
company with Codere relating to the
ltalian gambling sector Following a
tendenng process in 2006, the Group and
Codere were jointly awarded concessions
to exploit higences issued as part of the
tender process launched in August 2006
by the italian regulatory authority The
award compnses 20 concessions to
operate horseracing betung shops, 7
concessions 1o operate sports betting
shops and 28 concessions relating to
sports betting pownts. Rernote licences

relating to horseracing and sports betting
were also applied for and granted In
additron to activating these units the
proposed joint venture intends to
evaluate other opportunities for growth in
the ltalian market

Dividends and capital
structure

The Company 15 proposing to pay a final
dradend of 14 5 pence per share (2005
12 2 pence per share) on 5 June 2007 to
shareholders on the register on 27 Apnl
2007 The 19% increase in the proposed
final dividend reflects the strong
performance achieved in 2006 and our
confidence about the Group’s future
prospects.

Following the acquisiton of Stanley Retail
1 June 2005, the Board considered the
optmal capstal structure and finanang
arrangements for Willar Hill In
September 2005, the Board announced it
intended to maintain an efficient and
flexible capntal structure and would
achieve these objectives by targeting a
ratio of net debt to earnings before
exceptional items, interest, tax,
depreciation and amortisation {EBITDA) of
approximately 3.5 imes to be achieved
over the medium term A new five-year
bank faciity of £250m was arranged in
June 2006 to underpin this obyective and
the Board announced with s interim
results that they were increasing the total
buy-back programme from the previously
announced target of £200m - £300m, to
circa £320m ~ £400m by the end of 2007
By the end of December 2006, the Group
net debt to EBITDA ratio was 3.3 and
£257 Om had been returned by means of
on-market share buy-backs

As we are now close to our target
leverage and as we have current
investment commitments, both
internationally through our joint ventures
with Codere and domestically in respect
of some retail bolt-on acquisitions, we
currently estimate that the pace of our
roling share buyback programme 1n 2007
15 likely 10 slow We remain committed to
returming surplus capital to shareholders
and our buyback programme will be kept
under regular review

David Harding
Chief Executive




Operating and Financial Review

To the shareholders of Wilham Hill PLC

The statutory requirement to prepare arn
Operating and Financial Review (OFR) has
been removed by the Government
However, it is included in thus Annual
Report as the Board considers it contans
important information which may assist
shareholders to assess the Company’s
strategy and the potential for that
strategy to succeed

The Directors are however required to
provide a Business Review, the contents
of which are set out in the Companies
Act For convenience the Business Review
on page 15 does not repeat information
already provided within the OFR and
appropriate cross references to
information i this document are
provided As such, some of the
information within the OFR s required
and seme is being provided on a
voluntary basis.

The OFR includes staterments that are, or
may be deemed to be, “forward-looking
staternents” By therw nature, forward-
lookmg statements nvolve nsk and
uncertainty because they relate to future
events and crcumstances A number of
factors could cause actual results and
developments to differ matenally from
those expressed or implied by the
forward-ooking statements. As such,
information in this OFR cannot be relied
upon as a gurde to future performance

Forward looking statements may and
often do differ materally from actual
results Any forward-looking statements in
this OFR reflect the Company’s view with
respect to future events as at the date of
thes document and are subject to nisks
relating to future events and other nsks,
uncertainties and assumplions relating to
William Hiff s operations, results of
operations, strategy and hquidity Save as
required by law or by the Listng Rules of
the Financal Services Authonity, the
Company undertakes no obhgation
publicly to refease the results of any
revistons to any forward-looking

statements in this OFR that may occur
due to any change in its expectations or
to reflect events or circumstances after
the date of this announcement

Thrs OFR has been prepared for the Group
as & whole and therefore gives greater
emphasis to those matters, which are
significant to the Group taken as a whole

The OFR discusses the followtng areas.

Operations Page 7
Long term strategy Page 8
Key performance indicators Page 9
Results for 2006 Page 10
Future cutloak Page 10
Risks and uncertainties Page 11

Resources and relationships ~ Page 11

Financial review Page 12

Operations
Description of the business

Williar Hil 1s a feading provider of fixed
odds bookmaking services, offering odds
and taking bets on a wide range of
sporting and other events, as well as
offering FOBTs and AWPs in its LBOs and
operating an onhne casino and poker
rcom The Group also operates two
greyhound stadia situated in the north
east of England

The Group detvers its betting and gaming
products to customers through three
prinapal channels

+ Retad compnses a network of over
2,200 outlets throughout the UK and
treland making Wilham Hill one of
the two largest operators of LBOs in
the UK The directors believe that the
scale of the network gives Willlam
Hill a significant competitive
advantage in terms of brand
recognition and allows central costs
to be spread across a large estate,

+ Telephone betting, in which the
directors behieve that Willam Hill1s a

market leader, has the capacity to
operate approximately 630
telephone bet capture positions at
call centres in Leeds and Sheffield

As at 26 December 2006, the
business had 160,000 active accounts
(27 December 2005 - 174,000},

Interactive betting sncludes an
online sportsbook
{www williamhill com), arcade games
(www willlamhillgames com), an online
casing (www wll:amhiifcasing com)
and online poker site (www
williamhillpoker com) The Group
accepted its first bet via the internet in
1998 and the castno was launched in
canjunctien with Cryptolegic Ing at the
end of 1999 The offering was
enhanced by the introducticn of
arcade games in 2002 and the launch
of a dedicated poker site In January
2003 Also in 2003, Boss Media AB was
introduced as a second supphier of
casino software, a Euro denominated
castno was launched and anintegrated
sportshook and casino account was
offered to cusiomers Enhancements i
the interactive offering through
improvemenits in functionality and
praduct development continue to be
made and in 2006 we increased our
range of m-running opportunities and
launched addmonal arcade games As
at 26 December 2006, the business had
405,000 active accounts (27 December
2005 - 341,000)
Operating and regulatory environment
Historicatly, the Groups business has
proven to be less exposed to the
economic cycle than many other
consumer facing industries Consumer
spending n the UK grew at close to 1ts
long-term trend in 2006, which may have
impacted the Group's financal
performance However this impact cannot
be quantfied

The business s defined and constrained
by legislation Recent legrslation
comprises the Gambling Act 2005, which
15 expected to be fully mplemented in
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September 2007 and establishes a new
requiatory regime for the industry DCMS
and the Gambling Comimussion are
currently formulating and consulting on
the detailed regulations, conditions, codes
and standards that it will apply to the
Groug's business from September The
Group has engaged fully with DCMS and
the Gambhing Commussion during this
important consultation peniod

The Group's businesses are properly
licensed in the UK to accept sports and
other bets and in the Netherlands Antilles
to operate online casino and poker sites
Our approach is that each customer must
take responsibility for complying with
local laws in respect of betting and
gaming that differs across junsdictions
Whaere considered necessary, the directors
obtan independent legal advice
concerning the state of betting and
gaming laws in parncuiar junsdict:ons

Qur policy nat te accept sports bets from
customers based in the United States
remained unchanged in 2006 and In
September 2006, we ceased taking any
gaming transactions from U5 resident
customers or those using US registered
credit cards Subsequently the Unlawful
Internet Gambling Enforcement Act was
introduced in the US

The Group closely monitors the
development of tax policy by the
Government in relation to betting and
gaming It seeks to lobby Government to
ensure a farr and equitable approach to
the taxation of different forms of
gambling and varous platferms, and to
mirarmise the kelihood that the regime
for gross profit tax might be changed to
the detriment of the Group

The Group i comunction with other
hookmakers continues to make a variety
of statutory, voluntary and commercal
payments to vanous sporting bodies. In
addition, the Group makes commercial
payments through Bookmakers Afternoon
Greyhound Services Limited (BAGS) for
the right to screen pictures from vanous
horse and greyhound racetracks in LBOs.
These 1ssues are discussed further in the
Chief Executsve review under the heading
“Cost of content”

Competition

The Group faces competition pnimarly
from other bhookmakers, betting
exchanges, other interactive operators
and, to some extent, the National Lottery
The directors do not believe that the
Group currently faces significant
competition from other participants in the
gaming industry, namely casinos, bingo
hatls and football poals However,
competiion may increase as betting and
gaming products converge, the number
of casinos in the UK increases significantly,
the new Gambling Act comes into force
and as a result of technological
developments

The Group’s principal compettors in the
UK retail market are Ladbrokes and Coral,
with William Hill and Ladbrokes having the
largest LBO estates Ladbrokes, Coral and
the Tote are the Group's chief competitors
in the UK telephone betting market In
addibion, a number of international
telephone aperators compete with the
Group from outside the UK,

The Group faces competition in its
interactive operations from a large
number of UK owned operators (including
Ladbrakes, Coral and various betting
exchanges}, as well as operators based
overseas that have entered, and continue
to enter, the interactive market Relatwvely
few of these overseas competitors have a
recognisable or long-established brand
name in the UK The Group competes
overseas with online and off-line
competitors that may have more brand
recognition than Willam Hill in certain
markets

Betting exchanges enable person-to
person betting with one person acting as
layer (the role of the traditional
bookmaker} and the other as punter The
exchange charges a commission on the
winner’s profit and gross profit tax 1s
levied at 15% cn all commussion and levy,
if appropnate, is charged at 10% on UK
horseracing commsssion The layers and
punters on betting exchanges are not
liable to these charges Wilham Hilt
lobbied strongly agamnst the unfair
advantage enjoyed by layers on betting
exchanges, who compete directly with
rraditional bookmakers without paying a

comparable level of grass profit tax or
harseracing levy This inequitable taxation
of layers on betting exchanges enables
them to offer better prices than the
traditional hookmaker Despite this
lobbying, the UK Government concluded
in December 2005 that current taxation
arrangements remain appropriate The
main impact of this competitive
advantage manifests itself in starting
prices, at which most off-course bets are
placed, and theoretical horseracing
margins, which have been falling in recent
years, as on-course bookmakers have
heen able to hedge therr liabilities on
betting exchanges and reduce the
maragins at which they bet Wilham Hll has
switched hedging activity from the on-
course market to betting exchanges :n an
attempt to reverse the fall in margins

Long term strategy

The Group continues ta pursue a strategy
aimed at delivening sustainable earnings
grawth and value for shareholders The
key elements of the strategy are to

«  Continue to enhance tradit:onal
earmings and maxirnise organic
growth cpportunities,

«  Profitably explait new platforms,

«  Capitalise on opportunities from
requlatory, fiscal and technological
change, and

+  Selectively pursue value-enhancing
acquisitions

The Board monitors performance against
the strategy by

+  Establishing an annual plan
incorporating strategic obpectives and
monitoring results agaimst that plan,

+  Monitonng performance against key
competitors,

» Evaluating new business
development opportuntties against
stringent financial critera and
alternative uses of capital,

+ Playing an active role in regulatory
and fiscal matters which could
influence the business, and

+  Ildentsfying and implementing
technotogical change which s
expected to benefit the business




Key performance indicators

A companson of KPls in the 2008 and 2005 financial years 1s shown below

Group KPis

Growth (n gross win m
Growth tn gross profit {1
Growth tn aperating expenses m

Net interest expense {excl exceptionals)
Interest cover (EBIT/net finance costs)

Effective tax rate {excluding exceptional items
and associate Income)

Gross win percentage by channel (2)
OTC
Telephene
Interactive sportsbook and arcade
Operating marg:n by channel
Retail
Telephone
Interactive
Average profit per LBO m
Average profit per active Interactive customer
Average profit per active Telephone customer

Net debt/EBITDA (3

(1) Excludes Staniey Retal

(2) Gross win percentage by product 15 monitared Internally but net publicly disclosed

(3) Net debt 15 before offset of finance fees.

The Board sees earnings per share growth
as the key indicator of the Group’s success
in delvenng sustainable earnings growth

and enhanang shareholder value The key
performance indicators (KPIs) used by the

Board in monitonng eamings per share product,

growth are as follows - Average profit per LBO,

- Average profit per active
Telephone/Interactive customer
where profit i1s operating profit as
shewn in note 2 of the Group
financial statements and an active
customer 15 defined as one who has
placed a bet with thewr own money in
the last 12 months, and

«  Gross win (represents total customer
stakes less customer winnings),

- Gross profit {represents gross win
less cost of sales},

«  Operating expanses,
« Interest charges and cover, and
- Effective taxrate

The Board alsc utilises a range of
measures designed to determine

2006
actual

6%
6%
6%
£56 8m
51

296%

16%

6%

31%

29%
47%

£110,000

£152
£104
33

2005
actual

2%
3%
6%
£410m
60

295%

16%

7%

30%
24%
50%
£103,000
£179
£75

34

performance at a channe! and product
level, the more important of wh:ch are
= Gross win percentage by channel,
+ Operanng margin by channel and by

Return on incremental capital
invested {for example, in relation to
investrment in the retail estate, the

Group seeks returns on capital
invested of 2G% on new licences,
15% on resites and extensions and
10% on refurbishments)

To assess the capital structure, the Board
focuses on the ratio of net debt to
earnings before interest, taxation,
depreciation and amortisation (EBITDA),
which 1s managed to ensure an efficent
balance sheet and 15 a key driver of overall
distribution policy

tr addition to these financial indicators a
number of non-financial indicators are
also used including numbers of betting
shps processed and the number of active
customers in the remote channels The
Corporate Responsibitity Committee also
monitors a number of KPIs on behalf of
the Board to ensure that the Group is
meeting its corporate and socal
responsibilities. This 15 further discussed in
the Corporate Responsibility section of
the Annual Report

Targets for certain KPls are set on an annuai
basis as part of the Group’s aperational
objectives for the coming year having
regard to historic levels, expected new
developments and the Group's strategy

In 2006, basic EPS was 45 § pence Growth
1N gross win was Just below internal
targets while gross profit growth was just
above our internal target Both gross win
and gross profit exceeded the levels
achieved in the comparative peniod due to
factors explained in the Chief Executive’s
Review Growth in operating expenses was
contained within tight targets

Operating marginss were at acceptable
levels for the Retail and Telephane
businesses but fell below expectations for
the Interactive business

With regard to financial structure the
Board believes that the Group should
target a net debt to EBITDA ratio of 35
times with any excess capital returned to
shareholders through a combination of
dwidends and an ongoing on-market
share buy-back programme, to the extent
that there 1s no altemative value-added
use of the funds
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Results for 2006
Key financials Gross win Operating profit
2006 2005 2006 2005
Retail - WH 5843 5527 1810 1660
Retail - Stanley 1517 707 49 156
Total Retail 7360 6234 2259 1816
Telephone 575 534 167 130
Interactive 1305 1233 61.5 612
Other 73 76 06 on
QOverheads less associate income - - {113) {107}
9313 8077 2922 2450

Current and future development and
performance

A summary of the key financial resulis 15
set out In the table above and discussed
in this section

Growth tn grass win has been achieved
through the acquisition of Stanley Retall
and growth in the existing Retail,
Telephone and Interactive businesses.
Details of performance are described in
more detail in the Chuef Executive's Review

In the Retail business, key trends include
the improvement in relative profitability of
the Stanley Retail estate compared to the
LBQOs in the old Willlam Hill estate,
increased income from FOBTS across the
estate and a flat performance from OTC. It
15 believed that OTC business was
impacted by cannibalisation of income by
FOBTs FOBTs benefited from improved
densities and populasity of new products

Gross win in the Telephone sportshook
benefited from the World Cup and some
high raller actmity especially in the second
half

Interactive gross win grew in all areas over
the year but the second half in particular
was impacted by strong competition
following the legislative changes i the US

GPT, levies, VAT, royalties and other costs
of sale {excluding pay-outs to customers)
increased 12% to £197 4m {Williarn Hill
excluding Stanley Retall increased 3% to
£166.8m) and includes gross profit tax,
VAT on FOBTs and AWPs, levies paid to the

horse and greyhound racing industries
and licence fees incurred In respect of
FOBTs and AWPs, and various royalty
payments to supplers of FOBTs and
certain services in respect of the online
casino and poker sites

Gross profit, representing gross win less
GPT, levies, VAT, royalties and other costs
of sales, amounted to £7339m, an
increase of 16% {Witham Rill excluding
Stanley Retall increased 6%) over the
comparable penod

Net operating expenses, excluding
exceptional items increased to £445 3m,
an increase of 15% over the comparable
penod {Willam Hill excluding Stanley
Reta:l Increased 6%)

Associate income represents the Groups
share of profits of its associate company,
Satellite Information Services Net interest
payable increased to £56 8m, an increase
of 39% against the comparable penod
due to the full year effects of the change
in financing arrangements ansing from
the acquisition of Stanley Retall and the
significant number of shares repurchased
dunng the period

Tax on profit on ordinary activities relates
primarnly to the current year and as the
Group earns its profits in the UK ts
caleulated at 309% of taxable profits being
the current rate of UK corporation tax The
Groups effective rate of tax (before
exceptional items and associate income)
was 29 6%, as compared to 29 5% 1n 2005

Basic adjusted earmings per share were
45 5 pence, a 24% increase compared 1o
the pre-exceptional earnings per share In
the comparable period

The Group generated net cash inflow from
operating activities before financing and
tax of £3139m, an increase of 30% against
the comparable penod The Group paid
£55 4m in net debt service costs, £539m
In corporation tax, nvested a net £67 9m
In capital expenditure, pad £709m in
dividends and spent £178 4m purchasing
its own shares

Net indebtedness increased to £1,043 4m
at 26 December 2006 (27 December 2005
- £9395m}

Future outlook

We made significant progress in the year
In a number of efements of our strategy
as described in the Chief Executive’s
Review including the development of our
Intermnational business Detailed plans
have been made wath our partner Codere
to exploit opportumties in Spain and laly
The Group plans to nvest arca £25m to
pursue these opportunities in the short
term but this amount could be exceeded
dependant an the speed and nature of
deregulation and the opporturities that
become avallable in those markets

The Group continues to Invest in
developing each of its businesses to
underpin s future growth prospects

It plans to continue to nvest area £50m
per annum In the retail estate The Group
has also earmarked £18m for investment
1n 2007 and 2008 In new and improved
technology platforms and core
bookmaking systems that will ulumately
benefit afl three channels The directors
also consider opportunities to acquire
additional good quality LBOs and in early
2007, paid £25m for two small chains
compnsing 29 LBOs in total All
investment and acquisition propesals are
evaluated against strict criteria that focus
on return on capital and payback penod

As previously discussed, the US has now
i effect closed its market to offshore
remote gambling, while Asian markets
remain difficult to penetrate due 1o the




legal environment and restnchons on
payment methods

2006 has seen diffenng approaches taken
by cauntries with:n Eurcpe with some
increased protectionist activity, In
particular in France and Germany, and
some local fiberalisation n aly and
Madnd The Group works with 1ts trade
association to push for compliance with
the EU Treaty by members states and to
push for a far and proportionate
regulatory regime when local laws are
being reviewed The EU Commission has
been active in asking various countnes to
explain how therr gambling laws comply
with EU law

In the coming year we expect 10

«  Maximise revenues in each channel
through specific iniiatives,

- Manage the cost base to ensure
efficient use of resources,

+ Manage the effects of the smoking
ban,

« Continue to invest in the LBO estate
through our ongoing development
programme, and

Make significant progress on key
technology programmes

Risk and uncertainties

The directors are seeking to build an
increasingly profitable business by
exploiting its resources and relationships
and, at the same time, carefully managing
the nsks to the operation Such risks
include

+  The potential impact of legislauve
changes and the activities of
regulators In the UK and overseas on
the Group's scope and conduct of
operations and abiity to accept
gambling transactions,

- The potential impact of changes to
the UK fiscal environment,

+ The effects of the smoking ban to be
enfarced in England and Wales in
2007,

« The ability of the Group to manage
its bookmaking risk,

«  The relationship with key suppliers,

most notably the horse and
greyhound industnes,

« The amounts required to be paid by
levies and fees to certain sporting
bod:ies under various arrangements,

«  The potential threat represented by
competitors based in the UK and
overseas,

»  The nsk that key technology or
information systemns could fail,

+  Theimpact of weather or other
factors on the sporting programme,

+  Theloss of key personnel,

+ Thensk of a prolonged economic
recession or ather geo-political
events that may result in a reduction
of betting activity,

+  The risk that intermediares such as
banks refuse to accept credit and
debit card transactions connected
with gambling, and

«  The nsk resulting from any inability
of the Group to service its debt
obligations

The Board routinely monitors all the
above nsks and appropnate actions are
taker: to mitigate the nisks or their
potential adverse consequences The Chief
Executve’s Rewview further expands on
certain issues that fall into the above
description of risk factors

Resources and relationships
The Group seeks to exploit a number of
assets and resources that are not
necessartly reflected in s financial
statements including

+ A market leading position in all major
betting channels in the UK with an
established international presence,

+  Along-established and widely
recognised brand, with a strong
reputation for quality,

An extensive and high quality estate
of betting shops which benefit from
significant sustarned investment and
ongotng refurbishment and
rmprovements,

-+ An effective nsk management system
and significant bookmaking
expenence,

A focus on sustainable and profitable
growth and tight management of
costs,

+ Strong cash flow generation,

+ Atrack record of Innovation and
profitably exploiting regulatory, fiscal
and technalogical change, and

+ Astrong management team and
workforce of over 13,000 trained
employees

The directors believe that such resousces
help to secure the Group’s position at the
farefrant of the betting and garming
industry and ensure it is well placed to
compete and develop its business in the
future

Our customers and employees are key 1o
our success and our Corporate
Responsibulity (CR) section on pages 37 to
38 prowides further information on our
palhcies and practices in these areas, as
well as details of ather key CR issues for
the Group

The Group also has a number of key
suppliers who provide products and
services to the Group Two of our most
significant relationships in the Retail
business are with Leisure Link, the major
suppher of FOBTs to our LBOs in Great
Britain, and Alphamenc, who supply and
mantain the Group’s EPOS systems SIS, in
which the Group has a shareholding, s
the main provider of pictures and data
nto our LBOs. The Group also has
arrangements with the varnious horse and
greyhound tracks via BAGS for the nght to
screen pictures.

Qur two online casino providers
Cryptologic Inc and Bass Media AB are
impaortant suppliers to the Interactve
business. Our bankers are important
providers of funding and financing
products as well as providing datly
banking facilities through our distnbution
channels

Wilbam Hill operates in a regulated
environment where the potential nsks
identfied previously include adverse
changes to the regulatory and tax
regmes The Group both on its own and
via trade associations maintans an
ongoing dialogue with the DCMS and HM
Treasury as well as with the Gambling
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Commussion The Commussion and DCMS
are finalis:ng some and consulting on
other key regulations, conditions, codes
and standards that it 1s antiapated wail
apply from September 2007 It 15 expected
that final documentation will be 1n place
by the end of June 2007 We have
provided, and will continue to provide,
feedback on vanous consultation
documents issued by the Commussion
and DCMS and we will analyse the impact
of finalised documentation on the Group’s
business

The Government and the Coramission
have identified responsible gambling as a
key area of focus and we have a regular
dialogue with DCMS, the Commnission,
GamCare, the Responsibility in Gambling
Trust and trade assocrations in thus area
We also via relevant trade assoiations,
have arrangements for alerting sports
regulatory bodies to potential sports
Integrty Issues.

The Group 1s a major contributor to the
horse and greyhound racing industries via
the statutory levy and voluntary levy
respectively

Financiat review

Returns to shareholders

The Company paid an intenm dividend of
7 25 pence per share and the directors
have prapeosed a final dividend of 14.5
pence per share that will bnng total
diidends to 21 75 pence per share, a 19%
increase over the amount paid In respect
of the comparable penod The proposed
level of total dividend corresponds to a
chvidend cover ratio of 2 1 times

(27 December 2005 - 2 0 times) The
Company normally aims to pay intertm
and final dwvidends that represent about
one third and two thirds, respectively, of
total dividends

The Company obtained a renewed
authonty from shareholders at the Annual
General Meeting held in May 2006 to buy-
back up to 10% of the 1ssued share capital
In 2006, the Company bought back 7% of
its opening share capital, alt of which was
cancelled The aggregate cost (after
expenses and stamp duty) of the acquired
7% of 1ssued share capital was £178 4m

From June 2002, the date of its wnitial
public offening to the end of 2006, the
Company bought back a tota! of 17% of
its issued share capital (inclusive of shares
bought back into treasury} returning
£402.5m to shareholders and paid
dividends totalling a further £2480m
{excluding the proposed dividend of 14 5
pence per share to be paid in Apnl 2007)

Approximately 2% of the issued share
capital at the end of 2006 1 retained I

treasury shares to meet future awards
under the Group's vanous incentive and
share remuneration schemes

Finznaal structure and liquidity

The Groups acquisition of Stanley Retail
dunng 2005 required funding and gave
the Board the opportunity to give further
consideration to the appropnate financing
arrangements for the enlarged Group to
achieve an efficient capitat structure

Accordingly, the Group secured new
facilities of £1 2bn with a consortium of
banks £600m of the new facilit:es has
been structured as a five-year revolving
credit facility and £600m as a five-year
term loan These facilities were used to
fund the acquisition and to repay the
Group's previous bank debt facilities In
June 2005 In June 2006, the Group
arranged a further new five-year bank
facihty of £250m The directors believe
that these factlities are currently sufficent
to meet the projected working capital
needs of the Group

The Company has hedged its exposure to
interest rates on s floating rate debt by
enterning Into a sertes of interest rate
swaps and collars As at 31 December
2006, approximately 40% of its forecast
exposure is fixed via interest rate swaps
reducing to 309% by the end of 2009 A
further 409 15 subject to interest rate
collar arrangements as at 31 December
2006, also reduaing to 30% by the end of
2009

The remaining exposure 15 at floating
rates The Board will continue to review
penodically the borrowing and hedging
arrangements to ensure that they remain
appropriate to the needs of the Group
and take account of changes in market
conditions and business plans

The Board will target a ratio of net debt to
EBITDA of approximately 3 5 times to be
achieved gver the medium term In july
2006, the Board announced with its
intenim results that they were increasing
the total buy-back programme from the
previously announced target of £200m —
£300m, to arca £320m - £400m by the
end of 2007 By the end of December
2006, the Group net debt to EBITDA ratio
was 3 3 and £257 Om had been returned
by means of on-market share buy-backs

Gross win
VAT on AWPs and FOBTs

Revenue

As we are now close to our target
leverage and as we have current
investrment opportunities both
internationally and i respect of some
retai] bolt-on acquistions, we currently
estimate that the pace of our rolling share
buyback programme i 2007 15 hkely to
slow We remain committed o retuming
surplus capital to shareholders and our
buyback programme will be kept under
regular review

Adoption of international Financial
Reporting Standards (IFRS)

The Group has prepared its financial
statements for the 52 week period ended
26 December 2006 using accounting
policies consistent with IFRS.

The man impacts of the IFRS adoption
are set out in note 37 of the Group
financial statements As previously
indicated, the impact on Group
profitability 15 neghgible and the
adjustment to the balance sheet reflects
primanly timing differences on the
recognition of dividends and the
presentation of goodwill, intangible assets
and deferred tax balances

ln addwion to these differences, there 1sa
further presentational issue related to IFRS
that impacts the finanoal information
Sportshook bets have many of the
charactenstics of a denvative transaction

as defined by IAS 39 Financeal Instruments
Recogritior and Measuresment’ and
consequently the Group has accounted for
thern under the prowisions of that
accounting standard The main effect of
this 15 that the amount recogrused as
revenue/turnaver 1s now the profit and loss
of trading those sportsbook bets rather
than the amount onginally staked This i
quute dose 10 the gross win as previously
disclosed by the Group except for a
difference in respect of the treatment of
VAT levied on FOBTs and AWPs. To prevent
distortions in the year-on-year growth rates
achieved by the Group, we have continued
to disclose gross win in the Chief Executve
Review and OFR as previousfy defined

The following 1s a reconciliation faor the
periods presented between gross win and
revenue as chsclosed in the attached
financiat statements

52 weeks 52 weeks
to 26 Dec to 27 Dec
2006 2005

£m fm

9313 8077

(37 1} (24)
8942 B053
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Directors’ Report

The Directors present their Annual Report
on the activities of the Group, together
with the financial statements and
Auduitors' Repart, for the 52 weeks ended
26 December 2006

Principal activities

The pnncipal actvities of the Group during
the penad continue to be the operation of
licensed betting offices and the provision
of telephone and internet betting and
onhne casino and poker services. The
subsidiary and associated undertakings
principalty affecting the profits or net
assets of the Group are listed in note 14 of
the Group financial statements.

Business review

The Operating and Financial Review on
pages 7 to 1215 prepared with reference
to the guidance in the Accounting
Standards Board’s ‘Reporting Statement
Operating and Financial Review’ (which
following the removal of the statutory
requirement for an OFR 1s considered best
practice) and for the purpose of the
business review must be read in
comjunction with the Chief Executive’s
Review on pages 4 1o 6 The areas covered
are as follows

Location in

Annual Report Page
Principal actities, products and services, objectives
and strategy, competition and the markets in
which the Group operates QFR 708
Principal nsks and uncertainties facing the Group OFR 1
Review of the development and performance Chuef
of the business, for 52 weeks ended Executive
26 December 2006 Review 4t06
Financial positicn of the Group as at
26 December 2006 Off 10
Key Performance Indicators OFR 9
Future prospects of the business OFR 10011

Results and dividends

The Group’s prafit on ordinary activities
after taxation and exceptional rems was
£166 8m (52 weeks ended 27 December
2005 - £113 1m} The directors
recommend a final dividend of 14 5 pence
per share to be paid on 5 June 2007 to
ordinary shareholders on the Register of
Members on 27 April 2007 which,
together with the intenm dwidend of 7 25
pence per share paid on 5 December
2006, rmakes a total of 2175 pence per
share for the penod {52 weeks ended 27
December 2005 - 18 3 pence per share)

Directors

The directors who served durnng the
penod and up to 5 March 2007 comprise

Charles Scott  Non Executive Charrman

Dawvid Harding  Chief Executive

Simon Lane Group Finance Divector
(appointed 20 March

2006)

Tom Singer Chief Operating Officer
(resigned 6 November

2006)

Dawid Allvey  Independent non

executive director

Barry Gibson  Senior independent non
executive director

Dawvid Edmonds Independent non
executive director

Details of commuttee membership 1s set
out on page 27

Details of the directors’ interests are set
out in note 2 of the parent company
financial statements

Directors’ and officers’ iability
insurance

Pursuant to Article 214 of the Articles of
Association and subject to the provisions
of the Companies Act, the directors and
officers of the Company shall be
indemnified out of the assets of the
Company, against kability 1n defending
proceedings, whether civil or cniminal, in
which judgment is given in his favour or
in which he 15 acquitted ar in connection
with any application in which relief is
granted to hum by the court from hability
for negligence, default, breach of duty or
breach of trust in relation to the affairs of
the Company In addition the Group has
purchased and maintains directors and
officers’ insurance cover against certan
legal liabilibes and costs for claims
incurred 1n respect of any act or ormission
In the execution of their duties

Directors proposed for re-
election

Messrs, Allvey and Edmonds retire by
rotation at the next Annual General
Meeting and offer themselves for re-
clection

Please refer o page 14 for biographies of
the current directors

Supplier payments policy

The Group does not have a formal code
on payment practice but it 1s the Group's
policy to settle terms of payment with
supphers when agreeing the terms of
each transaction, ensure that suppliers are
made aware of the terms of payment and
abide by the terms of payment Trade
creditors of the Group at 26 December
2006 were equivalent 1o 19 days’
purchases (27 December 2005 - 19 days’
purchases), based on the average daily
amount invotced by suppliers during the
pencd

Charitable contributions
During the penod the Group made
chantable denatons of £423,000

{52 weeks ended 27 December 2005 -
£351,000) principally to industry related
charities serving the communities in
which the Group operates.
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Substantial shareholdings

On 5 March 2007, the Company had been
notified, in accordance with the Disclosure
and Transparency Rules of the Financial
Services Authority, of the notfiable
tnterests in the ordinary share capital of
the Company set out in the table below

Disabled employees

Applications for employment by disabled
persons are always fully and farrly
considered, bearing in mind the aptitude
and abiiity of the applicant concerned

In the event of members of staff
becoming disabled every effort 1s made to
ensure that ther employment within the
Group continues and that appropnate
traming 1s arranged [t continues to be the
polcy of the Group that the training,
career development and promotion of
disabled persons should as far as 15
feasible be identicat to that of other
employees

Employee consultation

The Group places considerable value on
the involvement of its employees and has
continued to keep them informed on
matters affecting them as employees and
on the vanious factors affecting the
perfermance of the Group This i
achieved through formal and informal
meetings and the Group magazine
“Will2win" Employee representatives are
cansulted regularly on a wide range of
miatters affecting thesr current and future
interests During the penod a revised
approach to employee consultation has
been implemented and further details of
this are set out on page 38

The Company operates a SAYE Share
Option Scheme (Scheme) which s open
to all eligible employees based on a three,
five or seven year monthly savings
contract Qptions under the Scheme are

granted with an exercise price up to 20%
below the prevailing share price The
maximum permissible monthly savings
under the Scheme 15 £250

Authornty to purchase own
shares

In accordance with the Company’s stated
policy of maintaining the opumurm capital
structure, and pursuant to the Company’s
on-going authonty from sharehalders to
make market purchases of its own shares,
the Company purchased and
subsequently cancelled 29,107,738
ordinary shares during the year These
shares had an aggregate nominal value of
£2,910,773 80 and were purchased for an
aggregate cost of £1784m {including
commission and stamp duty) at paices
between £552 and £6 50 per ordinary
share

This authority to purchase own shares
rernains vahd untl the forthcoming
Annual General Meeting, whenitis
intended that a resaluton will be put
forward to shareholders to review

Auditors and disclosure of
information to auditors

Each of the directors in office at the date
when this report was approved confirms
that

So far as the director 1s aware, there
15 no relevant audit information of
which the Company’s auditors are
unaware, and

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

The confirmation should be interpreted In

Substantial shareholdings
Name of holder

MFS Investment Managemenit
Capital Research and Management
Ballie Gifford & Co

Barclays

Fidehty

Legal & General

Percentage

Number of shares sharehotding
46,966,799 1326
38,904,475 1102
20,331,493 591
13921372 394
13,375,148 379
12529977 355

accordance with Section 234ZA of the
Companies Act 1985

A resotution to re-appoint Deloitte &
Touche LLP as the Company's auditors will
be proposed at the forthcoming Annual
General Meeting

By Order of the Board

Thomas Murphy
General Counsel & Company Secretary
5 March 2007

Registered Office
Greenside House,
50 Station Road,
Wood Green,
London N22 7TP
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Directors’ Remuneration Report

Introduction

This report has been prepared in
accordance with the Directors’
Remuneration Report Regulations
{Regulations) The report also meets the
relevant requirements of the Listing Rules
of the Financial Services Authority and
describes how the Board has applied the
Punaples of Good Governance relating to
drectors’' remuneration The Committee
has also in prepanng this report
considered the guidance 1ssued by the
National Association of Pension Funds and
the ABI As required by the Regulations, a
resolution to approve the report will be
propased at the forthcoming Annual
General Meeting of the Company

The Regulations require the auditors to
report to the Company’s shareholders on
the “auditable part” of the Directors’
Remuneration Report and to state
whether in their opinion that part of the
report has been properly prepared in
accordance with the Companies Act 1985
{as amended by the Regulations) The
report has therefore been dwvided into
separate sections for audited and
unaudited information

Unaudrted information
Remuneration Committee

The Company has established a
Remuneration Comruttee (Committee),
which 15 constituted 1n accordance with
the recommendations of the Combined
Code It determines and agrees with the
Board the Company s policy and
framewaork for the remuneration of
executive cirectors and the Chairman,
and determines the specific remuneration
packages for each of the executive
directors and other senior management
including basic salary, other benefits and
any compensation payments

Details of the membership of the
Remuneration Committee, together with
the year in which membership
cornmenced are set out above All
members of the Committee have been
independent non executive directors.

No director plays a part in any discussion
about his own remuneration

In determining the directors’
remuneration, the Commuttee appointed
Towers Permin to provide adwvice on
structuning remuneration packages for the
executive directors and senior
management. The Committee also
consulted Mr Harding {Chief Executive}

Director Year of appomtment
Barry Gibson, Chairman 2002
David Allvey 2003
David Edmonds 2005

and Mr Russell (Group Director, Human
Resources) about its proposals relating to
individuals other than themselves Towers
Pernn did not provide any other services
to the Group. Advice was also receved
from the Groups lawyers, Freshfields
Bruckhaus Deringer and the Company
Secretary In relation to legal matters.

Remuneration policy

The remuneration policy has been
designed to ensure that the Grougp has
the ability to attract and retain semor
managers of a hugh calibre, align the
interests of the senior management with
that of the shareholders and be compliant
with best practice The performance
measurement of the key members of
senior management and the
deterrmination of thew annual
remuneration packages are undertaken
by the Committee The remuneration of
the non executive directors i1s deterrnined
by the Board wathin lmits set out i the
Articles of Assooation This report sets out
the Company’s policy on senior
management remuneration for 2007 and,
so far as practicable, for subsequent years
Trus policy wili continue unless changed
by the Commuttee, and any changes i
policy for years after 2007 will be
descnied in future Directors’
Remuneration Reports, which wall
continue to be subject to shareholder
approval The Committee considers that a
successful remuneration policy needs to
be sufficiently flexible to take account of
future changes in the Group’s business
environment and in remuneratian
practice

There are four main elements of the
remuneration package for senior
management

+  Bawnic annual salary and benefits,
+ Bonus payments,

- Long term incentives, and

+  Pension arrangements

The Groug’s policy 1s to position the basic
salanes of the senior management around
the median of the relevant market,

{to ensure they remain competitive)

with a substantial proportion of their
rermunerahon being performance related

The Commutiee has recently undertaken a
comprehensive review of the Company's
incentive arrangements for senior
management, focusing on the
approprate balance between annual and
long-term incentives Major shareholders
are currently being consulted over the
Comnuttees proposals Subject to a
successful putcome to this consultation
process, the Committee is proposing to
introduce a new executive share plan -
the Executive Bonus Matching Scheme
(EBMS) - ta replace the existing bonus
deferral plan (the Deferred Bonus Plan)
and the existing long term incentive plan
(the Performance Share Plan) It is
proposed to seek shareholder approval for
the EBMS under an ordinary resolution at
the AGM Full details of the EBMS are set
out In an appendix to the Notice of AGM
Related information in respect of revised
bonus arrangements 1s set out on

page 18

Executive directors are required to obtain
the Board's pnor written consent 1o
acgept external appointments They
currently hold no such positions

Basic annual salary and benefits

The salanes of senior management are
reviewed on 1 March each year Indwvidual
pay levels, within the competstive market,
are determined by reference to
performance, expenence and potential
Benchmarks for comparisen purposes are
based on companies within the Towers
Perrin executive survey with a simular size
and scope to Willam Hill The Group
believes that this 1s the most appropriate
comparator group for these purposes

The basic salanes of Messrs Harding and
Singer were reviewed in March 2006 Mr
Harding’s salary was increased by 13 6%
10 £500,000 and Mr Singer had his salary
increased by 4 5% to £345,000 Simon
Lane joined the Group on 20 March 2006
on a salary of £250,000, which was
subsequently reviewed on 1st July 2006
and increased by 109 to £275,000 With
the exception of Mr Singer, who left the
Group in November 2006, these salanes
remained in effect at the year-end The

uoday uoneisunway 51013aN10)

900¢ SUnQ2dY iy LIOdaH [enuuY Yd ([1H Werm

~



Directors’ Remuneration Report

William Hill PLE Annual Report & Accounts 2000

-
o6

basic salaries of other seruior management
were reviewed and increased by between
4% and 34% in March 2006 Increases at
the higher end of this range relate to
indviduals who have taken on
significantly increased responsibility
dunng the penod and based on an
externat assessment of appropriate salary
levels for the revised roles In setting
salary levels the Committee is sensitive to
pay and conditzons elsewhere in the
Group The general level of increase for
the vast majornty of other employees was
3%, with a imited number of employees
receving nses above this level (where
performance mented 1t) up to a maximum
mncrease of 18%

With effect from 1 March 2007, the basic
salaries of Messrs Harding and Lane were
Increased by 6% and 3 6% to £530,000
and £285,000 respectively

In addition to basic salary, semor
managermnent receive other competitive
benefits, such as a fully expensed car or
car allowance, pnivate health cover and
permanent health insurance It 15 intended
to continue to provide these benefits but
retain the flexibility to provide a cash
alternative for any or all of these
according to individual circumstances

Bonus payments

Executives are eligible to participate in a
senor management bonus scheme that i
reviewed by the Committee on an annual
basis to determune the most appropriate
performance measure for that year For
2006, this compnsed the Group’s finanaal
performance as measured by profit on
ordinary activities before exceptional
items, finance charges and taxaton (PBIT)
and provided for a target payment of 40%
of basic salary and a maxirnum payment
of 75% of salary, two-thirds of which 1s
payable in cash with the remaining third
paid n shares on a deferred basis As
descrnibed below, these percentages and
proportions will be altered if the EBMS
takes effect

A Deferred Bonus Plan was approved by
shareholders in 2005 as a vehicle through
which the share element of the executive
annual bonus scheme can be delvered
The Deferred Bonus Plan provides that
awards under the plan are released to the
relevant individual after a further three-
year period and prowides that awards will
lapse where a participant leaves
employmenit, unless atherwise stated In
the Bonus Scheme rules or otherwise

determined by the Remuneration
Committee

Bonus payments for Messts Harding and
Lane for the 52 weeks ended 26
December 2006 were 56% of basic
salaries, two-thirds of which is payabte in
cash with the remaining third payable in
shares In March 2010, the third
anniversary of the cash bonus payment,
on the terms described above If the EBMS
1s approved by the shareholders at the
AGM, the amount of bonus paid in shares
for 2006 will be adjusted as described
below

Mr Singer ceased employment with the
Group on 6 November 2006 as a result of
redundancy On termination, the
Cormpany exercised its night to make a
payment in lieu of notice and detalls of
the payment made are set out an page
22 This figure was calculated in
accordance with Mr Singer's service
contract and includes a pro-rated bonus
in respect of completed months of service
duning 2006

As part of the Commuttees review of
Incentive arrangements for serior
management, and subject to the EBMS
being approved at the AGM, it (s
proposed that the annual bonus
opportunity for 2007 and future years will
be increased both at target and maximum
bonus For executive directors, the target
payment will be increased to 90% of
salary and the maximum payment will be
increased to 165% of salary It 15 proposed
that, 1n the case of executive directors,
30% of any annual banus wili be pard n
cash and the remaining 70% will be pad
n shares on a deferred basis via the EBMS
Bonus payments for 2007 and future years
for certain senior executives below Board
level will be paid in cash as to one half
with the other half paid in shares on a
deferred basis via the EBMS

If the EBMS 15 approved by the
shareholders at the AGM, the amount of
ponus paid in shares for 2006 will be
adjusted to facilitate the introduction of
the EBMS and to reflect the fact that na
awards under the PSP will be made this
year The cash element wilt remain fixed
{so that two-thirds of 56% of basic salary
will be paid for 2006) Having taken advice
from our remuneration consultants, the
deferred share element {previously one-
third of 56% of basic salary for 2006) wall
be increased by 45% of salary to reflect
the expected value lost as a result of the
discontinuation of the PSP and also taking

into consideration the new matching
element attaching to the deferred shares
under the EBMS

The performance measure for the 2007
bonus will continue to be P The
Committee believes that this measure
remains the best indicator of short-term
operating performance for bonus
purposes

If the EBMS proposal does not proceed for
any reasen, the annual bonus plan will
operate i the same way for 2007 as for
2006 and the transstional arrangements
will not apply

Long-term incentives

Long-term incentives are provided to drive
performance, aid retention and align the
interests of executives with those of
shareholders. In 2006 the Group made
awards under the Performance Share Plan
(PSP), the details of which are set out below

Subject to the successful outcome of
cansultation with major shareholders and
to approval of the EBMS by shareholders
at the AGM, it s proposed that, for awards
n 2008 and thereafter, the PSP be
replaced by the EBMS, the details of
which are summansed below Full details
of the EBMS are set out in an appendix to
the Notice of AGM A transitional
arrangement for 2007 1s needed because
awards under the EBMS relate to actual
bonus in respect of the pnor years Thus,
the first payments under the revised
bonus regime for 2007 will drive EBMS
awards for 2008 A transitional
arrangement for 2007 15 proposed and
described above and in the Chairman's
letter in the Notice of AGM

As mentioned above, for executive
directors and certain other senior
executives, It 1s proposed that, from 2008,
the EBMS will replace the PSP and the
Deferred Banus Plan Under the EBMS,
executive directors will recerve 70% of
thesr annual bonus {on a pre-tax basis) in
the Campany’s shares on deferred terms.
Other senior executives who participate in
the EBMS will compulsonly invest one half
of their annual bonus (again on a pre-tax
basis) If the parhicipant remains in service
for three years, he will be entitled to a
number of matching shares calculated by
reference to the Company's earnings per
share performance over the three-year
period At target performance, which 1s
Consurner Price Index (CPI) plus 3% per
annum, the participant will recerve a
match of 50% of the pre-tax amount of




deferred shares For maximum
perfarmance {CPi plus 9% per annum),
the participant will recerve a match of
100% of the pre-tax amount of deferred
shares The matching shares wili vest on a
straight line bas:s between target and
maximum performance

Aside fram the proposed EBMS, details of
the main features of the three current
share schemes In existence are
summansed below

(a) The PSP provides for condiional
awards of shares to the value of a
percentage of basic salary For 2006,
the Committee awarded Messrs
Harding, Singer and Lane shares to the
value of 200% of salary, with other
sentor and middle management
receiving awards of between 50% and
100% of salary (the 2006 Awards)
Under the PSP there are twa
performance conditions, relating to

+  The Group's real {ie overand
above inflation} earnings per share
(Real EPS) growth {which 1s
calculated excluding exceptional
ftems), and

«  Total Shareholder Return [TSR)
performance

The vesting of one half of the 2006
Awards {the EPS Tranche) will depend
on the Company’s growth in Real EPS,
measured in terms of the compound
annual growth in Real EPS achieved
aver the three financial years 2006 to
2008 by comparison with Real EPS for
2005 No shares will vest if Real EPS
growth 15 below 4% per annum, for
4% per annum growth 25% wiil vest,
and for above 12% growth per annum,
the EPS tranche of the 2006 Awards
will vest in full The vesung of the
remaining half of the 2006 Awards
{the TSR Tranche) will depend on the
Company's TSR relative to the
companies ranked 31-100 in the FTSE
100 index on 1 January 2006 No
shares will vest if the TSR ranking is
below the 50th percentile, 25% will
vest at the 50th percentile and at or
above the 90th percentile, this half of
the 2006 Awards will vest in full In
addition no part of the TSR tranche
will vest if Real £EPS of at least 3% per
annum s not achieved

For the previous awards made n 2005
only, the Committee decided to make
awards at an enhanced level Messrs
Harding and Singer recerved awards of

shares to the value of 300% of salary,
with other seruor and muddle
management receiving awards of
between 100% and 200% of salary
{the 2005 Awards) The vesting of one
half of the 2005 Awards {the EPS
Tranche) depended on the Companys
growth in Real EPS, measured in terms
of the compound annuat growth in
Real EPS achieved over the three
financial years 2005 to 2007 by
comparison with EPS for 2004 No
shares will vest If Real EPS growth s
below 4% per annum, for 4% per
annum growth 10% will vest, and for
above 12% growth per annum, this
haif of the 2005 Awards will vest in full
The vesting of the remairing half of
the 2005 Awards (the TSR Tranche}
vests on the same basis as outlined
above for the 2006 Awards

in order for the 2005 Awards to Messrs.
Harding and Singer to vest they or
their dependants needed to hald
shares (including any vested nghts to
acquire shares without payment under
any other employee share scheme)
equal to the maximum number of
shares under the 2005 Awards until 20
June 2008 (that 15, the vesting date of
the 2005 Awards} If this requirernent 1s
not met, the 2005 Awards shail japse
pro-rata 10 the shortfall in the
shareholding

Mr Singer left the business during the
penod and retired as a directer in
Novermnber 2006, when his 2005 and
2006 awards under the PSP lapsed

(b) The Long Term Incentive Pian {LTIP)

was in place for middle and senior
management and was replaced by the
PSP In 2005 The LTIP provided for
conditional awards of shares to a value
of up to 50% of salary (the basic
award} for middle and senior
managerment and up to a further 50%
{the matching award) for senior
management The matching award
was on a ratio of not mare than one 10
ore and accordingly the maximum
value of shares that were awarded in
any finantial year was 100% of salary
Release of the shares 1s dependent
upon the Company’s TSR performance
over a three-year penod measured
against the performance of companses
compnsing the FTSE 250 (excluding
investment companies) over the same
period and the continued
employment of the indiwvidual at the

date of vesting Shares vest in
proportion to the Company’s TSR
performance No shares vest If the
Companys performance 1s below
median, 20% of shares vest for median
TSR performance and fult vesting
requires TSR performance to be in the
top decife compared to the
comparator group The first award
under the LTIP, structured as a ni cost
option, was granted in March 2003 in
which Messrs Harding and Singer did
nat participate An award was made in
March 2004, in which Messrs Harding
and Singer particpated

For the 2004 award, the Company's
TSR performance against the
comparator group placed it in the 51st
percentile and as a result 22% of the
shares in the basic award and 33% of
the shares in the matching award have
vested In accordance with the
provisions for termation by reason of
redundancy, Mr Singer’s 2004 LTIP
award was preserved and vested on &
pro-rata basis, subject to the relevant
performance conditions as at the date
of termination of employment

{¢) The Executive Director Incentive Plan

(EDIP) was established to reward
Messrs. Harding and Singer in the
event of admission of the Company's
shares to the London Stock Exchange
and will not be repeated Under the
scheme, each 1s entitied to an award of
shares, structured as a nil cost option,
which vested in three annual trenches
{30%, 30% and 40%), starting from the
date of the first anniversary of
admission (20 June 2002), subject to
the Company’s TSR performance
aganst comparies in the FTSE 250
{excluding investment companies)
over the penod from the date of
admission 1o the date immediately
preceding each relevant tranche
vesting date If top quartile TSR
performance were achieved, all the
shares in that tranche would vest If
median TSR performance was
achieved, half the shares would vest,
and if performance is between the
median and upper quartiles, between
half and the full amount would vest,
on a straight-hne basis No shares
would vest for below median
performance The three performance
periods were completed by June 2005
and all of the shares have vested In
accordance with the terms of the EDIP
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Mr Singer continued to be entitled to
call for the underlying shares following
termination of employment

The Company also operates SAYE Share
Option Schemes for eligible employees
under which opttons are granted with an
exercise price up to 20% below the
prevailing share price Senior
management are eligible to participate

No signficant amendments are proposed
to be made to the terms and conditions
of any entitlernent of a director to share
options

Pension arrangements

Market competitive retirement benefits
are provided to act as a retention
mechanism and to recognise long service
Mr Harding 1s @ member of the
"Retirement Plan” section of the Willlam
Hill Pension Scheme and Mr Singer was a
member up until his leaving employment
with the Group This provides defined
benefits based on final pensionable pay
and length of service Benefits accrue at a
rate of 1/30th of pensionable salary, up to
the Earnings Cap, for each year of
pensionable service Therr dependants are
ehigible for dependants’ pensions and the
payment of a lump sum, equivalent to
four times salary, in the event of death in
service Pensionable pay is basic salary less
the Lower Earnings Limit and no other
payments are pensionable

From Apnl 2006 a scheme specific
earnings im:t was introduced, equivalent
to the Earrnings Cap, and members’
benefits were restncted accordingly The
loss of benefit as a result of this earmings
imit, and the Easmings Cap before it 15
compensated for by a salary supplement
of 109 of 1otal salary Messrs Harding and
Singer receved 10% of salary for this loss
of benefit in the penecd, in Mr Singer's
case up to the date of leaving As referred

to above, the Company exercised its nght
to make a payment in lieu of notice to Mr
Singer on termination of his employment
and details of the payment made are set
out on page 22 In accordance with Mr
Singer’s service contract, this payment
included an element, which represented
the pensions berefit he would have
received duning his notice pernod

The current final salary scheme 15 closed
to new entrants and has been replaced by
a money purchase scheme, the Pensions
Savings Plan 2001, in respect of new
joners, including any future appointments
of executive directars The employer
contnbutions under the money purchase
scheme are 20% of pensicnable salary for
executive directors subject to the same
earnings herut as in the “Returement Plan®
Mr Lane 1s a member of the Pensions
Savings Plan The salary supplement
referred to above 15 not pad to members
of this plan

The normal retirement age 15 63 {final
salary} and 65 (money purchase)
However, in view of the Age
Discrirmination legislation introduced in
October 2006, indiwiduals can opt to
continue working until 65, the Group’s
recognised normal retirement age

Policy regarding minimum
shareholding

It 15 the Board's policy to require executive
directors and certain members of senior
management to hold a mimimum
shareholding in the Company equal to
one years basic salary Whilst not
contractually enforceable the Committee
expects to exercse Its discret:on so as not
to extend participation in vanous benus
schemes and long term incentve
arrangements to indmiduals who fail to
meet the minimum sharehclding
requirement David Harding already meets

this requirement, as stipulated by the
Commuittee, and other members of senior
management are expected to do so by
the end of 2007 and for Simon Lane, the
end of 2009 These timeframes were setin
the expectation that all or part of the
options and shares awarded under the
vanous share schemes will vest by these
dates thereby providing the executive
with shares that can contnbute towards
meeting the minimum shareholding
requirement.

Performance graph

As required by the Regulations, the graph
below shows the Company's performance,
measured by TSR, compared with that of
the perforrmance of the FTSE 250
{excluding investment companies) Index
The FTSE 250 {excluding investment
companies) Index has been selected for
this companson because it 1s the index
used by the Company to determine
payments under rmost of its current long
term Incentive arrangements.

The graph consists of paints representing
the change in the value of a nominal
investment of £100 made on 26 June
2002 in the Company and the FTSE 250
(excluding investmment companies) [ndex,
respectively The change in value of the
index holding reflects changes in the
value of the constituent companies over
the penod The closing values at 26
December 2006 represent the value of
each nomina! holding at that date and
reflect the change in the share price and
the value of dwdend income re-invested
over the penod

Executive directors’ contracts

It 15 the Company’s policy that executive
directors should have contracts with an
indefinite term providing for a maximum
of ane year's notice Consequently no
executive has a contractual notice penod
in excess of 12 months

In the event of early termination the
policy on executive directors’ contracts
provides for compensation up to a
maximum of 12 menths’ basic salary,
pension contrioutions, other benefits, and
pro-rated annual bonus. The Committee
will also consider mitigation to reduce
compensation to a deparing director
where appropriate to do 5o

Mr Harding 1s employed under a service
contract with the Company dated 28 May
2002 and 1s entitled under the contract to
a basic annual salary, parucipation tn the
Company’s bonus scheme, a company car




{or cash allowance in lieu), permanent
health insurance and private medical
insurance cover Mr Harding 1s also
enutled to membership of the Company’s
pension scheme (pensionable salary
lirmated to the Earnings Cap) and receives
an annual payment of 109 of basic salary
to reflect the restriction imposed by the
scheme specific eamings imit Mr
Harding's contract 1s for an indefinite term
ending automatically an his retirement
date {age 63), but may be terminated by
12 months’ notice given by either party
The Company may at 1its discretion elect
to terminate the contract by making
within ten days of the termination of
employment a payment 1n lleu of notice
equal to

+ The sa'ary Mr Harding would have
received dunng the notice penad,

+ A pro-rated amount in respect of
bonus in respect of the year in which
the employment terminates, and

The annual cost to the Company of
providing pension and all other
benefits to which Mr Harding 15
entitled under his contract

If Mr Harding’s employment 1s terminated
following a change of control of the
Company and within 12 manths of such
change of control Mr Harding 1s given
notice or if Mr Harding terminates his
employment for a good reason as defined
n the service contract, the Company 15
obliged to pay within seven days of the
termination of the employment a lump
sum payment calculated in the same way
as the payment in heu of notice descnbed
above

Mr Lane 1s employed under a service
contract with the Company dated 20
March 2006 The Remuneration
Commuttee took the opportunity to
review the service contract used for
existing directors in the light of
developments in best practice in this area
and with regard to institutional
shareholder guidance Mr Lane’s contract
1511 the same format as that which
applies to Mr Harding other than in
respect of pension (see comments on
page 20) and as set out below

+  Mr Lane’s contract is for an indefinite
term ending automatically on his
retiremenit date (age 65), but may be
terminated by 12 months’ notice gwven
by either party The Company may at
its discreton elect to terminate the
contract by making a payment in lieu

of notice calculated along the lines
referred to above for Mr Harding
However for Mr Laneg, his payment
may be paid at the Company's
discretion either as a lump sum or :n
12 equal monthly instalments If the
Company elects to pay in instalments
and Mr Lane commences afternative
employment or provides services
pursuant 1o a consultancy
arrangement while the monthly
payments are being made then they
shall be reduced by 80% of 1/12th of
the basic annual salary or fee There s
a contractual obligation to secure
alternative employment as 500n as
reasonably practicable

+  The provisions contained in
Mr Harding's contract relating to
termination following a change of
control are not replicated in Mr Lanes
contract.

Mr Singer’s service contract was
terminated on 6 November 2006 and its
terms and conditions were the same as
those referred to above for Mr Harding
The Company chose to exercise its right
to terminate the contract by making a
payment in heu of notice on the basis
outlined above The Company alsc agreed
10 continue to provide medical cover
under the Company’s scheme until March
2007 Details of any continued
enttlements under the Company s various
share schemes are referred to earlier In
this report and tn the table of this report
on page 23 He also recetved a payment
of £26,400 1n respect of statutory
emplayment nghts pursuant to a
comprarmise agreement together with a
contnbution of £4,000 towards his legal
fees

Non executive directors’ letter of
appointment

All non executive directors have specfic
letters of engagement and their
remuneration 15 determined by the Board
within the limits set by the Articles of
Assoaation and based on independent
surveys of fees paid to non executive
directors of similar companies.
Remuneration 1s set taking account of the
commitment and responsibilwes of the
relevant role The non executive directors
do not have service contracts

Mr Scott was appointed a non executive
director on 15 April 2002 and Non
Executive Chairman on 1 January 2004
under an appamntment letter dated 28

October 2003 and his initial term of office
expired on 31 December 2006 Following
a review by the Nomination Committee,
charred by the Senior Independent Non
Executive Director, and agreement by the
Board his term of office was extended by
a letter dated 5 December 2006 for a
further three-year term ending on 31
December 2009 With effect from 1 March
2006, Mr Scott has been paid a basic
annual fee of £250,000 1n respect of all
services rendered to the Company,
including chairng the Nomination
Commuttee With effect from 1 March
2007, Mr Scott’s basic annual fee was
increased by 5% to £262,500

In March 2006, the basic annual fee paid
to non executive directors was Increased
to £40,000 with the addisonal fee for
chairing a Board committee remaining at
£7,500 As all independent non executive
directors chared Board commuttees, they
all receive an annual fee of £47,500 With
effect from 1 March 2007, the basic
annual fee was increased by 6 3% to
£42,500 and the additional fee increased
by 33 3% to £10,000 Also, with effect
from 1 March 2007, the Sentor Non
Exeutive Director will be paid an
additional fee of £2,000

Non executive directors are appointed for
an initial term of three years and in
normal circumstances, and subject to
satisfactory performance and re-election
at AGMs, they would be expected to serve
for an additional three-year term Non
executive directors may be requested to
serve for a further three-year term subject
to rigorous review at the relevant ttme
and agreement with the relevant director
Maessrs Allvey's and Gibson’s appointment
letters were dated 17 and 22 May 2002,
respectively and their terms of office were
extended by letters dated 12 Apnil 2005
for a further three-year term to expue on
17 May 2008 and 22 May 2008,
respectively Mr Edmonds was appointed
as an independent non executive director
n January 2005 and his appointment
letter dated 22 December 2004 provides
for bus 1mual term of office 1o expire on

1 January 2008 Upen termination or
resignation non executive directors are
not entitled to compensation and no fee
1s payable in respect of the unexpired
portion of the term of appointment Non
executive directors cannot participate in
any of the Company’s incentive schemes
and are not eligible to join the Group's
pension scheme
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Audited information

Aggregate directors’ remuneration.

2006 2005

tortal total

£ E

Emaluments 2,806,719 1,219,507
Gains on exercise of share options 4,476,081 20,897

7,282,800 1,240,404

Directors’ emoluments
Compensaticn
Fees/ Benefits Annual Inleuof  forloss of 2006 2005
basic salary n kand bonuses dividends office total total
Name of Director E £ f £ £ £ £
Executive directors
David Harding 539,000 25,156 280,000 155,852 - 1,004,008 504,067
Simon Lane (appointed
20 March 2006) 209,582 17,958 115,500 - - 343,040 -
Tom Singer {resigned
6 November 2006) 292,850 19,505 - 133,504 624,980 1,070,839 349,606
Non executive directors
Charles Scott 248,333 - - - - 248,333 237,500
David Allvey 46,833 - - - - 46,833 42917
David Edmonds 46,833 - - - - 46,833 42,500
Barry Gibson 46,833 - - - - 46,833 42,17
Aggregate emoluments 1,430,264 62,519 395,500 293,356 624,980 2,806,719 1,219,507

"Included in fees/basic salary for Messrs Harding and Singer was £49,000 and £28,500 respectively, paid as a salary supplement
sn heu of pension benefit lost due to the Earmings Cap

: One third of the charge included above for Messer Harding and Lane’s annual bonuses is payable in shares held on a deferred
basis until March 2010

*In lieu of dividend payments represent amounts payable under the rules of the EDIP scheme, whereby on exerctse of these
options, the holder 1s entitled to an amount equivalent to the dividends payable on the relevant shares between the date of
vestung 2nd the date of exercise

* Mr Smger’s service contract was terminated on 6 November 2006 and the Company ¢hose 1o exercise its nght to terminate the
contract by making contractually agreed payments as follows one year’s salary in heu of notice (£345,000), an amount
estimated as the Company’s annual contribution to Mr Singer’s pension entitlement (£67,080), a pro-rated 2006 profit bonus
{£152,000), and a benefits in kind compensation payment {£34,500) He alsa received a payment of £26,400 in respect of
statutory employment rights pursuant to a compromise agreement In addstion to these amounts shown above, the Company
also agreed to continue to provide medical cover under the Company’s scheme until March 2007 and to make a contribution of
£4,000 towards his legal fees Details of his entitlements under the Company’s share schemes are referred to on page 23

The executive directors are the highest paid employeas within the Group.

There were no payments made to executive directors by the Company duning the financial year for compensation for loss of office or
payments in connection with the termination of qualifying services except as disclosed above for Mr Singer The non-cash elements of
the executive directors’ remuneration packages consist of the provision of a company car or car allowance, private health cover, travel
card and permanent health insurance




Directors’ share options and awards

Aggregate emoluments disclosed above do not include any amounits for the value of share options to acquire, or awards over,
ordinary shares in the Company granted to or held by the directors

Details of the aptions exercised dunng the penod are as follows

Gains on Gans on

Market exerase exerqse

Number of Exercise value at 2006 2005

Name of director Schemne apuons prce  exerase date £ £
David Harding EDIP 455,556 Nil £6.26 2,851,781 -
Tom Singer {resigned 6 November 2006} EDIP' 150,000 Nil £5925 888,750 -
EDIP 117,500 Nil £626 735,550 -

SAYE 2002 - - - - 20,897

4,476,081 20,897

'Mr Singer exercised his EDIP in three tranches a tranche of 150,000 shares on 10 August 2006 and a second tranche of 117,500
on 6 September 2006 as shown above The final tranche of 160,278 was exercised followtng his ceasing to be a director

Detasls of options for directors who served during the penod are as follows

Number of Forfeited/ Number of
shares at Granted Exercised lapsed shares at Date
27 December during the during the during the 27 Decembey Exercise from which Expiry
Nime of director Scherme 2005 perod penod period 2006 pree exarcisable date
David Harding EDIP 855556 - (455 556} - 500 000 Nil June 2005 June 2008
LTP 2004 81508 - - - 81508 Nl March 2007 March 2014
PSP 2065 2451353 - - - 2451353 Nil June 2008 June 2015
PSP 2006 - 173912 - - 173912 Nl March 2009 March 2016
Simon Lane éappointed
20 March 2006) PSP 2006 - 86,956 - - 86,956 Nl March 2009 March 2016
Tom Singer {resgned
6 November 2004) EDIP 427,778 - {267,500 - 160,178 Nk Jure 2005 June 2008
TP 2004 48,090 -~ - (36 703} 11,387 Nil March 2007 March 2014
PSP 2005 184,015 - - (184015) - Nil June 2008 June 2015
PSP 2006 - 120,000 - (126000} - Nil March 2009 March 2016
SAYE 2005 2073 - - 1,184} 889 457p November 2006 Apnl 2007
Charles Scott N/A - - - - - - - -
David Allvey N/A - - - - - - - -
Cawd Edmonds N/A - - - - - - -
Barry Gibson N/A - - - - - - - -

' Orin the case of Mr Singer, at the date of termination of employment
?Fully vested but not exercised

Mr Singer’s role became redundant and he left employment with the Group and ceased to be a director on 6 November 2006 His
entitlements under the share schemes following termination of employment are set out below

. EDIP - the award had already vested at the date of termination and he was entitled to call for the underlying shares in accordance
with the EDIP rules,

+ 2004 LTIP - the scheme rules provided that on redundancy awards were preserved and that they vest on a pro-rata basis, subject
1o achieving relevant performance conditions as at the date employment terrminated The table abave shows the pro-rated
amount of the award available following terrunation and after applying the performance conditions The balance of the shares
under the award lapsed,

+ 2005 and 2006 PSP — on termination of employment, the Remuneration Commuttee decided not to exercise its power to preserve
thesa awards tn view of the relatively recent grant dates and the awards therefore lapsed on termination of employment, and

. SAYE —n accordance with the rules of the SAYE Scheme, the outstanding options were exercisable within 6 months of the
terrmination date
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In addition, the following details the movements on deferred bonus shares for applicable directors who served during the perod

Number of Number of

shares at Granted Transferred shares at
27 Decermber dunng the dunngthe 27 December Matunty
Name of director Scheme 2005 period penod 2006 date
Dawid Harding Operating honus 10,037 - - 10,037 June 2008
Tom Singer QOperating bonus 5921 - - 5921 June 2008

' Or in the case of Mr Singer, at the date of termination of employment

The Remuneration Commuttee exercised its power to vest Mr Singer's outstanding awards under the Deferred Bonus Plan following
the termination of his employment

The Company’s ordinary shares were listed and admtted to trading on the London Stock Exchange on 20 June 2002 at a price of

£2 25 at which time Messrs Harding and Singer became eligible to benefit under the EDIP arrangement For the EDIP, the performance
cntena under which options have been granted are detalled on page 19 Optons granted under the SAYE Share Option Schemes are
not subject to performance cnteria There have been no vanations 1o the terms and conditions or performance criteria for share
opuons during the financial year

The market pnce of the ordinary shares at 26 December 2006 was £6.34 and the range durning the penad from 27 December 2005 to
26 Decernber 2006 was £5 35 to £6 63
Directors’ pension entitlements

Messrs Harding and Singer were the only directors who were members of the Group’s defined benefit pension scheme dunng 2006
Mr Singer left active service on 6 November 2006, whilst Mr Harding was a director for the duration of the year

In accordance with the Regulations, the following table shows the members’ contnbutions, the increase in accrued entitlement during
the perod and the accrued entitlement at the end of the period

Increase i Accrued

Acciued pension Real increase acerued pension

27 December n accrued penodinthe 26 Decemnber

2005 pension Inflaton penod 2006

Name of director f £ £ £ £
David Harding 18773 3478 £76 4,154 22927
Tom Singer 17,307 2,708 518 3226 20,533

' Or in the case of Mr Singer, at the date of terminaton of employment

The following table sets out the transfer value of the directors’ accrued benefits under the same scheme calculated in a manner
consistent with "Retirement Benefit Schemes” - Transfer Values {GN 11)” published by the Institute of Actuanes and the Faculty of
Actuanes

Value of real Increase

Increase In In transfer
Transfer value accnsed pension  Other changes valuemnthe  Conmbutions  Transfer value
27 December net of to transfer penod net of made bythe 26 December
2005 conmbutions value contnbutions director 2006
Narme of director £ £ £ £ £ £
Dawid Harding 199,089 34,381 23,307 57,688 5393 262170
Tom Singer 132,569 18,238 17,027 35,265 4,488 172322

'Or in the case of Mr Singer, at the date of termination of employment

The transfer values disclosed above do not represent a sum paid or payable to the individual director Instead they represent a
potential hability of the pension scheme




Members of the scheme have the option to pay additional voluntary contnbunons, neither the contributions nor the resulting
benefits are included in the above tables

Contnbutions of £18,050 were made to a defined contribution scheme on behalf of Mr Lane dunng the penod

Approval
This report was approved by the Board of directors on 5 March 2007 and signed on its behalf by
Barry Gibson

Chairman of the Remuneration Committee
S March 2007

voday woNTIBUNWSY 510133110

9007 SIUN0D2Y /3 LIoday [ENUUY Jd §'H WeTRM

L)
o



Statement on Corporate Governance

Willam Hill PLC Annual Report & Accounts 2006

[
(=

Statement on Corporate Governance

The directors are committed to high
standards of corporate governance and
this statement sets out how the Board has
appled the prninciples set outin the July
2003 Financial Reporting Councll
Combined Code on Corporate
Governance {the Code) and dentifies and
provides an explanation for any non-
compltance with the Code's provisions
dunng the penod

Compliance with the Code’s
provisions

Throughout the period, the Company has
complied with the provisions of the Code
The Board has also reviewed the revised
Comixned Code published in June 2006
and 1s comphant with the provisions
introduced by this revised document in so
far as they are consistent with the
provisions of the 2003 Code

The Board

The Chairman, Chief Executive, Senior
Independent Non Executive Director

and ather directors, ncluding those
considered by the Board to be
independent, are lsted on page 14
Details of Board and committee
attendance are set out on page 27

Mr Lane was appointed to the Board on
20 March 2006 and Mr Singer resigned on
6 November 2006 Appropnate insurance
cover Is in place In respect of legal action
against directors

Thomas Murphy was appointed Company
Secretary on 1 March 2006 following
Helen Granthams resignation to take up a
positon elsewhere

The Board operates within a formal
schedule of matters reserved to it. Other
powers are delegated to the vanous
Board Committees and senior
management. Details of the roles and
responsibilities of the Board Commuttees
are set out on page 28 Papers for board
and committee meetings are crculated in
advance of the relevant meeting and
where a director 15 unable to attend he
continues to be provded with a full copy
of the papers and has the opportunity to
comment on the matters to be discussed

The Board considers that its pnmary role
1s to provide leadership to the Group, to
set the Group’s long-term strateguc
objectives and to develop robust
corporate governance and fisk
management practices The Schedule of
Matters Reserved to the Board and

delegated authorities are reviewed and
approved by the Board annually Matters
reserved to the Board include, amongst
other matters

«  Setting the overall direction, long-term
objectives and strategy of the Group
and delegating day-to-day
management o the Chief Executive,

- Reviewing Group performance,

+ Reviewing the arrangements in place
relating to regulatery and industry
1S5Ues,

Approving the appointment and
removal of any board member and the
Company Secretary,

»  Reviewing and approving the terms of
reference of the various board
committees and recewing reports from
commuttee chairmen on a regular
basis,

»  Approving changes to the Group’s
capital structure, any sigrificant
acgquisitions and disposals, caprtal
investment prajects and matenal
contracts,

«  Approval of the Group’s annual plan,
Annual Report and Accounts and
Interim Statement, and setting the
Group’s dividend policy,

+  Approval of the Group’s chanitable
donations and Group-wide corporate
socal responsibility pelicies,

+ Undertaking reviews of baard,
commuttee and individual director
performance at least annually, and

+ Succession planning for sentor
management and the Board {on the
recommendation of the Normination
Committee)

The authenty delegated to seruor
management provides a practical
framework to executive management,
which seeks to achieve the dual obyectives
of maintatning effective financsal and
operational contrals whilst pronding
sufficient flexibibity to manage the
business, Examples of areas of such
delegated authority include the release of
capital expenditure against approved
budgets, treasury activity within approved
limits, payroll processing, property
transachions, LBO development activities,
the setting of bet acceptance hmits and
routing transaction processing

The Board compnses indmwduals with
wide business expenence gained in

various sectors of industry and in the
public sector They have access to all
information relating to the Group, the
adwvice and services of the Company
Secretary (who s responsible for ensuring
that Board procedures are followed), and,
as required, external adwice at the
expense of the Group

During the penod, the Chairman met with
the nan executive directors without the
executive directors being present and as
part of the process to appraise the
Chairman’s performance the Senior
Independent Non Executive Director met
with Mr Allvey and Mr Edmonds, the
other independent non executive
directors

Chairman and Chief Executive

There 15 a clear division of responsibilities
between the Chasrman and Chief
Executive whereby the Chairman s
responsible for the runring of the Board,
and the Chief Executive has executive
responsibility for the running of the
business. Dunng 2004, the Nomination
Committee and the Board approved
revised role descnptions for these
individuals together with a written role
description for the Senior independent
Non Executive Director The Nomination
Commuttee and the Board reviewed these
documents duning 2006 to confirm that
they remained appropriate The Seniar
Independent Non Executive Director’s
main role is to satisfy the function
outlined in the Code of being avalable to
shareholders if there are concerns which
normal contact has faded to resolve, to
lead the process for evaluating the
Charrman’s performance and to chair the
Nomination Committee when it 15
considenng succession to the role of
chaurman No one indwvidual has
unfettered powers of decision-making

Mr Scott satisfled the independence
¢ritenia detalled in prowision A3 1 of the
Code on his appointment as Chairman
and detalls of hus other significant
commitments are sét out on page 14

He stepped down as a director of Massive
Limited on 23 February 2006 and was
appointed to the board of Aybe Group
Lmited on 1 Apnl 2006

Board balance, independence
and appoimtments

Duning the year, the Nomination
Committee and the Board reviewed the




2006 Board and committee meetings

Board Audit and Risk Corporate

Management  Responsibility Nomination  Remuneration

Scheduled' Ad hoc Committee Committee Committee Committee

Number of meetings held 12 3 6 4 4 6
Meetings attended

Charles Scott 12 2 N/A 4 4 N/A

David Allvey 12 2 6 N/A 4 5

David Edmonds 12 0 6 4 N/A 6

Barry Gibson 12 2 6 N/A 4 6

David Harding 12 3 N/A 4 N/A N/A

Simon Lane (appointed on 20 March 2006) 10 3 N/A N/A N/A N/A

Tom Singer (resigred on & November 2006) 9 1 N/A N/A N/A N/A

Notes

' The Board held 12 scheduled meetings (including an off site Strategy Day, with sentor managers) dunng the penod and 3 ad hoe meetings hetd to consider

specific 1ssues

? Al directors, other than Mr Singer aftended all scheduled board meenngs Non attendance relates to ad hoc meetings <alled on short notice where directors were
unable 1o attend due to confiicting commitments, The figures shown in the table include both attendance i person and by telephone

structure, size and composition of the
Board (together with an evaluaton of the
Board’s balance of skills, knowledge and
expenence), the membership of the
various board committees and the
expected tme commitment and policy for
multiple board appointments for
executive and non executive directars

The directors’ aim 15 to ensure that the
balance of the Board reflects the changing
needs of the Group’s business In 2005,
the Board identified the need for the
appaintment of a Chief Operating Officer
to lead the programme for integration of
the Stanley retail business and to take
over day-to-day responsibility for the
Groug's operations Following the
surcessful conclusion of this project and a
review of the Chief Executive’s
responsibilshes and ongoing workload,
the role of Chief Operating Officer
became redundant and Mr Singer
resigned from the Board in Novemnber
2006 With effect from this date, the Chief
Executive assimilated Mr Singer’s duties
within his own role Mr Lane was
appainted as Group Finance Director in
March 2006

The Nomination Committee and the
Board will continue to monttor the Board
balance and skills at least annually

During the penod, the Board included
three :ndependent non executive
directors The number of directors dunng
the penod compnsed six directors for part
of the penod and seven directors for the
remainder The Company satisfied the
Code requirements that at least haif the
Board, excluding the Chairman, should
campnse non executive directors

deterrmined by the Board to be
independent

Appointments 1o the Board are the
responsibility of the full Board, on the
recommendation of the Norminaton
Commuttee On jaining the Board, non
executve directors receive a formal
appointment letter, which identifies the
time commitment expected of them

A potential director candidate 1s required
to disctose all significant outside
commitments prior to appointment and
the Board has approved a policy requining
disclosure and approval by the Board of
all additronal appointments for executive
or non executive directars The terms and
conditions of appointment of non
executive and service contracts of
executive directors are avalable to
shareholders for inspection at the Group'’s
registered office dunng normal bustness
hours and at the Annual General Meeting
{for 15 minutes prior to the meeting and
dunng the meeting}

Information and professional
development

The Board receves detalled reports from
executive management on the
performance of the Group at monthly
board meetings and other information as
necessary and semor management
regulary make presentations to the Board
on their areas of responsibility Regular
updates are provided on relevant legal,
corporate governance and financial
reporting developments and directors are
encouraged 1o attend external seminars
on areas of relevance ta their role The
Board has approved an information and

professional development policy for
directors

A formal induction programme has been
developed by the Company Secretary and
approved by the Chairman This was
implemented for Mr Lane during the
peniad following his appointment and
tatlored as appropnate A range of both
general and company-specific tnformation
was provided in hard copy and this was
supplemented by a sernes of meetings
with external adwisers and employees.
Inductron programmes are in place for
appointment to the Board, the Audht and
Risk Management Committee, the
Remuneration Committee and the
Corparate Responsibility Committee

All directors have access to the advice and
services of the Company Secretary The
removal and appointment of the
Company Secretary 1s a3 matter reserved
for Board approval The Board also cbtains
advice from professional adwisers as and
when required

Performance evaluation

A process of performance evaluation of
the Board, its committees and directors s
undertaken on an annual basis and the
process undertaken for 2006 involved the
following

The four Board commuttees
conducting a review of thesr terms of
reference and considenng a detailed
questionnatre 10 assess committee
performance,

»  One-to-one meetings between an
external adwrser, Egon Zehnder, and
each director {including the Chairman
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and Senior Independent Non
Executive Director) and the Company
Secretary 1o discuss Board and
commuttee practices and to assess
individual director performance,

Following these initial meetings 2
further discussion between Egon
Zehnder and each director t¢ provide
feedback from the earlier meetings,
and

+ The performance evaluation process
concluded with a presentation by
Egon Zehnder to the Board,
summansing the main ponts ansing
from their review and the approval of
action to address 1ssues raised

The Senior Independent Non Executive
Director led the process for the evaluation
of the Chairman's performance, with the
assistance of Egon Zehnder as outhned
above, and concluding with a meeting
with the other independent non
exacutive directors and feedback to the
Chairman

Re-election

Al directors are subject to election at the
first annual general meeting following
their appointment by the Board The
Company’s Articles of Association state
that each year one third of directors
should retire by rotation but that if a
director has at the start of the Annual
General Meeting been a director for more
than three years since his last re-
appontment, he shall retire In practice,
this means that every director stands for
re-election at least once every three years

The Board explains the reasons why 1t
believes each director should be elected
of re-elected in the Notice of Meeting for
the next Annual General Meeting As
referred to above, those directors who
held office duning the penod have been
subject to formal performance evaluation
and the Board believes that therr
performance continues to be effective
and to demonstrate commitment to their
relevant role Therr re-election s also
consistent with the Board's evaluation of
the size, structure and composition of the
Board

Remuneration

The Directors’ Remuneration Report 15 set
out on pages 17 10 25

Relations with shareholders

The Board remains committed to
maintaining good relationships with both
institutional and private shareholders
There continues to be a regular dialogue
with institutional sharehelders, although
care 1s exercised to ensure that any pnce-
sensitive iInformation 1s released at the
sarne time to all shareholders, in
accordance with the requirements of the
UK Listing Authonty Shde presentations
provided to insttutional shareholders and
analysts following the publication of the
Group's preliminary and intenm results are
made avalable on the Group's investor
relations website, www williamhillplcco uk
and a recording of the results
presentations can be accessed via
telephone for a period following the
meeting

The Chasrran 1s avaitable to discuss
strategy and governance 1ssues with
shareholders and Mr Gibson, as the Senior
Independent Non Executive Director, 15
available to shareholders if they have
concerns that have not, or cannot, be
addressed through the Chairman, Chief
Executive or Group Finance Director
Meetings between the Chairman, Chief
Executive and/or the Company Secretary
and shareholders have been held on
request to discuss governance and
corporate responsibility 1ssues generally

The Group obtains feedback from its
broker, Cikgroup, on the views of
institutional investors on a non-attributed
basis and the Chief Executive and Group
Finance Director communicate the 1ssues
and concerns of major shareholders to the
Board As a matter of routine, the Board
receves a monthly repart from Citigroup
on ssues relaung to recent share price
performance, trading activity and
institutional investor senttment The Board
also receves coptes of relevant analysts’
reports on an ad hoc basis.

The Board regards the Annual General
Meeting as an important opportunity to
communicate directly with all
shareholders. Board members, including
the charrmen of the Remuneration,
Nomination, Audit and Risk Management
and Corparate Responsibiity Committees,
attended the 2006 meeting and intend to
attend the forthcoming meeting and wall
be available to answer questions. In order
that shareholders are aware of the other
shareholders’ voting intentions, the details
of proxy votes for the meetngs held n

2006 were announced at the relevant
general meeting and were made available
on the Group's website following the
meeting The website also contains coples
of the Notices of Meeting and explanatory
notes, A separate resolution was proposed
on each substantially separate ssue 1t 15
intended to continue with these practices
for 2007 and future shareholder meetings.
tt 15 planned to post the Notice of the
2007 Annual General Meeting to
shareholders with the Annual Report and
Accounts at least twenty working days
prior to the date of the meeting

Board Committees

The Remuneration Committee, the
Nomtnation Committee, the Audit and
Risk Management Committee and the
Corporate Responsibility Commuttee, are
standing committees of the Board

The terms of reference of the Commuttees,
including thewr abyectives and the
authonty delegated to them by the Board,
are available upon request or via the
Group's investor relations website

(www willamhillplc.couk) and are
reviewed at least annually by the relevant
committes and the Board All committees
have access to independent expert advice
Appaintments to Board committees are
for three-year terms extendable by no
more than two additional three-year
terms

Audit and Risk Management
Committee
The role and operation of the Audit and

Risk Management Committee )s set out In
Its report on pages 31 to 32

Nomination Committee

The role and operation of the Nomination
Committee Is set out In 115 report on

page 30

Remuneration Committee

The role and operauon of the
Remuneration Cornmittee s set out in the
Directors’' Remuneration Report on pages
17to 25

Corporate Responsibility
Committee

Details of the membershup and areas of
key focus of the Corporate Responsibility
Committee are set out in the Corporate
Responsibility secuion on pages 33 to 40




Internal control

The Board has overall responsibility for the
Groups internal control systems and for
montonng therr effectiveness Executive
directors and senior management are
responsible for the implementation and
maintenance of the internal control
systems, which are subject to periodic
review that s documented The Intemal
Audit department maintains a database
recording the system of internal controls
n every division and department
throughout the Group

The Board monstors the ongoing process
by which critical nsks to the business are
identified, evaluated and managed This
process 1S consistent with both the
Turnbull Guidance on Internal Control,
and the revised gusdance 1ssued by the
Financial Reporting Councit in October
2005, and has been in place for the period
under review and up to the date of
approval of the Annual Report and
Accounts

Each year the Board assesses the
effecuveness of the Group's system of
internal controls including financial,
operationat and comaltance controls and
nsk management systems} on the basts of

- Established procedures, including
those already descnbed, which are in
place to manage percewved risks,

+ Regular reports by management to
the Audit and Risk Management
Cormmittee on the adequacy and
effectiveness of internal control
systems and significant control issues,

+ The continuous Group-wide process
for formally identifying, evaluating and
managing the significant nsks to the
achievernent of the Group’s objectives,
and

« Reports to the Audit and Risk
Management Committee on the
results of internal audit reviews and
work undertaken by other
departments,

The Group’s internal control systems are
designed to manage, rather than
elirminate, the nsk of fallure to achieve the
Group’s objectives, and can only provide
reasonable, and not absolute assurance
against material misstatement or loss In
assessing what constitutes reasonable
assurance, the Board considers the
matenality of financial and non-financial
nisks and the relationship between the

cost of, and benefit from, internal control
systems

The Board regularly reviews the actual
and forecast performance of the business
compared with the annual plan, as well as
other key performance indicators

tines of responsibility and delegated
authorities are clearly defined The Groups
pohiaes and procedures are regularly
updated and distnbuted throughout the
Group The Audit and Risk Managerment
Committee receves reports on a regular
basis on compliance with the Group's
policies and procedures

No significant fadings or weaknesses were
identified as a result of the review of the
effectiveness of the Groups system of
internal control

Assessment of risk

A corporate nisk matrix has been
developed and has been updated
following detailed review by Internal
Audit and senior management dunng the
penod The matnx 1s approved annually
by the Audit and Risk Management
Committee and the Baard The matrix
records the key nsks facing the business,
the assessment of the ikelihood of the
nsks crystalising and their potential
materality, and the Group’s response to
each nsk Responstbility for management
of the nisks 15 attnbuted typically to semor
management

The Board uses the control and nsk
management processes 1o idennfy and
manage any significant nsks ansing from
social, environmental and ethical 1ssues
Further detalls of the Group's corporate
responsibility practices are descnbed on
pages 33 to 40

Internal Audit

The Internal Audit department reviews
the extent to which systems of internal
control are effective, are adequate to
manage the Group’s significant nsks,
safeguard the Group's assets, and in
conjunction with the Company Secretary
and General Counsel, ensure comphance
with legal and regulatory requirements
It provides independent and objective
assurance on risks and controls to the
Board and seror managermnent

tnternal Audit’s work 1s focused on areas
of greatest risk to the Group, as
determined by a structured nsk

assessment process INvolving executive
directors and senior management The
output from this process 1s summansed in
an annual audit plan, which 1s approved
by the Audit and Risk Management
Comimuttee The Head of Internal Audit
reports regularly to the Group Finance
Director and the Audit and Risk
Management Commitiee

The role of the Internal Audit department
and the scope of 1ts work continue to
evolve to take account of changes within
the business and emerging best practice

Going concern

The directors have prepared the financial
statements on a going concern basis
consistent with their view, formed after
making appropriate enguines, that the
Group 1s operationally and financially
robust
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Report of the Nomination Committee

Membership and meetings

Set out below 1s the current membership of the Nomination Comnnittee together with
the year in which membership commenced No changes have been made to commuttee
membership dunng the penod under review The majonty of members of the
committee are independent non executive directors and the commuttee 15 chared by

the Board Chairman

Director Year of appointment
Charles Scott, Chairman 2002
David Allvey 2002
Barry Gibson 2002

The Company Secretary, or one of the
committee members, acts as secretary to
the Commuttee

The Committee meets as necessary but at
least three tmes a year usually before or
after regular meettngs of the Board and
met formally on four occasions dunng
2006

Role of the Nommation

Committee

A full copy of the terms of reference for
the Committee can be obtained via the
website www wilhamhillplc co uk or by
request to the Company Secretary and its
principal function ts to carry out a formal
selection process for executive and non
executive directors and subsequenitly to
propose to the Board any new
appointments

The Normination Commttee oversees
successton planning for directors and
sentor managers below Board level

The Cha:rman of the Nomination
Committee reports to the Board on the
outcome of meetings

Main activities during 2006
Durning the peniod, the Commuittee made
recommendations to the Board regarding
its size, structure and Board and
committee compositon and, under the
chaurmanship of the Senror Independent

Non Executive Director, led the process for

reviewing, and, following such review
extending the current Charman's term of
office for a further three years

Duning 2006, the Committee also

- Reviewed its previous
recommendatrons regarding the
time commitment required of non

executive directors and the policy on
multiple hoard appomntments for
executive and non executive
directors,

+  Reviewed the role descriptions for
the Chairman, Chief Executive and
Senior Independent Non Executive
Director,

«  Approved the directors who would
offer themselves for re-election at
the 2006 AGM 1n accordance with the
articles of association,

+  Approved the Report of the
Nomination Committee contained in
the 2005 Annual Report and
Accounts,

+ Approved the revised process for
board and individual director
performance evaluation and the use
of Egon Zehnder to assist with this
process, and

+  Reviewed and approved the
restructurning of the Group’s senior
operating management leading to
the redundancy of Tom Singer as
Chief Operating Officer

The Committee undertook a review of its
own performance and terms of reference
dunng the pericd and the Committee
Chairman reported to the Board on the
outcome of the review




Report of the Audit and Risk Management

Committee

Membership and meetings

Set out below 15 the current membership of the Aucht and Risk Management
Committee together with the year in which membership commenced Duning the
penod, all the members of the Committee were independent non executive directors.

Director

Year of appointment

Dawvid Allvey, Cha:rman
David Edmonds
Barry Gibson

2002
2005
2002

The Company Secretary acts as secretary
to the Comrittee Other indnaduals
attend at the request of the Commuttee
Chairman and dunng the penod the
external auditors, Chief Executive, Group
Finance Director, Head of Internal Audit
and the Head of Financial Pianning and
Contrel would usually attend meetings to
report to the Committee and provide
clarfication and explanations where
appropnate The Corporate Finance
Manager Head of Comphance and Head
of Security have attended meetings as
requested The Commuttee also meets
with the external auditors without
execuhve management present on a
regular basis. The Comnuttee met on six
oceasions during the penod and details of
attendance at committee meetngs s set
out on page 27

Mr Allvey has recent and relevant financial
expenence He 15 a chartered accountant
a former Group Finance Director of
Barclays PLC and BAT Industries PLC and a
former member of the UK Accounting
Standards Board Mr Edmonds and Mr
Gibson are both financially literate and
have significant general business
expenence of executive roles n both
private and public organmisations and
details of each director’s significant
current and pror appointments are set
out on page 14

Role of the Audit and Risk
Management Committee

A full copy of the terms of reference for
the Commuttee can be obtained via the
website www willamhillplcco uk or by
request to the Company Secretary The
Commuttees principal responsibilities
are to

+  Review and adwise the Board on the
Group's intenm and annual financial
statements, Its accounting polices
and to monitor the integrity of the
financial statements and

announcements relating to financial
performance,

+  Review the major nsks affecting the
Group and assist the Board with
reviewing the effectiveness of the
controls operating over the Group’s
financial and non-financial nisks,

+  Review the nature and scope of the
work to be performed by the
external and internal auditors, the
result of that work and
management’s respanse, and therr
effectiveness,

«  Oversee the relationship with the
external auditors including making
recommendations to the Board
regarding therr appointment or
removal and developing a policy
regarding the pravision of non-audit
services ta the Group,

«  Meet with the executive directors
and management, as well as
privately with both the external and
internal auditars, and

»  Report to shareholders annually on
its role and responsibilities

The Chairman of the Audit and Risk
Management Commitiee reports to the
Board on the outcome of meetings

A formahsed whistle-blowing policy and
procedure for staff to raise issues
regarding possible impropneties in
matters of financial reporting or other
matters has been established and was
reviewed duning the year It 1s the
responsibility of the Commuttee to
maomtor its effectiveness and any
notifications made

The Committee has access to the services
of the Internal Audit and Company
Secretarial departments and 15 authonised
to obtam independent professional advice
if it considers it necessary

Main activittes during 2006

The Cemmuttee has discharged its
responsibilities dunng the penod by
performing the following actmities

Financlal statements

During the pencd, the Commuttee
reviewed and discussed the financal
disclosures made i the preliminary
results announcement, Annual Report and
Accounts, Intenim Statement and the
other trading statements made by the
Group together with any related
management letters, letters of
representation and reports from the
external auduors Ssgnificant financial
reporting 1ssues and judgments were
considered together with any significant
accounting policies and changes
proposed to them

internal control and risk management

The Commuttee has reviewed the Group’s
internal contral and risk management
systems and has received reports from a
number of departments, and, where
appropriate, presentations from senior
management, on the major nsks faced by
the Group and the procedures established
to identify, assess, manage, monitor and
report on these risks The Committee has
reviewed and approved the statements
on internal controls on page 29

External auditors

The Commuttee has responsibility for
overseeing the refationship with the
external auditors and approves the
external auditors’ engagement letter, audnt
fee and audit and client services plan
{including the planned levels of
materality) The external auditors attend
each committee meeting and at least
annually meet with the Committee
without executive management The
Chairman of the Commuttee also meets
privately with the external auditors
Letters of representation are reviewed
prior to signature by executive
management

During the pened, the Committes
receved regular reports from the extemal
auditors including a formal wntten report
dealing with the audit objectives the
auditors’ quahficatons, expertise and
resources, effectiveness of the audit
process, procedures and policies for
maintaining independence, and
comphance with the ettucal standards
issued by the Auditing Practices Board
The external auditors’ management letter
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15 reviewed, as IS management's response
to 1ssues rassed The Committee monitors
the ethical guidance regarding rotation of
audht partners and a change In audnt
partner was made dunng 2004 when the
audit partner was rotated off the audit in
accordance with the latest guidance The
new audit partner was appomnted
following interviews with the Committee
Charrman and the Group Finance Director
and subsequent approval by the
Committee

Duning the peniod, the Committee
reviewed the Group's written policy
regarding the employment by the Group
of former employees of the external
auditors and the policy on non-audit
services provided by the extemal auditors.
The Committee approves any non-audit
work to be undertaken by the external
auditors invelving fees in excess of
£25,000 Where no committee meeting is
scheduled within an appropniate time
frame, approval i1s sought from the
Committee Chairman and subsequently
ratified at the next meeting All non-audit
services provided by the external auditars
are reported to the Committee at its next
seheduled meeting The external auditors
are excluded from performing any day-to-
day accountancy work for the Group The
policy also sets out the cntena to be
followed when considenng whether
external auditors should be engaged to
undertake non-audit services with the atm
of safeguarding the external auditors’
objectivity and independence

The Committee 15 satisfied with the
performance of the external auditors
dunng the year, and the polictes and
procedures in place to maintain therr
objectrity and independence, and has
recommended that they be re-appointed
at the forthcoming Annual General
Meeting

Internal Audit

The Committee approves the annual audit
olan and internal audit methodotogy for
the Internal Audit department and
monitors progress against the plan during
the penod Audit reports are arculated to
the Commuttee members after each audit
and the Committee monutors progress
against actions identified in these reports
and the external auditors' management
letter

The Internal Audit department acts under
agreed terms of reference and the
Committee has established a number of
procedures to monitor and review the
Internal Audit department’s effectiveness
using guidance from a self-assessment
questionnaire prepared by Internal Audit,
feedback from serior management and a
review of the Institute of Internal Auditors’
Standards for the Professional Practice of
Internal Auditing The Committee also
assesses annually the resaurces the
department has to complete (ts remit.
During the penod, the Committee
commissioned a report from Deloitte on
the Internal Audit Department in ine with
the Institute of Internal Auditors
standards The Committee reviews the
effectiveness of the Internal Audit
Department on an annua! basis The
Internal Audit department has
unrestnicted access to all Group
documentation, premuses, functions and
employees as required 1o enable it to
perform its functions The appontment
and removal of the Head of Internal Audit
15 the responsibility of the Committee The
Head of Internal Audit has direct access to
the Board and Committee Chairmen and
15 accountable to the Committee The
Head of Internal Audit meets regularly
with the Committee Charman without
executive management.

Other activities

During the penod other significant
activities addressed by the Committee
were as follows

+  The ntroduction of International
Financial Reporting Standards,

« Areview of the Group's business
conunuity and disaster recovery
strategy and ongoing reports on
changes to the business continuity
ptans and their testing,

~  Receving the annual report from the
Group’s Head of Security regarding
the activity of his department,

+  Areview of its own performance and
I1ts remit

Regular updates are provided to the
Committee on developments in financial
reporting and risk management and
related legal and corporate governance
matters




Corporate Responsibility

Corporate Responsibility highlights 2006

The year saw Willam Hill further enhance 1ts procedures on core issues, including
responsible gambling and staff training and development, whilst building on the corporate
responsibility foundations estabhished over recent years in other areas 2006 highlights

include

. The findings of an iIndependent report by Responsible Gambling Solutions that the
standard of socially responsible practice in the Group’s Remote business Is very good,

+ Continuing haison with the Gambling Commuission and DCMS to establish
proportionate regulation for the gambling industry in line with the three licensing
objectives under the Gambling Act,

« The review and enhancement of age venfication procedures in the Interactive
business to prevent gambling by under 18s,

» The introduction of a‘Competition Beating Service’ initiative throughout the retail
estate to provide customers with a consistently positive in-shop experience,

« The extension of the performance management scheme initially launched for senior
management to the next tier of management, and

« Enhanced communication with our employees including the implementation of a
revised staff council structure, the publishing of a new bi-monthly staff magazine and
the testing of a new forum for capturing staff ideas

William Hill takes its responsibilities to its
stakeholders senously and implements
pohaes and procedures that seek to
balance the legitimate expectations of
shareholders, staff and customers and the
witler community

Risk management

The Board uses the nsk management
processes referred to on page 29 to
dentify the nisks ansing from Corporate
Responsibiiity (CR) matters its focus is on
the following matenal 1ssues

Comphance with future and existing
laws, regulations and codes of
conduct relating to responsible
gambling, underage gambling and
protection of the vulnerable,
prevention of crime and disorder
refated to gambling, and product
integnty 1ssues,

«  The ongoing traiming, development
and motivation of employees to
retain the widest possible range of
talented staff,

+ Provision of a safe and healthy
workplace in accordance with
relevant legislation,

Prowviding approprate levels of
customer service, and

Protecting customer privacy and the
proper handing and use of data
within the Group

Leadership and management
framework

A non executive director, David Edmonds,
chairs the CR Commuttee and s other
members are the Group Chairman and
the Group Chief Executive This
Committee monitors a range of CR issues.
There are at least four meetings a year
Each meeting considers a number of
stancding items as follows

The Group's CR performance by
monitanng a number of key
performance indicators {KPIs) in
various areas including responsible
gambling, customer service issues,

human resources data and charitable
giving,

A review of external contact and
quenes on CRissues, and

«  CRAction Plans

The Commuittee has also considered the
following matters dunng the penod

The Group's compliance with existing
industry codes of practice on
responsible gambling,

+ The appropriateness of the Group's
corporate policies and the adoption
of a Disability Policy, and

+ The results of an independent audit
by Responsible Gambling Solutions
Limited on the Group’s social
respansitlity procedures in the
Remaote business {Interactive,
Telephone and WAP betting)
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In addition there have been presentations
on

- Respons:ble gambling and the
prevention of underage gambling

+ The Group's approach to disabled
customers and staff and comphiance
with the Disabthty Discrimination Act
including consideration of relevant
changes, and

«  The operations of the Group’s
Customer Services function

The Commuttee reparts regularly to the
Board and all Board members ensured
that through a process of presentation
and discussion with staff that they have
been properly briefed and have gained an
appropniate understanding of the CR
1ssues affecting the Group.

David Harding, the Group's Chief
Executive, is the executive director with
responsibility for overseeing William Hills
CR activities. The Chief Executive and
Board Committee are assisted by the CR
Working Group, which also met on four
occasions durnng 2006

The CR Working Group compnses the
Chief Executive and Company Secretary
together with functional heads for
corporate strategy and development,
human resources, property, security and
customer service departments together
with representatives from the Retal and
Remote businesses An action plan
detaiing work carned out since 2004,
which has been revised and updated on
an ongoing basts since this ime has been
consiclered by each of the meetings in
2006, together with progress on
outstanding actions The Working Group
reviews papers prior to submussian to the
CR Committee and acts as a forum for
operational management to discuss CR
1ssues. Reports are provided by working
group members on CR actvities in their
areas of responsibility

Communication

The Group has sought to increase
communication, both internally and
externally, on the Group's activities in the
area of corporate responsibility This has
been achteved over recent years by
increasing the level of disclosure via the
annual report and accounts and making
additonal information avallable on the
Group's website at

www willlamhillple ¢o uk regarding
activities in the CR area The website

contains copes of the Group's policies In
the CR area The Group'’s Code of Business
Conduct {avallable on the Group's
website), covers the basic principles the
Board expects to be complied with across
the Group in a vanety of areas, including
bribery, corruption and fraud

The Group 15 delighted to be part of the
FTSE4 Good Index Senes

The Group has an active dialogue with
vanous stakeholder groups During 2007
the Group wilk consider potential
opportunities for improved shareholder
dizlogue and electronic communtcation
presented by the Compames Act 2006

Gambling Act

The Gambling Act, which 1s
expected 1o come Into force on
1 September 2007, has the
following hcensing objectives

+  Preventing gambling from
being a source of crime or
disorder, being associated
with cnime or disorder, or
being used to support crime,

+ Ensuring that gambling 15
conducted in a fair and open
way, and

« Protecting children and other
vulnerable persons from
being harmed or explorted by
gambling

William Hill 1s committed to
providing practical assistance to
the Commission In its attempts to
put in place nisk-based and
proportionate regulation in the
light of the licensing objectives

Codes of conduct

The Group supports the Gambling Act’s
licensing objectives and has worked with
relevant trade asso<iations to adopt
appropriate codes of practice and to
exchange best practice in this area Since
the Association of British Bookmakers’
(ABB) development of social responsibility
and good practice codes for LBOs and a
code of practice governing the supply
and use of fixed-odds berung terrinals in
LBOs, the Group has had a ngorous
implementation and traiming programme
n place to facilitate comphance The

Remote Gambling Association (RGA) has
also introduced a socal responsibility
code, which the Group was actively
nvolved In developing The sooal
responsibility codes deal with 1ssues
relating to responsible and underage
gambling and cover such areas as
advertising and promotion, age
vernfication, staff traiming, customer
communicatton and support for social
impact iniatives Willam Hill 15 a member
of the RGA's social responsibiity
committes

In November 2006 the Group participated
in the RGA’s Responsible Gambling
Awareness Day, an imtiative also
supported by problem gambling charnties
GamCare and Gordon House Asscciation
along with the Responsibility :n Gambling
Trust. The purpose of the day was to
tughlight the efforts made by responsible
gambling operators to prowvide their
customers with informaton and tools to
make informed choices and gamble
responsibly without harm to themselves
or to ther families There was widespread
broadcast coverage of the day and the
Group was encouraged by the informed
debate generated

The Group operates voiuntary self-
exclusion procedures for problem
gamblers i both in its Retall estate and
Remote channels, In addmon existing age
verfication procedures in the Group's
enline business were further enhanced
with the aim of preventing gambling by
under 18s. Customer service and call
centre staff receive appropnate training to
deal with customers who may wish to
self-exclude GamdCare have provided
assistance by reviewing the Group’s
internal traiming matenals for both the
Retail and Interactive businesses
Compliance reviews of Remote betting
self-exclusion procedures have taken
place dunng 2006 Refresher training for
some staff has also been carned out

William Hill has worked with the RGA to
develop an appropnate code regarding
farness testing of games, which use a
random number generator The RGA
proposals have been submitted in
response to a Gambling Commission
consultation tn this area and we await the
Commission’s proposals wath interest.




Gambling Commission

The Gambling Commussion has been
established as the new central regulatory
body for gambling and the Group is
particpating 1n iaison meetings with this
body both directly, via the ABB and RGA
and along with other members of the
industry During 2006, both the
Commission and the DCMS published
numerous draft codes of practice, licence
condiwons and standards relating to
gambling i1ssues for consultanon with
stakeholders and the Group was heavily
involved 1n the formulation of responses
to these consultauons via the ABB and
RGA The Group has established a
dedicated team and speafic work streams
to deal with ssues ansing from the
implementation of the new regulations

The Commuisston's complete requirements
in respect of social responsibiity are stll
to be finalised However, the Group
recognises that preparation for and
implementation of the Gambling Act1s a
major project, detailed planning and
specific work-stream meetings
commenced dunng 2006

Crime and disorder

The Group's current operations are
licensed under relevant legisiation and the
Group 1s committed to compliance with
regufation and to keeping gambling cnme
free The Group has a money laundenng
reporuing officer, the Group’s Head of
Secunty, who 1s responsible for ensuring
that the Group complies with refevant
legsslation in the area of money
laundenng and proceeds of cnme, and
that appropnate tramning 15 provided to
employees.

An HM Treasury consultation on the
implementation of the Third Money
Laundenng Directive closed dunng
October 2006 and the Group respaonded
via the RGA The Directve will be
implemented by December 2007 and any
UK based internet or land-based casino
will be subject to its terms A further
consultation 1s now underway on the
draft Money Laundenng Regulations
2007 Comments will again be provided
wia the RGA. The Gambling Commssion
has also 1ssued code provisions on money
laundenng and proceeds of cnme
reporting for casino and betting
operators. The codes closely reflect the
Group's existing practices but further staff
training 1n ths area will take place dunng
2007 as part of the Group's overall

preparation for the implementation of the
Gambling Act.

The ABB, of which the Group 15 a member,
has a memorandum of understanding in
place with the Horseracing Regulatory
Authonty refating to the shanng of
informatron when either cnminal offences
or the integrity of racing 1s suspected A
simzlar document s in place with the
Football Association and the Association
of Tennis Professionals The ABB also has
arrangements agreed with greyhound
racing, snogker, cncket and rugby league
and 1ts practice 1s to inform the refevant
governing body of the spart whenever
maters concerning integrity anse

The Group ¢co-operates with the ABB on
integnty 1ssues The Security Department
maintans close relationships with relevant
law enforcement agencies and the
provision of information 1s strictly
controlled by the Head of Secunty to
ensure comphance with the Data
Protection Act

The Group's Secunty Department
undertakes an ongoing risk assessment
process for all LBOs, considenng their
potential vulnerabiity to robbenes and
wiclence in the workplace incidents
Appropnate cnme prevention measures
are introduced to meet the perceived nsk.
Such measures include the fitting of
secunity screens in vulnerable shops,
installation of smproved digital closed
areant television (CCTV) systems and
fitting of electronic and magnet door
locks to staff areas tn the event of an
inaident occurnng, affected shops are
reassessed by the Secunty Department
and steps taken to minimise further nisk,
where appropriate The Group has
established a close laison with a number
of focal authonty environmental health
departments and cnime prevention offices.

Smoeking

The Group 1s camphant with the smaoking
bans in place in the Republic of lreland
and intraduced in Scotland 1in March 2006
and Jersey at the year-end The Group
plans to draw on the expenence of its
successful Scotuish staff training exercise
and effective practical introduction of the
Scottish smoking ban, as it implements
the total bans on smoking in public pfaces
coming Into force in the rest of the UK
dunng 2007

Currently, the Group has a formal Group-
wide smoking policy A number of

measures are In place to reduce the effect
of smoking in the LBOs

« There are currently aw cleaners in
over 80% of the Group's total estate,

- Nosmoking areas are provided in a
number of non-Scottish LBOs where
the layout allows, and

+  Staff are not permitted to smoke
behind the counter and customers
are discouraged from smoking at the
counter by the display of ‘No
Smoking’signs n this area

In addiien the Group's administration
buildings nationwide operate a no
smoking policy

A copy of the Group’s smoking policy 15
avalable at www williamhiliplcco uk

Customers and communities
Customer service

A commitment to high standards of
customer service and to the fair and open
conduct of its gambling operations 1s key
to Willam Hill The Group's continued
success depends on its customers.
Dedicated customer service departments
are in place for both the Retall and the
Remote channels and these handle
enguines on a large range of 1ssues
During 2006 the customer service
functions for Telephone and interactve
operations were integrated, gving
Remote channel customers one point of
contact for expert, consistent help and
advice on all queries.

Service complaints are considered
senously and consistent, monitored
procedures are in place across the Group
The Group undertakes regular custorer
satisfacuion surveys and duning the penod,
amongst customer opinions sought were
those on the design of the Group LBOs
and the usability and attractiveness of the
onhine websites 2007 will see the results
of a late 2006 survey on customer
perceptions of the Retall business and a
new survey of telephone hetting
customers

During 2006 the Retall business
introduced its Competition Beating
Service (CBS) initiative, the aim of which 1s
to ensure a positive in-shop expenence
for customers CBS has quickly been
established as an essenual element of the
retal business and the Group believes
that it will play a wital part in the business’
future success District operations
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managers review performance agamnst
€BS standards on a monthly basis and
agree action plans to tackle any issues
For an external viewpoint on the lavels of
customer service experienced in LBOs,
the Group uses a mystery shopper
programme pravided by Retail Eyes, an
international company specialising in
customer service

Comprehensive betting rules, which detail
the terms and conditions under which all
transactions placed with William Hill are
accepted, are avaiiable to customers The
Group endeavours to resolve ali betting
disputes in a fair, consistent and equitable
manner However, If these are unable to
he resolved to the customer’s satisfaction
the customer 1s entitled to refer the
matter to the Independent Betting
Arbitration Service (IBAS) Willam Hill has
agreed to abide by any ruling they make

Of 274 disputes referred to IBAS In
2006 (2005-178), IBAS found 2%
n favour of the customer (2005 ~
4 5%) and the Group conceded
another 11% before IBAS ruled
{2005 — 4 5%)

From September 2007 gambling
transactions will be legally enforceable
contracts and subject to relevant
consumer contract legislation
Additionally, the Group anticipate that
somne customers may contact the
Garnbling Commission in respect of
disputes Duning 2007 a thorough review
of the Groups terms and conditions will
take place It s hoped that the majonty of
disputes will continue to be adjudicated
on by IBAS, the acknowledged industry
expert

Product integrity

William Hill has a number of products
where the outcome of an event s
determined by a random number
generator (RNG) RNGs are administered
either by external thid parties or by the
Graup itself The Group has introduced
ngorous proceduzes to ensure that the
randomness of tts own RNGs 15 certified,
game autcomes are fair and payouts
correct, games are free from defects and
function to specifications and that the
games are secure and do not compromise
either the player or Willam Hilt The Group
continues to work with suppliers with the
objective of ensuring they adopt the high
level of fairness testing conducted

internally The Gambling Commission’s
consultation paper on Remote Technical
Standards - Fair and Gpen Play, has
recently been published and the Group
will be working with the RGA to develop a
fult response 1o the consultation exercise

Privacy

The Group has systems in place to protect
the privacy of information provided by
customers William Hill comphes with the
Data Protection Act 1998 and the Data
Protection Principtes set out in that Act :n
the collection and processing of personal
information Quarterly review meetings
are undertaken with refevant indmiduals
nominated by heads of department to
review practices in this area, during which
any 1ssues are discussed and staff traning
needs reviewed A copy of the Group’s
privacy policy 1s avallable at

www willhill com

Responsible and underage gambhing

William Hill encourages a socially
responsible attitude within the betting
and gaming industry and within its own
organisation and 1s committed 1o the
Government's stated objective of
protecting children and the vulnerabie
from being harmed or exploited by
gambling The Group has been actively
invoived through relevant trade
associations in developing industry-wide
cades In the area of social responsibility
and 1s commutted to hstering to the views
of relevant stakeholder groups

The Group has an ongoing dialogue with
GamCare, a chanty involved in providing
wnformation, advice and practicat help
regarding the impact of gambling, and 15
also a major contributor to the
Respansibility in Gambling Trust The
Group 15 committed to iImplementing
appropriate pracedures within the
orgarusation to deal with both responsible
and underage gambling

The Group endeavours ta provide
customers with the tools by which they
can chose to control therr gambling
behaviour Amongst such tools are

The ability to self-exclude from the
Group’s retail and remote services for
a mimimum penod of six months,

A deposit imit by which Interactive
customers are able to imut the
amount of money they are able to
depostt Into their account in any 24
hour period and where requests for a
deposit himit increase will enly be

actioned after a minimum 24 hour
cooling off peniod, and

+  The availability of gambiing charity
literature from atl shops with iinks to
gambling charties available from the
internet site

In the Retall business, once a customer
has taken a dectsion to proceed with self-
exclusion, they sign a written agreernent
which explans the effect of the self-
exclusion, namely that the customer will
be refused service in that LBC and at
other nomemated Willam Hill prem:ses in
the tocality for a mimimum penod of six
months In a retall environment, even If
the customer provides a photograph, it 1s
not possible for the Group to guarantee
that an indmduai will not be allowed to
place a bet in LBOs on a country-wide
basis

Online, self-exclusion works by closing
existing accounts and preventing the
opening of new accounts using the same
e-mall address ar payment details,

William Fill’s self-exclusion procedures
have gained GamCare certificaton and
standards are ma:intained via an ongoing
staff training programme and regular
management checks. An independent
assessment of self-exclusion and other
social responsibility procedures forms part
of the Retall Eyes mystery shopper
programme

Dunng 2006 the following
number of customers chose to
self-exclude from the Group's
services

« Retall 401 (2005 - 28%5)
« Remote 1,010 (2005 - 693}

Ine July 2006 the Group commissioned a
report by Respansible Gambling Salutions
into the remate channel s social
responsibility procedures An extensive
cross-check was undertaken against the
RGA's Soqial Responsibility and Age
Venfication Codes of Practice, the
Gambling Commission's Licence
Conditions and Codes of Practice
consultation document and the DCMS
‘Advertising by Remote Gambling
Operators’ paper Overall, the Group’s
standard of socially responsible practice
was found to be very good
Recommendations stitl autstanding wall
be further considered in the light of the



Gambting Commussion’s finat
requirements i1 respect of social
responsibility

Signs prohibiting under 185 from entenng
the Group's retall premises or placing bets
are on clear display in all LBOs and the
procedures by which staff ask for proof of
age from individuals suspected to be
under 18 are clearly established, forming a
core part of existing traiming and
re-enforcement programmes

The Group uses a best practice age
verification solution with s online
customers and seeks 1o age venfy all
onhine customers who use debit cards,
which may be issued to those under 18
Procedures in this area were further
enhanced dunng the year

There has been dialogue with banks via
refevant trade associations to establish if
financial Institutions can provide
addit:onal information for age venfication
No progress has yet been made Willlam
Hill continues to monitor best practice as
1t develops and to review 1ts policies and
procedures on a regular basis

The Group awaits publication of the final
Gambling Commussion socal
respensibifity codes and conditions.
Although the Licence Conditions and
Code of Practice document has been
published and includes parucular
requirernents on self-exclusion and age
venfication, many details rermain to be
completed and certain sccial
responsibility standards for the Remote
business will not be finalised until June
2007

The Group has wording on ts customer
communications regarding respansible
gambling e g shop door poster,
pramotonal matenal, customer
staternents and other correspondence
with customners

A copy of the Group's responsible
gambling policy 1s available at
www willlamhillple co uk

Access to services

Customers with disabilittes have a nght of
access to the Group’s services. Accessibility
issues are taken into account m
accordance with appropriate codes of
practice when opening and refiting the
Group’s LBOs, and a combination of
ramps, stair ifts, disabled toilets and
induction loops for the hard of heanng
are fitted, where appropriate In addition,

services offered in the LBOs can be
accessed on the internet or via the
telephone Detalls of all of these services
can be obtained from the William Hill
Customer Helphne

The Group Is currently developing a new
platform for its onhine services. Care 15
being taken to ensure that the final
application reaches ‘single A’ comphance
status with the Disabulity Discnmination
Act as a minimum

Employees

The Group's success I1s dependent on its
employees and 1t 1s committed to high
standards of employment practice The
Group rewards indwiduals faidy and s
committed to prowiding equality of
opporturuty, training and development
and 2 safe workplace

Policies

A comprehensive set of human resources
poticies are in place including documents
covening health and safety (including
specific policies on stress management
and smoking), equal opportuniies and
harassment, disability, flexible working,
training and development, the acceptance
of gifts and hospitality and whistle
blowing These are communicated to
employees as approprate The Group has
an approved Code of Business Conduct
and dunng 2006 approved a Violence in
the Workplace Policy Copies of the
Group's policies and procedures in the
above areas are available at

www williamhillple.co uk

William Hilk s commuitted to undertaking
its operations in a way, which respects
individuals’ human nghts and treats
indnvaduals with dignity and respect.

Health and safety

A copy of the Group's health and safety
policy 1s available at

www willamhillplc.co uk. A Heatlth and
Safety Commttee meets regularly 1o
review compliance with applicable health
and safety legislation and regulation, to
keep up to date with best pracuce and to
review and maintain compliance with
health and safety procedures. The
Cornmittee includes senior managers
from the Group’s human resources,
secunty, property and Company
secretanal departments, together with
representatives of operational
management An extemal health and
safety consultant adwvises the Committee

Staff are prowided with information and
traning on health and safety 1ssues as
part of their nduction and on an ongoing
basis. Risk assessments are undertaken
and the Group monitors the application
and understanding of safety instructions
through a system of safety audits, Health
and Safety Co-ordinators and the Health
and Safety Committee Dunng 2006
revised versions of the Group's Health and
Safety manuals were prepared for the
LBOs, the administration offices and the
greyhound stadia There was particular
emphasis on the procedures to be taken
for lone working outside standard hours
by technical staff and fire nsk assessments
were reviewed (n the ight of new fire
regulations

Equal opportunities

The Group s committed to equal
opportunities in the workplace in terms of
selection, promotion, training and
development Relevant policies are
communcated to Group employees and
there are clear lines of responsibility
regarding monitoring their effectiveness,
implementation and communication 1o
staff

The Group's current workforce 1s
59% female (2005 - 58%) and
41% male (2005 — 42%)

Training and development

Wilham Hill 1s commutted to investing in
the training and development of ail ts
employees The Group provides initial
induction traiming at the commencement
of employment (including training on
respansible and underage gambling)
supported, where necessary, by specific
skills training relevant to their job Further
traming and development Is provided to
indwiduals throughout their career to
enable employees to maintain and
improve standards of performance, deal
effectively with any changes to the work
environment and to develop therr abilities
and realise their full potential

Selection for further training and
development 15 based on individual
needs, ability and the needs of the
business. Training 15 provided either
internally or extemally as appropnate and
the Group has a dedicated team of
employees providing training and
development wathin the Group and
faciitating trasmmg by District Trasning
Co-ordinators Dunng 2006 the Retail
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business implemented its Competition
Beating Service initiative (see Customer
Service on page 35) Over a pericd of four
months a team of 16 trainers ran courses
for 8,000 betting shop staff around the
UK Staff in each shop are now equipped
to self-check performance against the
three core CBS standards of ‘fnendly
service, famous expertise and great in-
shop expenence’ As part of the Business
Continuity Planning test:ing programme,
the Group also continued with a series of
the business continuity workshops, which
involved staff dealing with, and reacting
to, a theoretical business crisis

The Group alse has in place a
Management Development Policy
focussed on dentifying those indaiduals
within the organisation that demonstrate
both the ability to operate at a more
senior level and the personal drive and
enthusiasm to develop themselves
Speafic programmes are in place coverng
development for supervisory/juruor
management, middle management,
senior management and senior
executives.

During 2006 the Group extended the staff
covered by its formal performance
management process and continued its
efforts to embed the process, running
further practical training workshops for
those involved and producing specfically
talored booklets A substantial training
investment 1o ensure consistency and
effectiveness will continue throughout
2007

The average length of service
across the Group 1s 6 years whilst
LBO managers * average length of
service 15 12 years and 9 months

Intemal communication

The Group places cansiderable value on
the tnvolvement of its employees and 1s
committed to providing effective
communication on matters which may
affect staff, and more generally, on the
development and performance of the
Group The recommendations of a 2005
review of internal communication
conducted by the senor managernent
development group were implernented
during 2006 The existing Group magazine
was replaced by a new style publication,
Will2Win, which has been crculated to all
employees on a bi-monthly basis
throughout the period The new

magazine invites staff feedback and 1s
designed to appeal to a broad readership
base A new staff counal system was
introduced n the Retall business to gve a
voce 1o all staff, the particular features are
as fallows

New area staff councils, chaired by
the area operations manager, meet
six times per year and comprise cne
cleaner or one customer service
assistant and ane shop manager or
deputy manager per district,

+ Regional staff counails, chaired by
the regienal operations controller,
meet three imes per year and
comprise one customer service
assistant or cleaner and one shop
manager or deputy manager per
area and in attendance the regional
HR manager, one area operations
manager and gne district operations
manager, and

+ Anational staff counci, chaired by
the Retail Operations Director, meets
three times per year and mciudes
one customer service assistant or
cleaner, one deputy manager and
one shop manager per reqion (12
representatives in total), the Group
HR director, the Head of Retall HR
along with an operations controller,
an area aperations manager and a
distnict operations manager

All staff counail representatives receive
specalist traning and are allowed six
consultation’ days a year to talk to the
people they represent and tc prepare for
meetings There 1s also a staff council in
place for the major administrative centre

A proposal for a Group-wide ‘Ideas into
Action’ inwiative 1s being tested in the
north region of the Retail estate Ideas for
improving the busimess can be sentto a
central point by staff who can be assured
that their ideas will be considered by the
appropriate managerent, with awards
being given for the best ones

Integration of the Stanley retail chain,
acquired by the Group i fune 2005, Into
the business was completed in April 2006
A major integration project including
internal and external shop re-branding,
new staff uniforms, the introduction of the
full range of Willam Hill bets into the ex-
Stanley shops, the alignment of [T systems
and a move from weekly to monthly pay
for ex-Stanley staff was successfully
completed Throughout the progect the
Group placed particutar emphasis on

communicating openly and hanestly with
staff about resuling organsational
changes, with regular updates and
personafised communication

The final quarter of 2006 saw a relocation
of the Group’s Leeds-based administrative
offices to other premises in Leeds, The
phased moves involved almost 700 staff,
their equipment and infrastructure with
no detnmental effect on the business In
view of the many changes ongoing In the
business, the Group has established a
Change Board, chaired by the Group HR
director and attended by senior
operational directors and managers. One
of the major tasks of the Change Board
will be to ensure that all staff
communication Is appropriate with
empgloyees receiving the information they
require in the nght form at the nght trme

Sharesave

On an annual basis since the Group's
flotation 1n 2002, employees with
miimum service of one year have been
able 10 partictpate in the Willlam Hill
Sharesave scheme To date gver 1,800
employees, nearly 20% of afl eligible
employees, have joined the schemes for a
period of 3, 5 or 7 years

The 2006 scheme attracted 1,600 staff
savers, many of whom were taking out a
second or third savings contract, and 35%
of whom were former Stanley employees

Supporting sports-related
and other bodies

Wilbam Hilt is commutted to being a
responsible corporate aitizen and
recognises its wider social responsibibity
by seeking to support the communities In
which the Group operates through
chamable donations and other relevant
payments

Levies

The Group supports horse racing via the
statutory levy and greyhound racing via
the voluntary donation to the Brinsh
Greyhound Racing Fund {BGRF} The sums
payable for 2006 were £26 7m and £40m
respectively These funds are used by the
respective bodies for a wide variety of
purposes including amimal welfare 1ssues,

A budget has been independently
established for the greyhound stadia to
be used to assist with greyhound welfare
issues. The Group funds an establishment
which will enable up to 25 dogs to be




housed for up to three months with the
intention of permanently re-homing
them Since it’s opening at the end of
2005, 67 greyhounds have been
successfully re-homed by this facility and
the benefits of retired greyhounds as pets
are actively promoted at the stadia

The Group recognised the depth of public
concern surrounding press coverage
regarding the fate of greyhounds no
longer required for racng Every trainer
affliated to a Will:am Hill track 1s required
to complete a weekly return hsting dogs
avallable for racing, injured dogs and
those dogs who have left the trainer’s
kennels Trainers must provide full details
of any indnadual to whom care of a dog
has been passed

Chartable donations

The Group's chantable donations are
mainly focussed on organisatigns involved
1n areas of greatest relevance to the
business The Board has adopted a
chantable donations policy stating that
the major focus of the Group's efforts will
be 1n supporiing badres involved in

+  Promoting a responsible approach to
gambling, undertaking research into
problem gambling, and providing
information, advice and help to
those who are at nisk or are
expenencing difficulties with ther
gambling,

»  Greyhound and racehorse welfare,
and

Support to disadvantaged
indwiduals in horse and greyhound
racing

The Group s also committed to providing
support, wherever possible, to its
employees through their own fundraising
efforts. The Group allocates a proportion
of its annual chanitable donations budget
to match funds {up to a specified hrmit)
raised by employees on local chantable
projects. Duning 2006 the nomenated
chanties of 47 staff members benefited
from the matching scheme with staff
endeavours including marathon running
and parachute jumps On occasion, the
Group also supports organisations with
whom it does business in thesr fundraising
efforts and in such cases donations may
not fall within the donations policy
referred to above

During the penod the Group made
chantable donations of £423,000 the
largest proportion of which £333,000

was paid to the Responsibility in
Gambling Trust.

The Group has established a Chantable
Donations Committee, which reviews, on
a quarterly basis, requests for chartable
donations against the Board's agreed
policy

Williarn Hill does not make donations to
political parues

Environment

A copy of the Group's enviranmental
policy 15 avallable at

www williamhillplc couk 1t 1s recognised
that all business actvities have a direct
and indirect iImpact on the environment
and Willam Hill stnives to act in an
environmentally responsible manner

Policy

As a retail and service organisation, the
Group's main impact on the environment
15 through the buildings William Hilt
operates and the resources used by staff
in theis day-to-day work The Group’s
environmental practices reflect Witham
Hill's business operations, and its main
nsks and interactrons with the
environment, and are largely focussed on

Compliance with environmental laws
and regulations,

+  Minimising waste by the promotion
of recycling practices and re-use of
materials as cpposed to disposal,
where this is practicable,

Efficient use of energy and water and
investigating ways of reducing
censumption In this area, and

+  Raising awareness of environmental
1ssues within the Group

Action to date

The Groups Property Department takes
primary responsibility for identifying
1ssues and opportunities within the
Groups LBO estate and the following
action has been taken

« High frequency hght fitings are
specified in all new development and
refurbishment projects thereby
reducing the number of lamps
requiring disposal,

The Group 15 fully compliant with all
current legislative gudeiines
regarding the disposal of hazardous
waste and is preparing to comply
with the new Waste, Electrical and
Electronic Equipment (WEEE)

Directive which 1s being introduced
in 2007,

+  Air-conditiontng and fascia hghting
are controlled by ume clocks to
ensure efficient use of energy,

- Electrostatic air cleaners are installed
n over 809% of the Group’s LBOs,

+ New style fascias continue to be
rolled out as LBOs are upgraded
which wll reduce electricity
consumption,

+  More energy efficient (inverter) awr
condit:oming units are being installed
on new projects and when
replacements are required, and

Water management systems for tailet
facilities continue to be rolled out to
reduce water consumption and an
ingreasing proportion of the LBO
estate s fitted with water meters

Facitities for recyching paper and toner
cartridges are mn place at the Group's head
office and regional office builldings The
Group has been unable to establish an
enerngy and cost efficcent method of
recycling from its retail establishments
Potential solutions wall be considered
further dunng 2007 and the Group Is keen
to be able to progress in this area

Dunng 2007 the Group will work with the
Carbon Trust on an environmental review
and looks forward to receving any
recommendations made by the Trust
Historically, the Group have found it
difficuit to establish accurate unlity
consumption data covering all of ts 2,000
plus premises A 2007 exercise, by which
quarterly meter readings will be taken ata
sample of representative Group premises
throughout the UK, 15 being established
Such base-fine data will nform future
policy Additionally, the Group 15 seeking
to obtain and consider quotations for
green and reusable electncity dunng
2007

Future action

The Board 15 comrutted to taking steps to
improve conhinuously I1s practices in the
CR area and to embedding CR 1ssues into
its corporate governance and operating
framework

n 2007, the Group intends to continue to
progress those initiatives that are already
angoing For example, it will continue to
monitor refevant KPis with a view to
establishing further targets once a trend
In data has been determined Inevitably,
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the Group wilt focus heavily on the
implementation of the Gambling
Comrnission’s soctal responsibility codes.
Unul the Commussion’s final requirements
are known, the full scope of the changes
to existing industry codes and subsequent
staff training requirements rematn unclear

In addition to Gambling Act
implementation and training
requirements the Group will focus on the
following areas dunng the year

+  Theintroduction of an employee
assistance programme offering staff
a 24 hour confidential telephone line
with help on personal, legal and
work related 1ssues,

«  The launch of a new, improved staff
lifestyle and benefits booklet,

- An employee engagement survey,

«  Communicating the part the Group’s
staff can play in effective CR -
particularly in social responsibility
and recychng,

+  Work with the Carbon Trust on
environmental practices

+ The establishment of reliable utility
cansumption data,

+  Theintroduction of long service
awards after 10, 20 and 25 years, and

« The establishment of procedures to
record days lost through incidents at
work

Over time the Group plans to make
additional information available to
stakeholders via the Groupy's website and
in future annuat reports The Group
welkomes feadback on 1t activities




Statement of Directors’ Responsibilities

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

Group

Company law requtres the directors to prepare financial statements for each financial year The directors are required by the IAS
Regulation to prepare the Group financial staternents under International Financial Reporting Standards (IFRS) as adopted by the
European Unton The Group financial statements are also required by law to be properly prepared in accordance with the
Companies Act 1985 and Article 4 of the EU IAS Regulation

International Accounting Standard 1 requires that IFRS financial statements present fairly, for each financial year, the Group's
financial position, financial performance and cash flows This requires the faithful representation of the effects of transactions,
other events and conditions in accardance with the definitions and recognition critena for assets, habilities, iIncome and
expenses set out In the International Accounting Standards Board's ‘Framework for the preparation and presentation of financial
statements’ In virtually all circumstances, a fair presentation will be achieved by compliance with all applicable IFRS However,
directors are also required to

«  Properly select and apply accounting policies,

Present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information, and

+ Prowvide additional disclosures when compliance with the specific requirements tn IFRS are insufficient to enable users to
understand the impact of particular transactions, other events and conditions on the entity’s financal position and financeal
performance

Company

The directars have elected to prepare the parent company financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) The parent company financial
statements are required by law to give a true and fair view of the state of affairs of the Company In preparing these financial
statements, the directors are required to

- Select suitable accounting policies and then apply them consistently,
Make judgments and estimates that are reasonable and prudent,

«  State whether applicable UK Accounting Standards have been followed, subject to any matenat departures disclosed and
explained in the financial statements, and

«+  Prepare the financial statements on the going concern basis unless it1s Inappropriate to presume that the Company will
continue In business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure that the parent company financial staterments comply with the
Companies Act 1985 They are also responsible for safeguarding the assets of the Company and hence for taking reasonable
steps for the prevention and detection of fraud and other iregulanties
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Group Independent Auditors’ Report

To the members of Willlam Hill PLC

We have audited the Group financial statements of Willhiam Hill PLC for the 52 weeks ended 26 December 2006 which comprise
the consolidated income statement, the consolidated statement of recognised income and expense, the consolidated balance
sheet, the consolidated cash flow statement, the statement of Group accounting policies and the refated notes 1 to 37 These
Group financial statements have been prepared under the accounting policies set out therein We have also audited the
information in the Directors’ Remuneration Report that is described as having been audited

We have reported separately on the parent company financal statements of Wiiliam Hill PLC for the 52 weeks ended
26 December 2006

Thus report 1s made solely to the Company’s members, as a body, In accordance with section 235 of the Companies Act 1985
Qur audit work has been undertaken so that we might state to the Company’s members those matters we are requsred to state
to them in an Auditors’ Report and for no other purpose To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company’s members as a body, for our audit wark, for this report, or
for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report, the Directors’Remuneration Report and the Group financial
statements in accordance with applicable law and International Financial Reporting Standards (IFRS) as adopted by the
European Union are set out in the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the Group financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Audiuing (UK and Ireland)

We report ta you our opinien as to whether the Group financial statements give a true and fair view, whether the Group financial
statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation and
whether the part of the Directors’ Remuneration Report described as having been audited has been properly prepared in
accordance with the Companies Act 1985 We also report to you whetber in our opinion the information given in the Directors’
Report ts consistent with the Group financial statements The information given (n the Directors' Report includes that specific
information presented in the Operating and Financial Review that 1s cross referred from the business review section of the
Directors’ Report

In additton we report to you if, in our opinion, we have not recewved all the information and explanations we require for our
audit, or if information specified by law regarding director’s remuneration and other transactions s not disclosed

We review whether the Corparate Governance Statement reflects the Company's comphance with the nine provisions of the
2003 Combined Code speafied for our review by the Listing Rules of the Financial Services Authonty, and we report if 1t does
not We are not required to consider whether the Board’s statements on internal control cover all nisks and controls, or form an
opiion on the effectiveness of the Group's corporate governance procedures or its nsk and control procedures

We read the other information contained in the Annual Report as descnired in the contents section and consider whether it1s

consistent with the audited Group financial statements We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the Group financial statements Qur responsibiities do not extend to
any further information outside the Annual Report

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) ssued by the Auditmg
Practices Board An audit includes examination, on a test basis, of ewidence relevant to the amounts and disclosures in the Group
financial statements and the part of the Directors’ Remuneration Report to be audited It also includes an assessment of the
sigrificant estimates and judgments made by the directors in the preparation of the Group financial statements, and of whether
the accounting policies are appropriate te the Group’s arcumstances, consistently applied and adequately disclosed

We planned and performed our audit 50 as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficrent evidence to give reasonable assurance that the Group financial statements and the part of the
Directors’ Remuneration Repart to be audited are free from material misstatement, whether caused by fraud or other irregulanty
or error In forming our opinion we also evaluated the overall adequacy of the presentation of mformation in the Group financial
statements and the part of the Directors' Remuneration Report to be audited




Opinion

In our opinmion

+ The Group financial statements give a true and fair view, In accordance with IFRS as adopted by the European Union, of the
state of the Group’s affairs as at 26 December 2006 and of 1ts profit for the 52 weeks then ended,

+  The Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the
IAS Regulation,

+ The part of the Directors' Remuneraton Report described as having been audited has been properly prepared in accordance
with the Companies Act 1985, and

+  The infarmation given in the Directors’ Report 1s consistent with the Group financial statements

Separate opinion In relation to IFRS
As explained in the statement of accounting policies, the Group in addition to complying with its legal obligation to comply with

IFRS as adopted by the European Union, has also comphed with the IFRS as 1ssued by the International Accounting Standards
Board

In cur opinion the Group finangial statements give a true and fair view, in accordance with IFRS, of the state of the Group’s affairs
as at 26 December 2006 and fit for the 52 weeks then ended
—
Deloitte & Touche LLP LAOUACAL é(,/b
Chartered Accountants and Registered Auditors

London
Urited Kingdom

5 March 2007
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Consohidated Income Statement
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Consolidated Income Statement

for the 52 weeks ended 26 December 2006

52 weeks ended
26 December
2006

£Em

52 weeks ended
27 December
2005

im

Amounts wagered 2 13,2359 10,7461
Revenue 1,2 894.2 8053
Cost of sales {160.3) (174 1)
Gross profit 2 7339 6312
Other operating income 6.3 59
Other operating expenses {451 6) (3947)
Exceptional operating expenses 3 - (269)
Share of results of associate 4 36 26
Operating profit 5 292.2 2181
Investrment iIncome 7 130 111
Finance costs 3,8 (69.8) {546)
Profit before tax 2 2354 1746
Tax 3,9 (68 6) (615)
Profit for the penod 3 166.8 1131
Earmings per share (pence}
Basic 1" 455 290
Diluted 1 449 286
Consolidated Statement of Recognised
for the 52 weeks ended 26 December 2006

52 weeks ended 52 weeks ended

26 December 27 December

2006 2005

Notes £m £m

Gain/{loss} on cash flow hedges 30 143 05)
Actuaral gans(loss) on defined benefit pension scheme 35 16.7 {16)
Tax on items taken directly 1o equity 24 (9.5) 02
Change In associate net assets due to share repurchase 15 N -
Net income recognised directly in equity 19.8 (19
Transferred to income statement on cash flow hedges 30 07 14
Profit for the penod 166.8 1131

Total recognised income and expense for the pertod 187.3 1126




Consolidated Balance Sheet

as at 26 December 2006

Nates

26 December
2006
£m

27 December
2005
£rm

Non-current assets
Intangible assets 12 1,3427 1,3327
Property, plant and equipment 13 2070 1745
Interest In assoclate 15 53 34
Deferred tax asset 24 8.5 175
1,5635 1,5281
Current assets
Inventones 16 05 04
Trade and other recevables 17 304 204
Cash and cash equivalents 987 766
Denvatve financial instruments 22 144 -
1440 97 4
Total assets 1,707.5 1,6255
Current habilities
Trade and other payables i8 {108 6) (79.5)
Current tax habilities (66 3) (567)
Borrowings 19 {09 -
Dervative financial instruments 22 (56) {75)
(181 4) (143 7)
Non-current habilities
Borrowings 19 {1,141 2) {1,016 1)
Renrement benefit obligations 35 251} {493)
Long term provisions 23 - {7.5)
Deferred tax labilities 24 {169.3}) 160 3)
(1,335.6) {1,2332)
Total llabdties {1,517 0) (1,376 9)
Net assets 1905 2486
Equity
Called up share capital 25 362 391
Share premium account 26 N3 3113
Capital redemption reserve 27 60 31
Merger reserve 28 {26 1) (261)
Qwn shares held 29 {46.9) {57.5)
Hedging reserve 30 9.4 an
Retained earnings 3 {99.4) {202}
Total equity 190.5 2486

The financial statements were approved by the Board of directors and authorised far 1ssue on 3 March 2007 and are signed on

its behalf by

DCi Harding
Director
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Consolidated Cash Flow Statement

& Wwilliam Hill PLC Annual Report & Accounts 2006

Consolidated Cash Flow Statement

for the 52 weeks ended 26 December 2006

52 weeks ended

26 Dacember

2006
Notes £m

52 weeks ended
27 December
2005

fm

Net cash from operating activities 32 2046 1566
Investing activities

Dividend from associate - 21
Interest receved 29 26
Proceeds on disposal of property, plant and equipment 59 07
Purchases of property, plant and equipment 552) (52Q)
Purchases of betting licences (19 {19
Expenditure on computer software (10.8) {25)
Acquisition of subsidiary - (498 6)
Disposal of LBOs net of costs - 344
Net cash used In Investing activities (591} {515.2)
Financing activities

Purchase of own shares (178 4) (76 8)
SAYE share opton redemptions 10 27
Dividends pard 10 (709) (66 6)
Repayments of borrowings (1250} {5000}
New bank loans raised 2500 1,0200
New facihity debt issue costs (2.2} (4 6)
New finance leases 21 -
Net cash (used In)/from financing activities (123.4) 3747
Net increase in cash and cash equwalents in the perod 221 161
Cash and cash eguivalents at start of penod 766 60.5
Cash and cash equivalents at end of penod 987 766




Statement of Group Accounting Policies

for the 52 weeks ended 26 December 2006

General information

William Hill PLC 1s a company incorporated in the United Kingdom under the Companies Act 1985 The address of the registered
office 15 Greenside House, 50 Station Road, London N22 7TP

These financial statements are presented in pounds sterling because that s the currency of the pnmary ecenomic environment
n which the Group operates Foreign operations are included in accordance with the policies set out below

The Groug has historically prepared 1ts finanaal statements in accordance with UK Generally Accepted Accounting Practices (UK
GAAP) A European Union (EU) Regulation issued in 2002 now requires the Group to report its results for the penod ending

26 December 2006 in accordance with International Financial Reporting Standards (IFRS) as adopted by the European
Commussion The date of adoption and transiton for the Group was the 29 December 2004 being the start of the period of
comparative information

At the date of authonsation of these Group financial statements, the following Standards and Interpretations which have not
been applied in these Group financial statements were In 1ssue but not yet effective

IFRS 7 Financial instruments disclosures,

IFRS 8 Operating segments,

IFRIC 7 Applying the restatement approach under A5 29,

IFRIC 8 Scope of IFRS 2,

IFRIC 9 Reassessment of embedded denvatives,

IFRIC 10 Intenm finangial reporting and impairment,

IFRIC 11 IFRS 2 group and treasury share transactions, and

IFRIC 12 Service concession arrangements

The Directors anticipate that the adoption of these Standards and Interpretations in future penods will have no matenal impact
on the financial statements of the Group except for additional disclosures on capital and financial instruments when the relevant
standards come into effect for periods commencing on or after 1 January 2007

Basis of accounting

The Group financial statements have been prepared in accordance with IFRS The Group financial statements have also been
prepared in accordance with IFRS adopted by the European Union and therefore the Group financial statements comply with
Article 4 of the EU I1AS Regulation

First-ime adoption of International Financial Reporting Standards

The Group financial statements have been prepared in accordance with IFRS for the first time The disclasures required by IFRS 1
"Frst-ime Adoption of International Financial Reporung Standards’concerning the transition from UK GAAP to IFRS are given in
note 37

IFRS 1 sets out the procedures that the Group must follow when it adopts IFRS for the first time as the basis for preparing its
Group financial statements Under IFRS 1 the Group 1s required 1o establish 1ts IFRS accounting policies as at 26 December 2006
and, in general, apply these retrospecuvely to determune the IFRS opering batance sheet atits date of transition, 29 December
2004

IFRS 1 provides a number of cptional exceptions to this general principle The most significant of these are set out below,
together with a description in each case of whether an exception has been adopted by the Group

Business combinations

The Group has elected not to apply IFRS 3 Business Combinations’ retrospectively to business combinations that took place
before the 30 December 2003 As a result, in the opening balance sheet, goodwill ansing from past bustness combinations
amounting to £733 3m remains as stated under UK GAAP at 30 December 2003

Employee benefits

The Group has recognised actuarial gains and losses in relation to employee benefit schemes at 29 December 2004 The Group
has recognised actuanal gamns and losses 1a full in the peniod 10 which they accur in the Statement of Recogmsed tncorne and
Expense In accordance with the amendment to 1AS 19 ‘Employee Benefits) issued on 16 December 2004

Share-based payments

The Group has elected to apply IFRS 2'Share-based Payment’ to ali relevant share-based payment transactions granted after
7 November 2002 that were unvested as of 1 January 2005

Finanaal instruments

The Group has applied |AS 32 ‘Financial Instruments Disclosure and Presentation’and IAS 39 ‘Ftnancial Instruments Recognition
and Measurement’ for all periods presented and has therefore not taken advantage of the exemption in IFRS 1 that would enable
the Group to cnly apply these standards from 28 December 2005
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Statement of Group Accounting Policies
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&

General

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain financial
instruments The pancipal accounting policies adopted are set out below

Basis of consolidation

The Group financial statements incorporate the financial statements of the Company and enuittes controlled by the Company (its
subsidiaries) made up to 26 December 2006 Control 1s achieved where the Company has the power to govern the financial and
operating policies of an investee entity so as to obtain benefits from tts activities

The results of subsidearies acquired or disposed of during the year are included in the consobidated income statermnent from the
effective date of acquisition or up to the effective date of disposal, as appropnate

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used into
line with those used by the Group All intra-Group transactions, balances, income and expenses are elim:nated on censolidation

Business combination

On acquisition, the assets, habilities and contingent habiities of a subsidiary are measured at their fair values at the date of
acquisition Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired 15 recogrised as
goodwill Any deficiency of the cost of acquisition below the fair values of the identifiable net assets acquired {1 e discount on
acquisition) 1s credited to profit and loss in the period of acquisition

Investment in associate

An assocrate 15 an entity over which the Group 1s 1n a position to exercise significant influence, but not control or joint control,
through parucipation in the financial and operating policy decisions of the investee

The results and assets and habalities of associates are incorporated i these Group financial statements using the equity method
of accounting Investments in associates are carried in the balance sheet at cost as adjusted by post-acquisition changes in the
Group's share of the net assets of the associate, less any imparment in the value of individual investments Losses of the
assoaates In excess of the Group's interest in those assocrates are not recognised

Any excess of the cost of acquisition over the Group’s share of the fair values of the identifiable net assets of the associate at the
date of acquisiton 1s recognised as goodwill Any deficiency of the cost of acquisition below the Group’s share of the farr values
of the identifiable net assets of the associate at the date of acquisition {1 e discount on acquisttion) 1s credited in profit and loss in
the period of acquisition

Where a Group company transacts with an associate of the Group, profits and losses are eliminated to the extent of the Group's
interest in the relevant associate Losses may provide evidence of an impairment of the asset transferred \n which case
appropriate provision 1s made for impairment

Goodwill
Goodwill ansing on consolidation represents the excess of the cost of acquisition over the Group's interest in the fair value of the
wentifiable assets and habilities of a subsidiary, associate or Jointly controlled entity at the date of acquisiion

On disposal of a subsidiary, associate or jointly controlled entity, the attributable amount of goodwill s included in the
determenation of the profit or loss an disposal

Goodwill ansing on acquisitions before the date of transition to IFRS has been retained at the previous UK GAAP amounts
subject to being tested for impairment

Revenue recognition

Revenue (s measured at the farr value of the consideration received or receivable from customers and represents amounts
receivable for goods and services that the Group 1s in business to provide, as set out below

In the case of the LBO, telephone, mteractive sportsbook businesses and onfine casino operanons {including games on the
online arcade and other numbers bets), revenue represents gains and losses from betting activity in the period Qpen positions
are carned at fair market value and gains and losses ansing on this valuation are recognised in revenue, as well as gains and
losses realised an posttions that have closed

Revenue from the online poker business reflects the net income (rake’) earned from poker games completed by the penod end




Revenue recognition (continued)

Amounts wagered represents the gross takings receivable from customers in respect of individual bets placed in the penod en
events for LBQ, telephone and interactive sports businesses, net winnings on gamng activity completed by penod end for AWP
and online casinos and net income earned from poker games completed by period end

In the case of the greyhound stadia, revenue represents income arising from the operation of the greyhound stadia in the
penod, including sales of refreshments and tote income

Interest income 15 accrued on a time basis, by reference to the prnincipal outstanding and at the effective interest rate apphcable
Dividend income from investments 15 recogmised when the shareholders' nights to receive payment have been established

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantally alt the risks and rewards of
ownership to the lessee All ather leases are classified as operating leases

Assets held under finance leases are recognised as assets of the Group at their fair value or, if lower, at the present value of the
minimum lease payments, each determined at the inception of the lease The corresponding liabihity to the lessor 1s included in
the balance sheet as a finance lease obligation Lease payments are apportioned between finance charges and reduction of the
lease obligation so as 1o achieve a canstant rate of interest on the remaining balance of the iabiity Finance charges are charged
directly against income, unless they are directly attnbutable to qualifying assets, in which case they are capitalised

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease

Benefits received and receivable as an incentive to enter into an operating lease are akso spread on a straight-line basis over the
lease term

Foreign currencies

Transactions In currencies other than pounds sterling are recorded at the rates of exchange prevailing on the dates of the
transact:ons At each balance sheet date, monetary assets and lhabilities that are denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet date Non-monetary assets and liabilities carried at farr value that are
denominated in foreign currencies are translated at the rates prevailing at the date when the fair value was determined Gains
and losses ansing on retranslation are ncluded in net profit or toss for the peniod except for exchange differences ansing on
non-monetary assets and habiliues where the changes in farr value are recogmised directly in equity

In order to hedge its exposure to certain foreign exchange risks, the Group makes every effort to match its foreign currency
assets and ltabilines

On consolidation, the assets and liabilities of the Group's overseas operations are translated at exchange rates prevailing on the
balance sheet date Income and expense items are translated at the average exchange rates far the period unless exchange rates
fluctuate significantly Exchange differences arising, if any, are classified as equity and transferred to the Groups translation
reserve Such translation differences are recogrised as ncome or as expenses \n the penod m which the operation is disposed of

Finance costs

Finance costs of borrowings are recognised in the profit and loss account over the term of those borrewings at a constant rate
on the carrying amount

Government grants

Government grants relating to property, plant and equipment are treated as defetred income and released to profit and loss
over the expected useful lives of the assets concerned

Operating profit

Operating profit is stated after charging exceptional items and after the share of results of associates but before investment
income and finance costs

Retirement benefit costs
Payrments to defined contribution retrement benefit schemes are charged as an expense as they fall due
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Retirement benefit costs (continued)

For defined benefit retrement benefit schemes, the cost of providing benefits 1s determined using the Projected Unit Credit
Method, with actuanal valuations being carried out at each balance sheet date Actuanal gamns and losses are recogrised in full
in the period 1n which they occur They are recogmised outside profit or loss and presented in the statement of recognised
Income and expense

Past service cost 1s recognised immediately to the extent that the benefits are already vested, and otherwsse 1s amortised on a
straright-line basis over the average period untul the benefits become vested The interest cost and the expected return on assets
are included in finance costs and investment iIncome as appropnate

The retirernent benefit obligation recogmised in the batance sheet represents the present value of the defined benefit obligation as
adjusted for unrecognised past service cost, and as reduced by the fair value of scheme assets Any asset resulting from this calculation
15 imited to past service cost, plus the present value of avalable refunds and reductions in future contnbugions to the plan

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable 1s based on taxable profit for the penod Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible The Groug's liability for current tax s calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date

Deferred tax s the tax expected to be payable or recoverable on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liabifity method Deferred tax liabilities are generally recognised for all taxable temporary
differences and deferred tax assets are recogrused to the extent that it is probable that taxable profits will be avallable against
which deductible temporary differences can be utibsed Such assets and habilities are not recogmised if the temporary difference
anses fram gaodwill or from the initiat recognition {other than in a business combination) of other assets and habilities in a
transaction that affects neither the tax profit nor the accounting profit

Deferred tax absities are recognised far taxable temporary differences arising on investments in subsidianes and associates,
except where the Group 1s able to control the reversal of the temporary difference and 1t s probable that the temporary
difference wilt not reverse in the foreseeabte future

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent that it 15 no longer
probable that sufficient taxable profits wilt be available to allow all or part of the asset to be recovered

Deferred tax 15 calculated at the tax rates that are expected to apply in the period when the habiity is settled or the assetis
realised Deferred tax s charged or credited in the income statement, except when 1t relates 1o items charged or credited directly
to equity, in which case the deferred tax s aiso dealt with in equity

Property, plant and equipment

Land and buddings held for use tn the supply of goods or services, or for adrunistrative purposes, are stated in the bafance sheet
at their cost, less any subsequent accumulated depreciation and subsequent accumulated impairment losses

Fixtures and equipment are stated at cost tess accumulated depreciation and any recognised impairment loss

Depreciation 15 provided on all tangible fixed assets, other than freehold land, at rates calculated to write off the cost or
valuation, less esimated residual value, of each asset on a straight-hne basis over its expected useful Iife, as follows

Freehold bulldings - S0years

Long leasehold properties - SQyears

Short leasehold properties - over the unexpired perniod of the lease
Fixtures, fittings and equipment and motor vehicles - atvariable rates between 3 and 10 years

The gain or loss ansing on the disposal or retirement of an asset 15 determined as the difference between the sales proceeds and
the carrytng amount of the asset and 1s recognised inincome

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets

Internally generated intangible assets - computer software and systems

Expenditure on tnitial investigation and design of computer software and systems I1s recognised as an expense in the period in
which 1t s incurred




Internally generated intangible assets - computer software and systems {continued)

An internally generated intangible asset arising from the Group’s development of computer systems is recogrised only If all of
the following conditions are met

+  Anasset:s created that can be identified (such as software and new processes),
It1s probable that the asset created will generate future economic benefits, and
The development cost of the asset can be measured relably

Internally generated intangible assets are amorused on a straight-line basis over their useful lives, generally between three and
ten years Where no internally generated intangible asset can be recogrused, development expenditure is recognised as an
expense in the pericd in which it 1s incurred

{ntangible assets - licences

Betting hicences are recorded at cost or if arnsing in an acquisition at their fair value They are judged to have an indefinite Iife and
are accordingly not amortised but are subject to annual impairment reviews The directors consider that the Group’s licences
have an indefinite hife due to the fact that the Group 1s a significant operator in a well established market, the proven and
sustained demand for bookmaking services, the operation of current law that acts as a barrier to entry for new entrants, and the
Group’s track record of successfully renewing its betting permits and licences

Impairment of tangible and mtangible assets

At each balance sheet date, the Group reviews the carrying amounts of its goodwill, tangible and intangible assets to determine
whether there is any Indication that those assets have suffered an impasrment loss If any such indication exists, the recoverable
amount of the asset s estmated in order to deterrine the extent of the impairment tess (if any} Where the asset does not
generate cash flows that are independent from other assets, the Group estimates the recoverable amount of the cash-
generating urut to which the asset belongs An intangible asset with an indefinite useful life 15 tested for impairment annually
and whenever there 15 an indication that the asset may be impaired

Recoverable amount 15 the higher of far value less costs to sell and value in use In assessing value in use, the esumated future
cash flows, which are based on the budgeted figures for the following year and subsequently an annual growth rate of 2 4%,
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset {cash-generating unit) s reduced to its recoverable amount An impairment toss 15 recognised as an expense
immediately

Where an smpairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) 1s increased to the
revised estimate of its recoverable amount but so that the increased catrying amount does not exceed the carrying amount that
would have been determined had no imparment loss been recognised for the asset (cash-generating unit}in prior years A
reversal of an imparrment loss is recogmsed as iIncome immediately

Inventories

Inventories represent stocks of consumables in stores and goods for resale within the greyhound stadia They are stated at the
lower of cost and net realisable value

Share-based payments

The Group has applied the requirements of IFRS 2 ‘Share-based Payment’ from 31 Decernber 2003 In accordance with the
transition provisions included in IFRS 2, 1ts provisions have been applied to ali grants after 7 November 2002 that were unvested
as of 1 January 2005

The Group issues equity-settled share-based payments to certain employees and operates an Inland Revenue approved Save As
You Earn (SAYE) share option scheme open to all eligible employees which allows the purchase of shares at a discount The cost
to the Group of share-based payment ptans 1s measured at fair vatue at the date of grant Fair value is expensed on a straight-line
basis over the vesting peniod, based on the Group's estimate of shares that will eventually vest

Fair value 15 measured by use of the Black-Scholes-Merton pricing formula The expected Life used in the model has been
adjusted, based on management’s best esumates, for the effects of non-transferability, exercise restnictions and behawvioural
considerations Where relevant, the value of the option has also been adjusted to take into account any market conditions
applicable to the option

Further descriptians of the Group’s share-based payment plans are giwven in note 34
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Cash and cash equivalents

Cash and cash equivalents compnise cash and short-term bank deposits held by the Group with an onginal matunty of three I
months or less

Financial mstruments

Financral assets and financial liabilities are recogrused on the Group’s balance sheet when the Group becomes a party to the
contractual provisions of the instrument

Trade recevables

Trade receivables do not carry any interest and are stated at their fair value as reduced by appropnate allowances for estimated
Irrecoverable amounts

Finanaal hability and equity

Financial liabihities and equity instruments are classified according to the substance of the contractual arrangements entered into
An equity Instrument s any contract that evidences a residual mterest in the assets of the Group after deducting ail of its liabilities

Bank borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct 1ssue costs Finance charges,
including prermums payable on settlement or redemption and direct 1ssue costs, are accounted for on an accrual basis to the
profit and loss account using the effective interest methad Any accrued finance costs are included in accruals and deferred
income within trade and other payables

Trade payables
Trade payables are not interest-beanng and are stated at therr farr value

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of direct 1ssue costs [

Denvative financial instruments and hedge accounting

The Group’s activities expase 1t pnimanily ta the financal risks of changes in interest rates and foreign currency exchange rates
The Group uses Interest rate swap and collar contracts to hedge its interest rate exposure and retains cash balances in foreign
currencies matched agamst its foreign currency habiliues (client deposit accounts) to hedge its exposure to foreign currency
exchange rates The Group does not use derivative financial instruments for speculative purposes

The use of financial denvatives 1s governed by the Group’s palicies approved by the board of directors, which provide written
prnciples on the use of financral dervatives

Changes n the fair value of derivative financial mstruments that are designated and effective as hedges of future cash flows are
recognised directly in equity and the neffective portion 1s recognised immediately in the income statement if the cash flow
hedge of a firm commitment or forecasted transaction results in the recognition of an asset or a hability, then, at the time the
asset or hability 1s recogrused, the associated gains or losses on the denvative that had previously been recogrised in equity are
inciuded in the intial measurement of the asset or hability For hedges that da not result in the recognition of an asset or a
liability, amounts deferred in equity are recogrised In the income statement in the same penod in which the hedged ritern affects
net profit ar loss

Changes in the fair value of derivative financial instruments that do not qualify for hedge accounting are recognised in the
Income statement as they anse

Hedge accounting 1s discontinued when the hedging instrument expires or 15 sold, terminated, or exercised, or no longer
qualifies for hedge accounting At that time, any cumulative gain or loss on the hedging instrument recognised in equity 1s
retained in equity untl the forecasted transaction occurs If a hedged transaction s no longer expected 1o occur, the net
cumulative gain or loss recognised in equity 15 transferred to net profit or loss for the penod

Dernvatives embedded in other financial instruments or other hast contracts are treated as separate dervatives when their zisks
and charactenstics are not closely related to those of host contracts and the host contracts are not carried at fair vaiue with
unrealised gains or losses reported in the iIncome statement

Bets are carried at fair market value as they meet the definition of a derwative The resulting gains and losses from bets are
included in revenue Assets or liabilities resulting from open positions are reported gross in financal assets and financial
habilities under the term “Dervative financial instruments”

Provisions

Provisions for restructuring costs are recognrsed when the Group has a detalled formal plan for the restructuring that has been
commurucated to affected parties




Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Revenue

An analysis of the Group's revenue Is as follows

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m £m

Rendering of services and revenue as disclosed in the consohdated
Income staternent 894.2 8053
Other operating Income 63 59
Interest on bank deposits 29 25
Total revenue as defined in IAS 18 203.4 8137

Segment information

For managerment purposes, the Group ts currently organised into three operating dvisions ~ Retall, Telephone and Interactive These

divisions are the basis on which the Group reports its pnmary segment

information

Business segment information for the 52 weeks ended 26 December 2006

Retail  Telephane Interactive Other  Corporate Group
£m £m £m £m £m £m
Amounts wagered 11,4860 6599 1,0603 297 - 13,2359
Payout {10,787 1) {602 4) (929 8) (224) - (123417)
Revenue 6989 575 130.5 73 - 894.2
GPT, duty, levies and other cost of sales {1205) (129) {260} @9 - (1603)
Gross profit 5784 46 1045 64 - 7339
Deprecation (235) ©7n (49 02 ©5) (258)
Other administrative expenses {329Q) (27 2) {381} (68) (144) (4155)
Share of result of associate - - - - 36 36
Operating profit/{loss) 2259 16.7 61,5 {0.6) {11.3) 2922
Investment incormne - - - - 130 130
Finance costs - - - - 69.8) 69 8)
Profit/(loss) before tax 2259 16.7 61.5 [0 6) (68 1) 2354
Balance sheet information
Total assets 13609 958 1271 189 1048 1,707 5
Total habilities (547} 44) {266) {05) (1,4308} (1,517 0)
Investment in associate - - - - 53 53
Capital addions 525 921 91 - 10 "7
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for the 52 weeks ended 26 December 2006

Segment information (continued}
Business segment information for the 52 weeks ended 27 Decernber 2005

Retail  Telephone Interactive Other  Corporate Group
Em £m £m £rm £m £m
Amounts wagered 92855 6058 8260 288 - 10,7461
Payout {8,664 5) {552 4) (7027) {21 2} - (9,940 8)
Revenue 6210 53.4 1233 7.6 - 805.3
GPT, duty, levies and other cost of sales (136 3) (138 (230) (10 - (174 1)
Gross profit 4847 396 1003 66 - 6312
Depreciation (17 4) (13) (18) o4 0n (216)
Other administrative expenses (2857 (253) (373) 63) (126) (367 2)
Share of result of associate - - - - 26 26
Excepuonal tems (239)° - - - (3.0) {269)
Operating profit/{loss) 1527 130 612 01) (137) 2181
Investment income - - - - 111 11
Finance costs - - - - (546) {54 6)
Profit/(loss) before tax 1577 13.0 612 [(R]] (57 2) 1746
Balance sheet information
Total assets 1,3169 870 1203 148 86.5 1,6255
Total kabilities (20835) {(4.8) (20 4) 05) {1,142 7) {1,376 9)
Investment in associate - - - - 34 34
Capital additions 466 21 36 - 10 53.3

a  Incuded in £23 9m of exceptignal items relating to the Retall channel are asset impamments of £5 4m in respect of technolegy and fascia assets
acquired as part of Stanley Retail but of hmited subsequent value to the integrated Group

The Retail distribution channe! comprises all activity undertaken in LBOs including AWPs and FOBTs Other activities include on-course
betting and greyhound stadia operasons

Net assets/{labilies) have been allocated by segment where assets and lliabilites can be identified with a particutar channet
Corporate net assets include corporation and deferred tax, net bormowings, pension hability and dividends payable as well as any
assets and hab:hties that cannot be allocated to a particular channel other than on an arbitrary basis. Induded within total assets by
segment are £681 0m, £80 4m, £97 2m and £7 1m (27 December 2005 - £681 Om, £80 4m, £97 Zm and £7 1m), which relates to
goodwill allocated to the Retail, Telephone, Interactive and Stadia operations respectively

There are no inter-segmental sales within the Group

In accordance with IAS 14 ‘Segment Reporting; segment mnformation by geographical location is not presented as the Group's revenue
and profits anse pnmarily from customers i the Unsted Kingdom with significantly less than 109 (the minimum required by IAS 14 10
necessitate disclosure) of revenue and profits generated from customers outside of this junsdicuors Similarly, only a small portion of
the Group's net assets is located outside of the United Kingdom




3. Exceptional items

Exceptional items are those items the Group considers to be one-off or matenal i nature that should be brought to the readers’
attention

Exceptional operating costs are as follows

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005

£Em fm

Costs of implementation of EPOS and text systems' - 74
Costs of ntegratton of Stanley Retail acquisition’ - 190
Costs of aborted return of capital scheme ’ - 30
Profit on sale of LBOs dispased * - (25

- 269

' Costs arose from the roff out of electronic paint of sale and text systems across the LBO network and primanly encompass training and consultancy
costs,

Costs arose from the due diligence on and the integration of Stanley Retaill and comprise pnimanly external consultancy costs, redundancy and
related staff costs and asset Impairments.

' Costs represenit professional fees incurred in respect of an aborted plan to return caprtal

+ Gan made on the disposal of the 12 Witham Hilt LBOs, as part of the sale of 76 LBOs undertaken after the Office of Fair Trading review of the
purchase of Stanley Retal

Exceptional interest costs are as follows

52 weeks ended 52 weeks ended

26 December 27 December

2006 2005

£m £m

Whrite off of previously capitalised bank facility fee - 23
Breakage fee - o
- 24

Following the negotiation of new banking arrangements and the consequent repayment of the old bank facility, the unamortised
costs of £2 3m associated with the old facility were wnitten off in the period ended 27 December 2005

Exceptional tax charges are as follows

52 weeks ended 52 weeks ended

26 December 27 December

2006 2005

fm £m

Capital gain on disposal of 76 LBOs' - 71
Tax relief expected in respect of exceptional operating and interest costs - (65)
- 06

*  Due to the accounting rules goveming the subsequent disposal of acquired operations, the Income staternent bears the full tax charge relzting to
the capital gain on the disposal of 76 LBOs, while the gain on disposal 1s only recognised in the incorne statement in respect of the sale of the 12
Wilham Hill shops, The net proceeds of the remaining 64 Stantey Retail LBOs have been used to determene fair values and hence have been reflected
through adjusted intangibles recognised
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for the 52 weeks ended 26 December 2006

Share of results of associate

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m £m
Share of profit after taxation in asscaizted undertaking 36 26 |

The abave represents the Group’s share of the operating profit of Satellite Information Services (Holdings) Linited (note 15)

Operating profit |
Operanng profit has been arnved at after charging ;
52 weeks ended 52 weeks ended |
26 December 27 December |
2006 2005
£m £m
Net foreign exchange (gainsi/losses {01} 02
Depreciation of property, plant and equipment’ 271 243
Depreciation of software 27 27
Staff costs {note 6) 2141 2180

1

Included withun the pror years charge for depreciation of property, plant and equipment of £24 3mis a £5 4m impairment in respact of technology
and fascia assets acquired as part of Stanley Retail but of hmited subsequent value to the integrated Group The impairment charge 15 incorporated
within the exceptional ¢osts relating to the ntegration of Stanley Retal {note 3)

In accordance with Statutory Instrument 2005 No 2417, fees payable to Delostte & Touche LLP and ther associates are shown befow

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
Category’ £m £m
Fees payable to the Company's auditor for the
aucht of the Company’s annual accounts 02 02
Fees payable to the Company's auditer and its
assoctates for other services
The audit of the Company’s subsidianes,
pursuant to legislation 1 0.1 01
Other services pursuant to legislation 2 - 0.2
Tax services 3 o4 02
Services related to corporate finance
transactions entered into 2 - 03
All other services 10 - 06

Fees are broken down by category in accordance with Statutory Instrument 2005 No.2417 The Companies (Disciosure of Auditor Remunerations)

i
Total fees payable to Deloitte & Touche 0.7 16
2005 Schedute 2 Regulation 4(3)Costs

Deloitte & Touche LLP does not provide services for the Group's pension schemes

The audit fees payable to Deloitte & Touche LEP are reviewed by the Audit Comimittee to ensure such fees are competitive

The Committee sets the policy for awarding non-audit work to the auditors and reviews the nature and extent of such work and
related fees in order to ensure that independence 15 maintained The fees disclosed above consolidate all payments made to
Deloitte & Touche LLP by the Company and s subsidianes.




6. Staff costs

The average monthly number of persons employed, including directors, during the penod was 13,952 (52 weeks ended 27 December
2005 - 13,174} all of whom are engaged 1n the admirustration and provision of betting and gaming services and the operation of

stadia Their aggregate remuneration compnsed

52 weeks ended 52 weeks ended

26 December 27 December

2006 2005

Em im

Wages and salanes 2047 1940
Social secunty costs 17 4 141
Other penston costs (note 35) 80 99
2141 2180

tncluded in Other pension costs s £16 7m relating to actuanal gains (52 weeks ended 27 December 2005 - £1 6m loss), which have

been credited to the Statement of Recognised Income and Expense

7. Investment income
52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m £m
Interest on bank depasits 29 25
Expected return on pension scheme assets 101 86
130 111
8. Finance costs

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m £m

Interest payable and similar charges
Bank loans and overdrafts 57.8 415
Amortisation of finance costs 1.3 10
591 425
Exceptional interest casts (note 3) - 24
Net interest payable 591 449
Interest on pension scheme habilities 107 97
698 546
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Tax on profit on ordinary activities

The tax charge comprises
52 weeks ended 52 weeks ended
26 December 27 December
006 2005
£m £m
UK corporation tax at 30% 665 514
UK corporation tax - prior periods (6.4) -
Overseas tax - 05
Total current 1ax charge 601 519
Deferred tax - ongmation and reversat of timing differences (note 24) 85 96
Total tax on profit on ordinary activities 686 615

The effective tax rate in respect of ordinary activities before exceptional costs and excluding asseciate income 15 29 6% (52 weeks
ended 27 December 2005 - 29 5%) There were no exceptional items in the penod and therefore the effective tax rate in respect of
ordinary activities after exceptional tems was 29 6% (52 weeks ended 27 December 2005 - 35 7%} The current period's charge 1s
Jower than the statutory rate of 30% due to adjustments in relation to prior periods The prior period rate after exceptional items was
higher than the statutory rate of 30% due to

- Chargeable gains ansing on the sale of the Stanley Retail LBOs being treated as part of the tax charge whereas for accounting
purposes the gains are dealt with in armving at goodwill, and

. The Group incurred a number of expenses on which ¢t did not get tax relief

The differences between the total current tax shown above and the amount ¢alculated by applying the standard rate of UK
corporation tax to the profit before tax 1s as follows

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m % £m %
Profit before tax 2354 1746
Less share of associate Income (36) (2.6)
231.8 1000 1720 1000
Tax on Group profit at standard UK corporation tax rate of 30% 695 300 516 300
Adjustment in respect of pnor periods {30} 1.3} - -
Permanent differences 2.1 09 35 20
Tax on profits credited against goodwall - - 64 37
Totat tax charge 586 29.6 615 357

The Group earns its profits primartly 1n the UK, therefore the tax rate used for tax on profit on erdinary activities 1s the standard rate for
UK corgoration tax, currently 30%




10. Dividends proposed and paid

n

26 December 27 December 26 December 27 December
2006 2005 2006 2005
Per share Per share £m im

Equity shares
- current year intenm dividend pad 7 25p 61p 25.6 235
- pnar year finat deadend pasd 122p 10p 4513 431
19.45p 171p 709 666
Proposed dwvidend 14.5p 122p 512 461

The praposed final dividend of 145p will, subject to shareholder approval, be paid on 5 June 2007 to all shareholders on the register

on 27 April 2007 In ine with the requirements of 1AS 10 - ‘Events after the Balance Sheet Date] this dividend has not been recogrised

within these results

Under an agreement signed in Novemnber 2002, The William Hill Holdings 2001 Employee Benefit Trust agreed to waive all davdends

As at 26 December 2006, the trust held 0 4m ordinary shares. In addition, the Company does not pay dividends an the 8 7m shares

held in treasury The Company estimates that 352.5m shares will qualify for the final dwidend

Earnings per share

The earnings per share figures for the respective peniods are as follows

52 weeks ended 52 weeks ended

26 December 27 December

2006 2005

Pence Pence

Basic - adjusted 455 366
Basic 455 290
Dituted 449 286

An adjusted earnings per share, based on profit for the prior penod before exceptional items, has been presented 1n arder to highhght

the underlying performance of the Group

The calculation of the basic and diluted earnings per share 15 based on the following data

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m fm
Profit after tax far the financral pencd 166.8 131
Exceptional itemns - operating expenses - 69
Exceptional items - interest - 24
Exceptional items - tax charge - 06
Profit after tax for the finanoal pericd before exceptional tems 166.8 1430
Number (m) Number {m)
weighted average number of ordinary shares for the purposes of
hasic earnings per share 3667 3905
Effect of dilutsve potential ordinary shares
Employee share awards and options 4.7 55
Weighted average number of ordinary shares for the purposes of diluted
earnings per share 3714 3960
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11. Earnings per share (continued)

The basic weighted average number of shares excfudes shares held by The Williarn Hill Holdings 2001 Employee Benefit Trust and
those shares held in treasury as such shares do not qualdy for dividends. The effect of this 15 to reduce the average number of shares
by 104m 1n the 52 weeks ended 26 December 2006 (52 weeks ended 27 December 2005 - 127m)

12. Intangible assets

Licence Computer
Goodwll value software Total
£m fm £m fm
Cost
At 29 December 2004 7333 39 164 7536
Additions - 19 21 40
Acquired on acquisition of subsidiary 1341 4470 - 5811
Disposal of 12 LBOs n7 - - 17
At 28 Decermnber 2005 8657 4528 185 1,3370
Additions - 19 108 127
At 26 December 2006 8657 4547 293 13497
Accumulated amortisation
At 29 December 2004 - - 16 16
Charge for the period - - 27 27
At 28 December 2005 - - 43 43
Charge for the penod - - 27 27
At 26 December 2006 - - 70 70
Net book value
At 26 December 2006 8657 4547 223 1.3427
At 27 Decemnber 2005 8657 4528 142 1,3327

The amortisation penod for the Group's computer software 1s between three and ten years The use of a ten-year life in respect of
some of the software 1s supported by warranties wrtten into the relevant software supply contract

Licences are judged to have an indefinite Iife and are accordingly not amoruised but are subject to annual impairment reviews The
directors consider that the Groups licences have an indefirite iife due to the fact that the Group s a significant operator in a well
established market, the proven and sustamed demand for bookmaking services, the operation of current law that acts as a bamer to
entry for new entrants, and the Group's track record of successfully renewing its betting permits and licences.




13. Property, plant and equipment

Fixtures,
Land and fitsngs and Motor
busldings equipment vehicles Total
£m £m £m £m
Cost
At 29 December 2004 1391 803 42 2236
Additions 207 293 12 512
Acquisition of subsidiary undertaking 413 26 - 439
Disposals 0" (26) {10 43
At 28 December 2005 2004 1096 44 3144
Additions 372 218 19 609
Disposals 51 an 1) (73)
At 26 December 2006 2325 1303 52 3680
Accurmutated depreciation
At 29 December 2004 523 646 25 1194
Charge for the penod 111 123 09 243
Disposals 06} 23) 09 (38)
At 28 December 20G5 62.8 746 25 1399
Charge for the period 158 103 10 271
Disposals 44) (06) (10} ©®0
At 26 December 2006 742 843 25 1610
Net book value
At 26 December 2006 1583 460 7 2070
At 27 December 2005 1376 350 19 1745
The net book value of land and buildings comprises
26 December 27 December
2006 2005
£m £m
Freehald 50.3 522
Long leasehold 80 86
Short leasehold 1000 768
158.3 137 6

Out of the total net book value of land and buildings, £3 6m (27 December 2005 — £2 Ym} relates to administration buildings and the

remainder represents licensed hetting offices The gross value of assets on which depreciation 1s not provided amounts to £7 8m

representing freehald land (27 Decermber 2005 - £7 6m)

The carrying amount of the Groug’s fixtures, fittings and equipment includes an amount of £2.1m (27 December 2005 - £nil)

respect of assets held under finance leases

At 26 December 2006, the Group had entered into contractual commitments for the acquisition of property, plant and equipment

amounting to £13 3m (27 December 2005 - £21 5m)
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Subsidiarnes

The principal subsidianies of the Company, their country of incorporation, ownership of their share capital and the nature of their trade

are hsted below

Proportion of all

classes of Issued

share capital

Country of owned by the Nature of
incorporation Company trade

Directly owned
Willam Hill Holdings Limited Great Bntain 100% Holding company
Held through intermediate companies
Witham Hull Investments Limited Great Britain 100% Holding company
Wil Hilt Lirnited Great Britain 100% Holding company
Windsors (Sporting Investrments) Lirmited Great Bntain 100% Holding company
Camec Limited Great Britain 100% Betung services
Willam Hilt Organization Limited Great Britain 100% Betuing services
William Hilt {Course) Limited Great Britain 100% Betting services
Wilham Hill Credit Lirnited Great Britain 100% Betting services
Wiltiam Hill {North Eastern) Limited Great Britain 100% Betting services
William Hifl (North Western) Lirnited Great Britain 100% Betting services
William Hill (Southern) Limited Great Britain 100% Betting services
Williarm Hill (Feotball) Limited Great Britain 100% Betting services
William Hili (Strathclyde) Limited Great Britain 100% Betting services
Witlham Hill {Caledonian) Limited Great Britain 100% Betting services
Witham Hill (Grampian) Limited Great Britain 100% Betting services
Wilhiam Hill (London) Limited Great Britain 100% Betting services
Will:am Hill (Midlands) Limited Great Britain 100% Betting senvices
William Hill {Scotland) Limited Great Bntain 100% Betting services
Willam Hili (Western) Limited Great Britain 100% Betting services
William Hill (Essex} Limited Great Britain 10096 Betting services
Camec {Provincial) Limited Great Britain 100% Betting services
Camec {Scotland} Limited Great Britain 100% Betting services
Camec (Southern) Limited Great Britain 10006 Betting services
Laystall Limited Great Britain 100% Betting services
Brooke Bookmakers Limited Great Britain 100% Betting services
James Lane Group Lirmited Great Britain 100% Betting services
Arena Racing Limited Great Bntain 100% Betting services
Transdawn Limited Great Britain 100% Betting services
Willstan Racing Limited Great Britain 100% Betting services
Willstan Racing (Ireland) Limited Republic of frefand 100% Betting services
Willstan Limited Northern freland 160% Betting services
B! O'Conner Lirited Jersey 100% Betting services
Willstan {IOM} Limited Isle Of Man 100% Betting services
The Regat Sunderland Stadism Limited Great Britain 100% Stadrum operaton
Team Greyhounds (Brough Park) Lirmited Great Britain 100% Stadium operation

Willlam Hill PLC Annual Report & Accounts 2006
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Netherland Antilles  100%
Netherland Antilles  100%

William Hill Casino NV
William Hill Online NV

On-line casino
On-lne casino

The proportion of voting nghts held 1s the same as the proportion of shares held




15. Interests in associate

Prowsion for
impairmens of Share of

Goodwill goodwll net assets Tota!

fm m m £m

At 29 December 2004 240 {240) 29 29
Share of profit before taxation - - 36 386
Share of interest - - 01 01
Share of taxation - - (n n
Dividend receved - - (21} (21}
At 28 December 2005 240 {240) 34 34
Share of profit before taxation - - 52 52
Share of interest - - 01 01
Share of taxation - - a7 aon
Share buyback - - (17 {17
At 26 December 2006 240 {24 0} 53 53

At 26 December 2006 Willam Hill Crganization Lirmnited, a principal subsidiary of the Company, held an investment of 2095%

(27 December 2005 - 19%) of the ordinary share capital of Satellite Information Serwices (Holdings) Limited (SIS), a company
incorporated in Great Bntain Willam Hill Organization Limited's shareholding has increased in the penod from 19% to 20 95% due
to SIS repurchasing and cancelling a partion of its ordinary share capital The investment has been accounted for as an associated
undertaking using the equity method and the change in the Group's share of s net assets s shown above

The SIS group of companies provides real time pre-event information and results, as well as live coverage of horse racing, greyhound
racing and certain numbers draws, via satellite The statutory financial statements of SIS are prepared to the year ending 31 March The
consoldated figures above are based on management accounts for the calendar year 2006

A provision was made 1n 1999 aganst goodwill refating to the acquisition of shares in 515 to recognise impairment (0 the carrying
value

The following finanaial information relates to SIS

26 December 27 December

2006 2005

£m £m

Total assets 58.5 469
Total Labilities {32.8) (288)
Total revenue 1449 1269
Total profit after tax 163 132

William Hill Organization Limited also holds directly or indirectly 33% of the entire share caprtal of Lucky Choice Limited and of 49
Limited These companies were formed for the purpose of promoting and publiostng certain numbers betting formats In the opimion
of the directors, the results of these comparues are not matenal to the results of the Group Consequently, the investments have been
stated at cost and have not been accounted for under the equity method, which would normally be appropnate for an associated
undertaking

16. Inventones

26 December 27 December

2006 2005

£m fm

Raw materials, consumables and bar stocks 05 04
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Other financial assets
Trade and other receivables

Trade and other recewables comprise

26 December 27 December

2006 2005

£m £m

Trade debtors 35 27
Other debtors 05 22
Prepayments 264 1335
304 204

The directors consider that the carrying amount of trade and other recervables approximates their fair value
Cash and cash equivalents

Cash and cash equivalents comprise cash and short-term bank deposits held by the Group with an original matunty of three months
or less. The carrying amount of these assets approximates therr farr vatue

Credrt nisk

The Group's prncipal financial assets are bank balances and cash and trade and other receivables, which represent the Group’s
maximum exposure to credit nsk in relation to finangia! assets The Group’s credit nisk 1s primanly attributable to its trade recevables
The amounts presented in the balance sheet are net of allowances for doubtful receivables, estimated by the Group's management
based on prior expenence and their assessment of the current econormic environiment The credit nsk on iquid funds and denvative
financial instrurnents 1s imited because the counterparties are banks with high credit ratings assigned by international credit-rating
agenaies. The Group has no significant concentration of credit nsk, with exposure spread over a large number of counterparties and
customers.

Trade and other payables

Trade and other payables comprise
26 December 27 December
2006 2005
£fm f£m
Trade creditors 74 291
Other creditors 49 56
Accruals and deferred income 663 448
1086 795

The average credit penod taken for trade purchases is 19 days (27 December 2005 - 19 days)
The directors consider that the carrying amount of trade payables approximates to therr farr value

Included in trade creditors 1s an amount of £18 7m {27 December 2005 -~ £16 Om) in respect of amounts due to chents, representing
deposits receved and customer winnings This is offset by an equivalent amount of client funds held, which is included in cash at
bank and in hand




19. Borrowings

26 December 27 December
2006 2005
£m £m
Due In less than one year

Cbligations under finance leases (note 20} 09 -

Due in more than one year
Obligations under finance leases (note 20} 12 -
Bark loans (note 21} 1,1400 10161
142 1,0161
Total borrowings 11421 1,016 1

20

Obligations under finance leases

Future minimum fease payments under finance leases, together with the present value of the net minimum lease payments are as

follows
Minimum lease payments Present value of minimum
lease payments

26 December 27 December 26 December 27 December
2006 2005 2006 2005
fm im £m £m

Amounts payable under finance leases
Wwithin one year 09 - 09 -
in the second to fifth years inclusive 1.3 - 12 -
After five years - - - -
22 - 21 -
Less. future finance charges (01) - - -
Present value of lease obligations 21 - 21 -
Less amounts due within one year {09) - 09) -
Amounts due after more than one year 12 - 12 -

The Group has finance leases for vanous items of plant, equipment, fixtures and fitings The interest rate inherent 1n the leases s fixed
at the contract date for all of the lease term All leases are on a fixed repayment basis and no arrangements have been entered into for
conhingent rental payments. The average effective interest rate contracted approximates 4 6% {2005 - nil) per annum

The fair value of the Group’s lease obligations approximate to therr carrying value
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Bank overdrafts and loans

26 December 27 December
2006 2005
£m im
Banrk loans 1,145.0 1,0200
The borrowings are repayable as follows
On demand or within one year - -
In the second year - -
In the third to fifth years inclusive 1,145 0 1,0200
1,1450 1,0200
Less expenses relating to loan {5 0} (39
1,130 0 1,0161
Less amount due for settlement within 12 months
(shown under current Jabilities) - -
Amount due for settlement after 12 months 1,130 0 1,0161
Bank loans
52 weeks ended 52 weeks ended
26 December 27 Decernber
2006 2005
% %
The weighted average interest rates paid were as follows
Bank loans 54 55

At 26 December 2006, the Group had total bank facilities of £1,450m available to it under two facilities agreements, The first facility 1s
for a total commitment of £1,200m, and 15 spht Into two tranches

»  Tranche A compnsing a term loan of £600m repayable on 1 March 2010, and
«  Tranche B comprising a revolving facility of £600m availlable until 1 March 2010
The second facility agreement is for a term loan of £250m, which 13 repayable on 30 July 2011

Mandatory repayments are required to be made under the terms of both sets of loan documentation, including, but not imited to,
the net proceeds of certain asset sates The matunty profile abave 1s analysed on the basis of calendar years from the balance sheet
date

The borrowings drawn down under the £1 200m facility agreement bear interest at a vanable margin of between 0 4% and 075%
above LIBOR, dependent on certain finangal ratros The applicable margin at 26 December 2006 was 0 525%.

A commitment fee of 37.5% of the applicable margin 1s payable on the undrawn element of the revolving facility The revolving facifity
drawn down at 26 December 2006 was £295m (27 December 2005 - £420m)

The £250m borrowings under the second facility agreement bear interest at a fixed margin of 090% above LIBOR.
The faalities are secured by guarantees given by the Company and certain of its subsidiaries.
Overdraft facility

At 26 December 2006, the Group had an overdraft faciity with Nationa! Westminster Bank plc of £5 0m (27 December 2005 - £5 Orm)
The balance of this facility at 26 December 2006 was £nil (27 December 2005 - £nil)

Farr value of loans and facilities

It 1s the directors’ epinion that due to the floating nature of the Group's borrowings and the proven cash generation capability of the
Group, there 15 no significant difference between book and fair value of the Group’s bank faclimies and other borrowings.




22. Denvatives and other financial instruments

26 December 27 December

2006 2005

£m £m

Antepost bets {5.6) (59
Amortised cost of swaps and collars 1.0 -
Unrealised value of swaps and collars 134 (16)
8.8 (73

The above table, analysing the different types of denvative financial instruments, has offset the assets and liabilites. The following 15
the analysis of the denvative financial instruments (after offset) for financal reporting purposes

26 December 27 December

2006 2005

£Em fm

Denvative financial instruments - assets 144 -
Denvatve financial instruments - habilities {56) (75)
88 (75)

Antepost bets

Antepast bets are a liability ansing from an open posion at the balance sheet date in accordance with the Group's accounting policy
for denvative financial instrurments

Interest rate hedging arrangements
The Group uses interest rate swaps and collars to manage its exposure to Interest rate movements on its bank borrowings

The Group has entered inte a number of interest rate swap arrangements as at 26 December 2006 under wiuch the LIBOR element of
the interest payable 1s swapped for fixed rate payments The notional pnnaipal hedged under these swaps varies between £455m and
£125m over the period to 31 December 2011 At 26 December 2006 the notional principal hedged under these arrangements was
£340m The fixed interest rate under the swaps varies from 4 4% to 5 35%

In adcition the Group has also entered (nto snterest rate collars arrangements expinng between 31 December 2009 and 31 December
2011 under which the floating LIBOR rate s capped at rates between 4 75% and 5 5% with floors of between 3 75% and 4 50%. The
notional pnncipal amount hedged under these arrangements varies between £440m and £125m At 26 December 2006 the notional
principal amounit under the Group's interest rate collars was £340m

The fair value of swaps and collars entered into at 26 December 2006 1s estimated as an asset of £14 4m (27 December 2005 hability -
£16m) Dervative pricing models have been used 1o calculate these fair values All of these interest rate swaps are designated and
effective as cash flow hedges and the fair value thereof has been deferred in equity An amount of £07m (52 weeks ended 27
Decernber 2005 - £1 4m) has been paid in respect of hedged interest payments rmade in the penod

Currency risk

The man functional currency of the Group 1s stering A number of transactions are conducted in other currencies which give rise to
monetary assets and llabilities denominated in other currencies None of these currency amounts are considered matenal enough to
disclose separately
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Derivatives and other finanaal instruments (continued)

Net foreign currency moenetary habilities at 26 December 2006

Net foreign currency labilities

Other
Sterling currencies Total
£m £m £m
functional currency
Sterling - zn (21}
Other currencies @n - O7%)
©1) 2 22

Net foreign currency monetary assets/(labihues) at 27 December 2005

Net foreign currency assets/Ahabilives}

Other
Sterling cunmenaes Total
£m fm £m
Functional currency
Sterling - (39 39
Other currencies 01 - 01
a1 (39 (38
Long term provisions
£m
At 29 December 2004 -
Provided in penod 190
Acqussition 14
Utlhised (129)
At 28 December 2005 75
Utlised {7.5}

At 26 December 2006

The provisians related to the costs of integrating the Stanley Retail acquistion




24 Deferred tax

The faliowing are the major deferred tax (labilities) and assets recogmised by the Group and movements thereon during the current
and prior peniod

Amount
{charged) to
Amount  statement of
At28 Acquired credited/ of recognised At 26
December during {charged) incomeand December
2005 period  toincome expenses 2006
£m £m im £m Em
Accelerated capital allowances (72) - 62 - (13.4)
Retirement benefit obligations 148 - (23} (50) 75
Licences (1351 - - - (1351)
Share remuneration 16 - 06) - 10
Denvatives 05 - - {45) (40}
Tax losses 06 - (086) - -
Properties acquired via business combinations (180) - 12 - (16 8)
(142 8) - 85) (9.5} (160 8)
Amount
credited/
(charged) to
Amount  statement of
AL 29 Acquired credited/  of recognised A 27
December during (charged) incomeand  December
2004 penod 1© Income expenses 2005
fm fm fm £m £m
Accelerated capital alowances (12} 20 40 - (72
Held over gains o1 - 01 - -
Retirement benefit obligations 166 - (23) 05 148
Licences (10 {1341} - - {1351)
Share remuneration 07 01 a8 - 16
Dervatives 038 - - (03) 05
Tax losses 65 - (59) - 06
Properties acquired via business combinations (138) {59 17 - (180)
85 1419) 96) 02 (142 8)

The current rate of UK corporation tax of 309 has been used to calculate the amount of deferred tax

Certain deferred tax assets and habilities have been offset In the above analysis The following 1s the analysis of the deferred tax
balances {after offset) for financial reporting purposes

26 December 27 December

2006 2005

£m £m

Deferred tax habilities (169 3} (1603)
Deferred tax assets 8.5 175
(160.8) (1428}

Temporary differences arising in connection with Interests in the associate are insignificant
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Called-up share captal

26 December 2006 27 December 2005
Number of Number of
shares £m shares £m
Authorised - ordinary shares of 10p each 800,000,000 800 800,000,000 800

Called-up, allotted and fully paid — ordinary shares of 10p each

At start of pened 390,738,991 391 404,881,389 405
Shares cancelled (29,107,738) (29) (14,142,398) (14)
At end of penod 361,631,253 36.2 390,738,991 391

The shares were cancelled dunng the penod as part of the Company’s share buy back programme

The Company has one class of ordinary shares, which carry no nght to fixed income

Share premuum

£m

At 29 December 2004, 28 December 2005 and 26 December 2006 311.3

The share prernium reserve records the excess of the cash actually recerved on the ssue of shares over the nominal amount of the
share capital 1ssued

Capital redemption reserve

£m
At 29 Decernber 2004 17
Shares cancelled {note 25) 14
At 28 Decernber 2005 31
Shares cancelled (note 25) 29
At 26 December 2006 60

The capital redemption reserve arose on the cancellation of previously issued shares and represents the nominal value of those shares
cancelled

Merger reserve
£m

At 29 December 2004, 28 December 2005 and 26 December 2006 261)

The merger reserve arose following a group reorganisation in 2002 n preparation for the flotation of the Company




29, Own shares

30

£m
At 29 Decemnber 2004 (59.3)
Transfer of own shares to recipients 18
At 28 December 2005 {57.5)
Transfer of own shares to recipients 106
At 26 December 2006 (46 9)

Own shares held at 26 December 2006 amounting to £45 9m compnse 8 7m shares (nomsnal value ~ £0 9m) held in treasury
purchased for £46 4m and 04m shares (nominal value - £0.04m) held in The William Hill Holdings 2001 Employee Benefit Trust
purchased for £0 5Sm The shares held i treasury were purchased at a weighted average pnce of £5 32. At 26 December 2006 the total
market value of own shares held in treasury and in the Trust was £58 Om

Hedging

£m
At 29 December 2004 (7
Change n fair value of hedging dervatives {05)
Transfer to income 14
Deferred tax ansing @3
At 28 December 2005 AR}
Change in fair value of hedging dervatives 143
Transfer to income 07
Deferred tax ansing {45)
At 26 December 2006 9.4

The hedging reserve records the movements on denvative farr values, where movements on the fair value of those denvatives have
qualified to be deferred to equity
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Retained earnings
£m
At 28 December 2004 99
Dmdends pad (note 10) (66.6)
Net profit for the period 131
Actuaral loss recognised in the pension scheme (16)
Deferred tax ansing thereon 05
Shares purchased and cancelled {786)
Expense recogrised in respect of share remuneration 22
Movements on reserves due to transfer of own shares to reapients 09
At 28 Decermnber 2005 {202)
Dwidends paid (note 10} (709)
Net profit for the period 1668
Actuanal gain recogmised in the pension scheme 167
Deferred tax arising therecn 50
Shares purchased and cancelled {1784)
Expense recognised in respect of share remuneration 30
SIS share buyback a7
Movements on reserves due to transfer of own shares to recipients 97
At 26 December 2006 {99.4)
Notes to the cash flow statement
52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m £m
Operating profit 2922 2181
Adjustmens for
Share of result of assocate (3.6) (26)
Depreciatan of property, plant and equipment 271 243
Depreciation of computer software 27 27
Gain on disposal of property, plant and equipment {0.5) 0.2)
Gain on disposal of LBOs a0 (25)
Cost charged in respect of share remuneration 30 22
Defined benefir pension cost less cash contnbutions g1 87)
Movernent in provisions (7.5) 72
Operating cash flows before movements in warking capital 301.3 2405
Increase In inventones 01) -
Increase in receivables 10 (16)
Increase in payables 237 31
Cash generated by operations 3139 2420
Incorne taxes paid 539) (494)
Interest paid (55.4) {360)
Net cash from operating actvities 2046 1566

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet) compnse cash at bank and

other short-term highly iquid tnvestments with a matunty of three months or less




33 Operating lease arrangements

34

{a)

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£fm £m
pMinimum lease payments under operating leases recognised as
an expense in the year
- plant & machinery {including AWPs and FOBTs) 36 54
- other (including land and buildings) 375 341
411 395

At the balance sheet date, the Group had outstanding commitmenits for future mmimum lease payments under non-cancellable
operating leases, which fall due as follows

26 December 27 December

2006 2005

£m Em

Within one year 361 362
In the second 1o fifth years inclusive 1232 1237
After five years 1753 1790
3346 3369

Operating lease payments represent rentals payable by the Group for certain of its LBO, office properties and amounts payable for the
use of certain office and computer equipment

Share-based payments
The Group had the following share-based payment schemes in aperation dunng the period, all of which will be settled by equuty

(a) Performance Share Plan (PSP} and Long Term Incentive Plan (LTIP) encompassing awards made in the four years from 2003 to
2006,

(b) Save As You Earn share option scheme involving options grante after 7 November 2002 (SAYE) encompassing grants made in
the four years from 2003 to 2006,

(¢} Executive Director Incentive Plan (EDIP), and

() Save As You Earn share option schemes involving optians granted befare 7 November 2002 (2002 SAYE) encompassing a grant
made in 2002

Details of these schemes are provided on pages 18 and 19 In the Directors’ Remuneration Report

In accordance with the transiton provisions included in IFRS 2, the Group has recognised an expense in respect of all grants after 7
November 2002 that were unvested as of 1 January 2005 In the context of the Group's schemes, this indudes items (a) and (b} above
The total expense recogrised (excluding employers National Insurance costs) in respect of these schemes was £3 0m in the 52 weeks
ended 26 December 2006 (52 weeks ended 27 December 2005 - £22m)

Performance Share Plan {PSP) and Long Term Incentive Plan (LTIP}

The PSP provides conditional awards of shares dependent equalty on the Group's earrings per share growth and Total Shareholder
Return (TSR performance over a three-year period as well as continued employment of the indwidual at the date of vesting (awards
are usually forferted If the employee leaves the Group voluntanty before the awards vest} The LTIP provides conditional awards of
shares dependent exclusively on the Group's TSR performance over a three-year penod and continued employment of the indidual
at the date of vesting In the case of both plans, f the options remain unexercised after a perrod of ten years from the date of grant,
the option lapses
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Share-based payments {continued)

26 December 27 December

2006 2005

Number Number

Outstanding at beginming of the penod 4,735,863 2,287,528
Granted dunng the penod 1,265,153 2481919
Forfeited during the pericd (752,720} {27.437)
Exercised during the penod {1,196,187} 6147)
Qutstanding at the end of the penod 4,052,109 4735863
Exercisable at the end of the pericd 135,036 10,470

As the PSP and LTIP are conditional awards of shares and therefore the recipients do not have to pay an exercise price, the shares
have, in effect, a zero cost exercise price The waighted average share price at the date of exercise for share awards exercised dunng
the penod was £5 86 (52 weeks ended 27 December 2005 - £5 76)

The awards outstanding at 26 December 2006 had a remaining weighted average contractual hife of 7 B years (27 December 2005 -
85 years)

The inputs into the Black-Scholes-Merton pncing formuta in respect of these awards were as follows

26 December 27 December

2006 2005

Weighted average share price at date of grant £455 f416
Weighted average exercise price Nil Nil
Expected volatility 28% 2%%
Expected life 3 5 years 35 years
Risk free interest rate 4.4% 44%
Expected dividend yield 32% 33%

Expected volatility was determined by calculating the histoncal volatility of the Group's shares over a penod matching the option life
where possible and where this 1s not possible (due to the fact that the Company was only listed in June 2002), histoncal volatility bas
been calcutated from a penod commencing on 20 September 2002, being three months after the listing of the Company, and ending
on the date of grant This ensures that the volatility calculation 1s not unduly affected by erratic price movernents that arose
immediately after flotation The expected life of the option used in the model has been adjusted, based on management’s best
estimate, for the effects of non-transferability, exercise restnctions and behavioural considerations The value of the option has also
been adjusted to take into account the market conditions applicable to the option {1 e TSR requirements) by applying a discount to
the option value This discount 15 calculated based on an estimate of the probability of achieving the relevant condition

The weighted average fawr value of the awards granted under the PSP and LFIP schemes at the date of grant was £2.29 per option
(27 December 2005 - £202) The expense recognised {excluding employers’ national insurance costs) in respect of relevant PSP and
LTIP schemes in the 52 weeks ended 26 December 2006 was £1 9m (52 weeks ended 27 December 2005 - £11m)

{b) SAYE scheme for grants made in the four years from 2003 to 2006

Options under the SAYE Share Option Scheme, which 1s open to all ehgible employees, are based on a three, five or seven year
monthly savings contract Options under the scheme are granted with an exercise price up to 20% below the share pnce when
the savings contract 15 entered into The options remain valid for six months beyond the end of the relevant savings contract




34, Share-based payments (continued)

26 December 2006 27 December 2005
Welghted average Weighted average
exercse price exercise price
Number £ Number £
Qutstanding at beginming of the penod 2,245,758 308 1,828,281 262
Granted during the penod 1,027,302 460 621,898 457
Forfeited during the perod (291,356) (379 {200,887) (347
Exercised dunng the penod (454,006) (1.83) {3,534) (2 68)
Qutstanding at the end of the penod 2,527,698 3.84 2,245,758 308

Exercisable at the end of the penod -

The exeraise price for the 2003, 2004, 2005 and 2006 SAYE schermes was £1 76, £3 93, £4 57 and £4 60 respectively

The weighted average share price at the date of exercise for share options exeraised dunng the penod was £6 00 (52 weeks ended
27 December 2005 - £5 42) The options outstanding at 26 December 2006 had a remaining weighted average contractual life of

265 years (27 December 2005 - 3 0 years)

The inputs into the Black-Scholes-Merton pricing formula in respect of these options were as follows

26 December 27 December

2006 2005

Weighted average share price at date of grant £4.40 £381
Weighted average exercise pnce £3.42 £298
Expected volatifity 28% 30%
Expected life 4 & yoars 47 years
Risk free interest rate 47% 47%
Expected dividend yield 31% 32%

SIUBLUIES jRDuRUY dnauny 2y O SA10N

Expected volatlity was determined by calculating the histonical volatility of the Group's shares over a peried matching the option life
where possible and where this 1s not possible (due to the fact that the Company was only listed in June 2002), histonical volatiity has
been calculated from a penod commencing on 20 September 2002, being three months after the listing of the Company, and ending
on the date of grant This ensures that the volatility calculation 1s not unduly affected by erratic price movements that arose
immediately after flotatton The expected life of the option used in the model has been adjusted, based on management’s best
estimate, for the effects of non-transferability, exeraise restnctions and behavioural considerations.

The weighted average fair value of the options granted under these SAYE grants at the date of grant was £1 41 per option
{27 December 2005 - £1.23) The expense recogrused in respect of relevant SAYE grants in the 52 weeks ended 26 December 2006
was £0 8m (52 weeks ended 27 Decemnber 2005 ~ £1 Tm)
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Share-based payments {continued)
Pre 7 November 2002 schemes

In accordance with the transiion prowsions included in IFRS 2, the Group has not recognised an expense 1n respect of all grants
before 7 Novembier 2002 that were unvested as of 31 December 2003 In the context of the Group's schemes, this includes options
outstanding 1n relation to the EDIP and the 2002 SAYE The EDIP was an incentive arrangerment for Messrs Harding and Singer anstng
out of the flotation of the Group It was structured as a zero cost option 62% of the EDIP arrangement was exercised in the 52 weeks
ended 26 December 2006 The remaiming 400,000 EDIP shares have now vested but have not been exercised by the penod end

26 December 2006 27 December 2005

Weighted average Weighted average

exercise price exercise price

Number £ Number £

Outstanding at beginning of the penod 4,247,399 126 5,880,593 141
Forfeited dunng the peniod (108,858) (1.80} {129,724) {180)
Exercised duning the penod {981,480} (018} {1,503,470) {180)
Qutstanding at the end of the penod 3,157,061 1.57 4,247,399 1.26
Exercisable at the end of the penod 400,000 - 1,294,728 ao2

The weighted average share price at the date of exercise for share options exercised during the period was £6.25 (27 December 2005
- £5 76) The options outstanding at 26 December 2006 had a remaining weighted average contractual life of 1 4 years (27 December
2005 - 2 4 years)

Retirement benefit schemes

The Group operates a number of defined contnbution and defined benefit pension schemes in the United Kingdom The respective
costs of these schemes are as follows

52 weeks ended 52 weeks ended

26 December 27 December

2006 2005

£m £m

Defined contribution scheme (charged to operating profit) 1.3 i

Defined benefit scheme (charged to operating profit) 6.8 61

Defined benefit scheme (charged to other finance costs/investment income) 06 ia
Defined benefit scheme ((credited)/charged to statement of

recognised income and expense) (167) 16

80) 99

Defined contribution scheme

The Group operates a defined contnbution retirement benefit scheme for all ehgible employees The assets of the scheme are held
separately from those of the Group in funds under the cantrol of trustees The Group I1s required to contnbute a specified percentage
of payroll costs to the retrement benefit scheme to fund the benefits The onrly obligation of the Group with respect to the retirement
benefit scheme 15 to make the speafled contnbutions

The 1otal cost charged to income in respect of the scheme represents contnbutions payable 1o this scheme by the Group at rates
specified in the rules of the scheme As at 26 December 2006, contributions of £nil (27 December 2005-£nil) due in respect of the
current reporting penod had not been paid over to the scheme




35. Retirement benefit schemes (continued)
Defined benefit scheme

The Group operates a defined benefit scheme for eligible employees, which is now dosed to new members Under the scherne, the
employess are entitled to retirement benefits varying between 167% and 3 33% of final salary for each year of service on attanment
of a retirement age of 63 No other post-retirement benefits are provided The scheme 15 a funded scheme and the contnbution rate
for future service benefits for 2006 was 19 2% of members’ pensionable pay In addition, dunng 2006 the Group made an additional
contribution of £9 4m as the second annuat payment of a five-year funding plan agreed with the Trustee to remove the funding
defiait disclosed at the Jast formal actuanal valuation at 30 September 2004 This funding plan will be reviewed following the next
formal actuarial valuation, which 1s due as at 30 September 2007

A full actuanal valuation of the scheme was carned out at 30 September 2004 and updated to 26 December 2006 by a qualified
independent actuary The present value of the defined benefit obligation, the related current service cost and past service cost were
measured using the projected unit credit method

The major assumptions used by the actuary were

SIUALLAIEIS [erUeUl dnous 3Y: OF 310N

26 December 27 December

2006 2005

Rate of increase of salanes 4 00% 375%
Rate of increase of pensions 1n payment 3 00% 275%
Discount rate 5 10% 4900%
Inflation rate 300% 275%

The mortality assumption adopted for these calculations reflects an assumed Iife expectancy of 221 years for a male, currently aged
40, from age 63

The assets in the scheme and thesr expected rate of return were as follows

26 December 2006 27 December 2005
Expected Fair Expected Fair
return value return value
% £m % £m
Equities 640 1656 610 1414
Corporate bonds 510 158 490 125
Gilts and cash 440 253 410 180
Total market value of assets 2067 1719
Present value of scheme Labilities {231.8) (2212)
Deficit in scheme {25 1) (493

Analysis of the amount charged to operating profit

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m £m
Current service <ost 61 59
Past service cost 07 03
Total operating charge 68 62
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Retirement benefit schemes (continued)

Analysis of the amount (credited) to investment income/charged 16 finance costs

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m fm
Expected return on pension scheme assets (101} (86)
Interest on pension scheme habilines 107 97
Net cast 06 11
Analysis of the amount recognised in statement of recogrised (income) and expenses
52 weeks ended 52 weeks ended
26 December 27 December
2006 2005
£m fm
Actual return less expected return on pension scheme assets 137) (188)
Expenence gains ansing on the scheme habiities (4.8} 21
Changes in assumptions underlying the present vatue of the scheme 18 225
(167} 16
Movements in the present value of defined benefit obligations in the current period were as follows
26 December 27 December
2006 2005
£m im
At beginning of penod 2212 186.5
Movement in penod
Service cost 61 59
Interest cost 107 97
Contrnibutions from scheme members 12 14
Actuania! gains and losses (30) 203
Benefits paxd 51 (29
Past service cost 07 03
At end of penod 2318 212
Movements in the present value of fair value of scheme assets in the current period were as follows
26 December 27 Becember
2006 2005
£m fm
At beginning of penod 1719 1312
Movement In period
Expected return on scheme assets 101 B6
Actuanial gains and losses 137 188
Contnibutions from the sponsoring companies 149 1438
Contnbutions from scheme members 12 14
Benefits paid (51) (29)
At end of penod 2067 1719




35. Retirement benefit schemes (continued)

36.

by

History of experience gains and losses

52 weeks ended 52 weeks ended
26 December 27 December
2006 2005

Difference between the expected and actual return an scheme assets
Amount (£m) 137 188
% of scherne assets 7% 11%

Expenence gains and losses on scheme labilities

Amount (Em) 4.8 21
% of the present value of the scheme Labilittes 2% 1%

Related party transactions

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not

disclosed in this note Transactions between the Group and its associates are disciosed below

Trading transactions

During the period the Group made purchases of £27 5m (52 weeks ended 27 December 2005 - £23 4m) from Satelite Informaticn
Services Limited, a subsidiary of the Group's associated undertaking, SIS At 26 December 2006 the amount payable to Satellite

Information Services Limsted by the Group was £nil {27 December 2005 - £nil}

Purchases were made at market price The amounts outstanding are unsecured and will be settled in cash No guarantees have been

given or received

Remuneration of key management personnel

The remuneration of the directors, who are the key management personnel of the Group, ts set out below in aggregate for each of the

categories specified in 1AS 24 Related Party Disclosures’

52 weeks ended 52 weeks ended

26 December 27 Decernber

2006 2005

£m £m

Short-term employee benefits {including salanes) 28 12
Post-employment benefits (employer’s contnbution) 01 01
Gther long-term benefits - -
Share-based payment ([FRS 2 charges) 05 05
34 18
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Explanation of transition to IFRS

Thss 15 the first period that the Group has presented its financial information under IFRS The following disclosures are required i the
year of transition under the provisions of IFRS 1 and show the effects of the transition to IFRS on the Groups reported performance

and financial position for the comparative periods and on the date of transiion

The last financial statements prepared under UK GAAP were for the 52 weeks ended 27 Decernber 2005 and the date of transition to

IFRS 15 therefore 29 December 2004
Reconciliation of equity at 29 December 2004

Effects of
transiion
UK GAAP 10 IFRS IFRS
Notes £m im fm
Goodwill h 7362 (2.9) 7333
Cther intangible assets ah - 187 187
Property, plant and equipment a 1190 (148) 1042
Interest In assocate 29 - 29
Deferred tax assets bodyg 59 187 246
Total non-current assets 8640 197 8837
Inventories 03 - 03
Trade and other receivables 154 - 154
Cash and cash equivalents 605 - 605
Total current assets 762 - 76.2
Total assets 9402 197 9599
Trade and other payables def {1069) 391 67 8)
Tax habihties (469) - (469)
Bank overdraft and loans (428) - (498)
Bank loans due after more than one year 447 7) - (447 7)
Retired benefit obligations bg (385) (168) (553)
Deferred tax habilities chl - (161) (161)
Total habilrties (689 8) 62 {683 6}
Net assets 2504 259 2763
Equity
Called-up share caprtal 405 - 405
Share premium account 3113 - 3113
Capital redemption reserve 17 - 17
Merger reserve (26 1} - {261)
Own shares (59 3) - {593)
Hedging and other reserves d - (tr7) (4]
Retained earnings efg, (1727} 276 99
Total equity 2504 259 2763




37. Explanation of transition to IFRS (continued)

Reconciliation of equity at 27 December 2005

Effects of
transition
UK GAAP 1o IFRS IFRS
Notes £fm im ifm
Goodwill fh 11771 (311 4) 8657
Other intangible assets ah - 4670 4670
Property, plant and equipment a 1887 (142} 1745
Interest in associate 34 - 34
Deferred tax assets becdg - 175 175
Total non-current assets 1,369 2 1589 1,5281
Inventones 04 - 04
Trade and other recevables 204 - 204
Cash and cash equivalents 766 - 766
Total current assets 974 - 974
Total assets 14666 1589 16255
Trade and other payables def (1298) 426 (870Q)
Tax liabihties (56.7) - {56 7)
Bank overdraft and loans - - -
Bank loans due after more than one year (1.01617) - (1.0161)
Retred benefit obhigations bg (318) {17 5) {49 3)
Other provisions (7.5) - {75)
Deferred tax habidities cha (50) {1553) (1603)
Total labilities (1,2467) {1302 {1,3769)
Net assets 2199 287 2486
Equity
Called-up share capital 391 - o
Share premium account 3113 - 3113
Capital redemption reserve 31 - k|
Merger reserve (261) - (261)
Own shares {57 5) - (57 5)
Hedging and other reserves d - an a1
Retained earnings efa.l (500 298 (202
Total equity 2199 287 2485
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Notes to the Group Financial Statements

for the 52 weeks ended 26 December 2006

Explanation of transition to IFRS (continued)
Notes to the reconciliation of equity

Software dassification — application software, which can be run independently from any specific hardware configuration, 15 typically
included within other intangibles under IFRS rather than tangible assets as 15 the norm under UK GAAP The effect of this 15 to reclassify
software of £14 2m (29 December 2004 - £14.8m) from tangble assets to intangible assets Total net assets are not affected by this
adjustment

Deferred tax assocrated with pension habilities - under IFRS deferred tax relating to the pension scheme cannot be netted off against
the pension hability as it 1s under UK GAAP This has the effect of increasing the Groups deferred tax asset by £13 6m {23 December
2004 - £16 5m) with a consequent increase in the net pensien lability presented Met assets are not affected by this adjustment

Deferred tax offset — due to more restrictive rules on the ability to offset deferred tax liabilties and assets, the deferred tax labilities
and assets are grassed up by £2.2m (29 December 2004 - £1 3m}

Financial instruments - all denvative instruments are required by IFRS to be carmed on the balance sheet at fair value Under IFRS,
hedge accounting for derwatives 15 only allowed where detailed documentation in accordance with I1AS 39 15 1n place This allows the
movements in fair values of the relevant dernvative instrument {but not the related borrowings) to be recogrused directly in reserves
and therefore not impact eammgs This issue will have no impact on the Group's earnings as acceptable hedge accounting
documentation has been in place since 30 December 2003 However the balance sheet does reflect a financial liability of £1.6m

(29 December 2004 - £2.5m) representng the fair vatue of the relevant denvatives, as well as a related deferred tax asset of £0 5m
(29 December 2004 - £0 8m) offset by corresponding entries in a new *hedging reserve’

Dwidends — under IFRS divdends payable may only be recorded as a hability of the Group when a legal or constructive labihity has
been incurred This 1s likely to be when the dividend proposed by the Board 1s made public on the announcement of the Group's
results Under UK GAAR, dividendss are recorded in the penod to which they relate, even if only proposed after the penod end This has
the effect of increasing the net assets of the Group by the amount of the proposed dividend of £46 1m (29 December 2004 ~ £43 1m)

Holiday pay - 1t is accepted pracuce under IFRS to provide for pay for holidays to which staff are entitted but which they have not yet
taken This has resulted in the recognition of an accrual for holiday pay of £1 9m, £0 4m of which anses from the Stanley acquisition
and therefore affects goodwili calculation (29 December 2004 - £1 5m)

Pensions - a difference anses in the valuation of the pension scheme assets under IFRS, because pension assets must be valued using
bid prices rather than using mid-market prices as 1s the convention under UK GAAP and there are also differences in measunng the
value of life assurance schemes This results in an iIncrease in the pension scheme hability of £3 9m (29 December 2004 - £03m) and a
consequent adjustment to deferred tax assets of £1 2m (29 Decernber 2004 - £0 1m)

Acquisitions - the Group has etected not to apply IFRS 3 ‘Business Combinations’ retrospectively to business combinations that took
place before 30 December 2003 The Group has adopted IFRS 3'Business combinations’in full for all acquisitions that have occurred
after this date This has resulted in the recogrition of additional imtangible fixed assets of £452 8m (29 Decemnber 2004 - £3 9m) and
related deferred tax habilities of £141 0m (29 December 2004 ~ £1 0m} Under UK GAAP the intangible fixed assets would have been
recogrised in goodwill and the deferred tax hability would not have ansen

Deferred tax on properties acquired via business comtunations - under IFRS, a tax trming difference of £12 1m (29 December 2004 -
£13 8m) has been recognised in respect of properties previously acquired via acquisitions




37 Explanation of transition to IFRS (continued)

(a)

&)

{c)

Reconciliation of profit or loss for 52 weeks ended 27 December 2005

Effects of
transition
UK GAAP 10 IFRS IFRS
Notes m im fm
Revenue a 10,7461 (8,940 8) 8053
Cost of sales a (10,114 9) 29408 (174 1)
Gross profit 6312 - 6312
Other operating income 59 - 59
Other operating expenses {421 6) - {421 6}
Share of results of associate b 36 (10) 26
Operating profit 2191 {10} 2181
Investment income b 12 @ AR
Finance costs {(546) - (546)
Profit before tax 1757 11} 1746
Tax c {643) 28 {61 5)
Profit for the period 1114 17 131

Notes to the reconcailiation of profit or loss

Revenue and cost of sales — under IFRS revenue represents gains and losses on betting actwvity for all revenue streams. Thes 15 differenst
from LK GAAP where revenue from Retail, Telephone and Interactive sportsbook (ncluding FOBTs, games on the onhine arcade and
ather numbers bets) represents total amounts wagered by customers The effect of this change 1s to reduce both revenue and cost of
sales by £9,940 8m This has no wmpact on operating profit

Associate profit - under FRS, the share of the associate’s result included in the Group’s operating profit 15 after a charge for interest
and tax These items were shown within the Group’s interest and tax charges under UK GAAP This has the effect of reducing operating
profit by £1 0m, representing interest income of £0 1m and the tax charge of the associate {see (<) below)

Tax charge - the tax charge 15 £2 8m lower under IFRS compared to UK GAAP reflecting a combination of

+  £11m reduction arsing from the different treatment of associate tax highlighted in (b) above, and

- £17m reduction reflecting a deferred tax mavement on properties acquired via business combinations, which are ignered under
UK GAAP but provided for under IFRS

Explanation of material adjustments to the cash flow statement for 2005

There are no significant adjustments between the cash flow statements produced under IFRS as against UK GAAP
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®

Parent Company Independent Auditors’
Report

To the members of William Hill PLC

We have audited the parent company financial statements of Willam Hill PLC for the 52 weeks ended 26 December 2006 which
comprise the parent company balance sheet, parent company statement of accounting policies and the related notes 1 to 15
These parent company financsal statements have been prepared under the accounting policies set out therein

We have reported separately on the Group financial statements of Wilham Hill PLC for the 52 weeks ended 26 December 2006
and on the information In the Directors’ Remuneration Report that s described as having been audited

This report 1s made solely to the Company’s members, as a body, In accordance with section 235 of the Companies Act 1985
Qur audit work has been undertaken so that we might state to the Company’s members those matters we are required to state
to them in an Auditors Report and for no other purpose To the fullest extent permatted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for this report,

or for the opinions we have formed

Respective responsibifities of directors and audstors

The directors’ responsibilities for preparing the Annual Report, the Directors Remuneration Report and the parent company
financial statements in accordance with apphicable law and United Kingdom Accounting Standards (United Kingdom Generatly
Accepted Accounting Practice) are set out (n the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the parent company financial statements and the part of the Directors’Remuneration Report to be
audited (n accordance with relevant lega! and regulatory requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the parent company financial statements give a true and fair view and whether the
parent company financial statements have been properly prepared in accordance with the Companies Act 1985 We alscreport
to you whether in our opinion the Directors’ Report 1s consistent with the parent company financial statements

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all
the informaton and explanations we require for our audit, or iIf information specified by law regarding directors' remuneration
and other transactions 15 not disclosed

We read the other information contained in the Annual Report as described in the contents section and consider whether itis
consistent with the audited parent company financial statements We consider the implications for our report if we become
aware of any apparent misstatements or matenal nconsistencies with the parent company financial statements Qur
responsibilines do not extend to any further information outside the Annual Report

Basis of audit opinion

We conducted our audit Iin accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the parent
company financial statements 1t also includes an assessment of the significant estimates and judgments made by the directors
in the preparation of the parent company financial statements, and of whether the accounting policies are appropriate to the
Company's circumstances, consistently apphed and adequately disclosed

We planned and performed our aud:t so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to gsve reasonable assurance that the parent company financial statements are free
from material misstatement, whether caused by fraud ar other irregulanty or error In forming our opimion we also evaluated the
overall adequacy of the presentation of information tn the parent company financial statements

Opinion

In our opimon

The parent company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Pracuice, of the state of the Company's affasrs as at 26 December 2006,

+ The parent company finangial statements have been properly prepared in accordance with the Companies Act 1985, and

ven in the Directors’ Report is cansistenipith the parent company financial statements

Chartered Accountants and Registered Auditors
London
United Kingdom

-

5 March 2007
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Parent Company Balance Sheet

as at 26 December 2006

26 Decernber 27 December
2006 2005
{restated)
Notes £m fm
|
Fixed assets
Investments 5 38.2 382
38,2 382
Current assets
Debtors amounts falling due within one year [ 1,7949 1,7570
Cash at bank and in hand - -
1,734 9 1,7570
Creditors amounts falling due within one year 7 (172 8) (1627)
Net current assets 1.6221 1,594.3
Total assets lass current liabilities 1,660 3 16325
Creditors ameunts falling due after more than one year 8 (1,140 0} (1.061)
Prowisions for labilittes and charges 10 {40 -
Net assets 5163 6164
Capital and reserves
Called-up share capital 11,12 362 391
Share premium account 12 3 ms3
Capital redemption reserve 12 60 31
Own shares held 12 {46.4) (561}
Hedging reserve 12 94 nn
Profit and loss account 12 199.8 3201
Equity shareholders’ funds 13 516.3 6164

The financial statements were approved by the Board of directors on 5 March 2007 and are signed on ts behalf by

SPLane
Director
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Parent Company Statement of Accounting
Policies

for the 52 weeks ended 26 December 2006

The unconsolidated financial statements for the Company have been prepared in accordance with UK law and applicable UK
GAAP accounting standards A summary of the Company's principal accounting policies, which have been applied consistently
throughout the period and the preceding penod is set out below

Basis of accounting

The financial statements have been prepared under the historical cost conventian and 1n accordance with applicable United
Kingdom acceunting standards and company law

Exemptions

The directors have taken advantage of the exemption available under section 230 of the Companies Act 1985 and not presented
a profit and loss account for the Company alone The Company has also taken advantage of the exemption from preparing a
cash flow statement under the terms of FRS 1°Cash flow statements’ The cash flows of the Company are included in the Willham
Hill PLC Group financial statements The Company 1s also exempt under the terms of FRS 8 ‘Related Parties’from disclosing
related party transactions with entities that are part of the Wilham Hill PLC Group

Changes in accounting policy
The Company has adopted the following standards in these financial statements

» FRS 20'Share-based payment ,

»  FRS 21 ‘Events after the balance sheet date’,
FRS 25 ‘Financial nstruments Disclosure and presentation’, and
FRS 26 Financial Instruments Measurement

The adoption of each of these standards represents a change in accounting policy and the comparative figures have been
restated accordingly Detatls of the effect of the prior year adjustments are given innote 1

Investments

Fixed asset investments are shown at cost less provision, if any, for impasrment

Cost1s measured by reference to the nomunal value only of the shares issued for investments in subsidiaries acquired for
consideration that includes the i1ssue of shares qualifying for merger relief Any prermium s ignored

Tax

Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or recovered) using the
tax rates and laws that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s recognised in respect of all timing differences that have onginated but not reversed at the balance sheet date

where transactions or events that result in an obligation to pay more tax in the future or a night to pay less taxn the future have |
occurred at the balance sheet date Timing differences are differences between the Company's taxable profits and its results as

stated in the financial statements that anse from the inclusion of gains and losses in tax assessments in pertods different from l
those in which they are recognised in the financial statements

A net deferred tax asset s regarded as recoverable and therefore recognised only when, on the basis of all avalable evidence,
it can be regarded as more hkely than not that there will be suitable taxable profits from which the future reversal of the
underlying timing differences can be deducted

Deferred tax 15 not recognised when fixed assets are sold and 1t is more likely than not that the taxable gain will be rolled over,
being charged to tax only if and when the reptacement assets are sotd

Deferred tax s measured at the average tax rates that are expected to apply in the penods in which the timing differences are
expected to reverse, based on tax rates and laws that have been enacted or substantively enacted by the balance sheet date
Deferred tax 1s measured on a non-discounted basis




Foreign exchange

Transactions denominated in foreign currencies are translated into sterling at the rate ruling at the date of the transaction or at
an average rate Monetary assets and habilites denominated n foreign currencies at the balance sheet date are reported at the
rates ruling at that date Translation differences anising are dealt with in the profit and loss account

Finance costs

Finance costs of debr are recognised in the profit and loss account over the term of that debt at a constant rate on the carrying
amount

Debt

Debt s inmtially stated at the amount of the net proceeds after deduction of 1ssue costs The carrying amount 15 reduced by
payments made n the penod Accrued finance costs are included within accruals and deferred income

Denvative financial instruments

Dervative instruments utihsed by the Company are interest rate swaps and collars The Company daes not enter intc speculative
denvative contracts All such instruments are used for hedging purposes to alter the nsk profile of an existing underlying
exposure of the William Hill PLC Group in line with the Group’s nsk management policies Amounts payable or receivable in
respect of interest rate swaps are recognised as adjustments to interest expense over the penod of the contracts

Termination payments made or received are spread over the life of the underlying exposure in cases where the underlying
exposure continues to exist In other cases termination payments are taken to the profit and loss account

Own shares held

Own shares held in treasury and held in employment benefit trusts are included within reserves

Share-based payments

The Company has adopted the requirements of FRS 20 Share-based payment’in these financial statements In accordance with
the transition provisions included in FRS 20, 1ts provisions have been applied to all grants after 7 Novernber 2002 that were
unvested as of 1 January 2005

The Company I1ssues equity-settled share-based payments to certain employees withun the Witham Hill PLC Group and operates a
number of Inland Revenue approved Save As You Earn (SAYE) share option schemes open to all eligible employees within the
william Hill PLC Group, which allow the purchase of shares at a discount The cost to the Group of both of these share-based
payments I1s measured at fair value at the date of grant Farr value is expensed on a straight-line basis over the vesting period,
based on the Group’s estimate of shares that will eventually vest and 1s borne by the employing company within the Group

Fair value 1s measured by use of the Black-Scholes-Merton pricing formula The expected hife used in the model has been
adjusted, based on management’s best estimates, for the effects of non-transferability, exescise restnctions and behavioural
considerations Where relevant, the value of the option has also been adjusted to take into account any market conditions
applicable to the option

Further descriptions of the Group’s share-based payment plans are given in note 34 of the Group financeal statements
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Notes to the Parent Company Financial Statements
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Notes to the Parent Company Financial
Statements

for the 52 weeks ended 26 December 2006

Changes in accounting polictes and restatement of comparatives
The prior year adjustments relate to the implementation of FRS 21, FRS 25 and FRS 26

FRS 21 ‘Events after the balance sheet date’

This standard sets out amended requirements for accounting for events after the balance sheet date Following the introduction of
this standard, dividends may only be recorded as a liabdity of the Company when a legal or constructive liability has been incurred
This 15 ltkely to be when the diwidend proposed by the Board 1s made public on the announcement of the Company’s results
Previously under UK GAAP, dividends were recorded in the penod to which they relate, even if only proposed after the penod end
Thss has the effect of increasing the net assets of the Company by the amount of the propesed dividend at the 27 December 2005
of £461m

FRS 25 ‘Financial instruments Disclosure and presentation’

FRS 25 supersedes FRS 13 and substantally amends FRS 4 Caprtal instruments’ This standard 1s effective for the Company from 28
December 2005 However, as the Group financial statements have been prepared under the IFRS equivalent standard (1AS 32), the
parent company is exempt from the disclosure requirements

FRS 26 ‘Financial instruments Measurement’

FRS 26 applies for periods beginning on or after 1 January 2005 and prescribes new accounting rules relabing to finanaal nstruments
and hedge accounting This standard has been adopted in full in these financial statements and the requirement applied
prospectively from 29 December 2004

FRS 26 requires all dervative instruments to be carned on the balance sheet at fair value and allows the movements in fair values of
the relevant denvative instrurnent (but not the related borrowings) to be recogrised directly in reserves and therefore not impact
earnings The impact of this standard s to reflect a liability in the balance sheet at 27 December 2005 of £1 6m as well as a related
deferred tax asset of £0 5m offset by corresponding entries 1n a new ‘hedging reserve’

Directors’ remuneration and interests

The Cormpany had no employees other than directors during the current or prior penod The Company did not operate any pension
schemes dunng the current or pnor peniod Detalls of directors’ remuneration and other entitlernents which form part of these
financial statements are given in the parts of the Directors’Remuneration Report an pages 22 to 25, which are described as having
been audited

Directors’ interests

The directors had the following interests, including family mterests al} of which were beneficial) in the ordinary shares of William Hill PLC

26 December 27 December
2006 2005
Number Number
Chairman
Charles Scott 85,817 85817
Executive directors
Dawd Harding 50,000 50,000
Tom Singer - 31,286
Simon Lane 1,500 -
Non-executive directors.
David Allvey 13,333 13,333
David Edmonds 5,000 5,000
Barry Gibson 15,556 15,556

Or In the case of Mr Singer, at the date of termination of employment
Mo changes took place in the interests of directors between 26 December 2006 and 5 March 2007

No director had any interest (n shares in any other Group company




5.

6,

Directors’ remuneration and interests {(continued)

Directors’ share options

Details of directors’ share options are provided in the Directors’ Remuneration Report on pages 22 to 25, which are descnbed as

having been audited

Auditors remuneration

In accordance with Statutory Instrument 2005 No.2417 fees payable to Deloitte & Touche LLP and their associates are shown in note 5

of the Group financial statements

Dividends proposed and paid

26 December 27 December 26 December 27 December
2006 2005 2006 2005
Per share Per share £m £m
Equity shares
- current year intenm dvidend paid 7 25p 61p 256 235
~ prior year final dmadend pard 12.2p 110p 453 431
1945p 171p 709 666
Proposed dridend 14.5p 122p 512 461
Further details of dvidends paid are shown 1n note 10 of the Group financial statements
Investments
£m
Cost and net book value
At 28 December 2005 and 26 December 2006 38.2

The principal subsidiaries of the Company, their country of incarporation, ownership of their share caprtal and the nature of therr trade

are shown in note 14 to the Group financial statements

Debtors
26 December 27 December
2006 2005
{restated)
£Em £m
Amounts owed by Group undertakings 1,7804 17560
Financial denvatves (note 9} 144 -
Deferred taxation {note 10) - 05
Prepayments 01 05
1,794 9 1,7570

Amounts faling due after more than one year included above are £ril (27 December 2005 £nil}
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Notes to the Parent Company Financial Statements

9.

Notes to the Parent Company Financial

Statements

for the 52 weeks ended 26 December 2006

Creditors. amounts falling due within one year

26 December 27 December
2006 2005
{restated)
£m fm
Amounts owed to Group undertakings 1556 1456
Other taxation including social secunty - 09
Financial dervatives {note 9) - 16
Accruals and deferred iIncome 172 146
1728 1627
Creditors' amounts falling due after one year
Bank overdrafts and loans
26 December 27 December
2006 2005
£m £m
Bank loans 1,450 10200
The barrowings are repayable as follows
On demand or within one year - -
In the second year - -
In the third to fifth years inclusive 11450 10200
1,1450 1,0200
Less expenses relating to 1oan (50) (39)
1,140 0 10161
Less amount due for settlernent within 12 months
{shown under current labilities) - -
Arnount due for settlement after 12 months 1,1400 1,061

Further details of bank loans are shown in nate 21 of the Group financial siatements

Derivatives and other financial instruments

The Company holds dervatives and other financial instruments on behalf of the William Hill PLC Group. The Operating and Financial
Review provides an explanation of the role that financial instrumenits have had during the penod in creating or changing the nsks that
the Group faces in its activities The explanation summanses the objectives and policies for holding or 1ssuing financial instruments
and similar contracts, and the strategies for achieving those objectives that have been followed dunng the penod

Further details of denvatives are shown in note 22 of the Group financial statements.

The value of net foreign currency monetary assets at 26 December 2006 was £n1l (27 December 2005 £ruf)

Wilharm Hifl PLC Annual Report & Accounts 2006
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10. Provisions for labidities and charges

11

Deferred tax
£m

At 28 December 2005 {as previously stated) -
Prior year adjustment (note 1) 05
As restated 05
Deferred tax on hedging movement 45
At 26 December 2006 (4.0)
All deferred tax anses on far values ascnbed to financial dervatives
Called-up share capital

26 December 2006 27 December 2005

Number of Number of

shares £m shares £m
Authorised - ordinary shares of 10p each 800,000,000 B0Q 800,000,000 800
Called-up, allotted and fully paid - ordinary shares of 10p each
At start of penod 390,738,991 391 404,881,389 405
Shares cancelled {29,107,738) 29 (14,142,398) (14)
At end of penod 361,631,253 36.2 390,738,990 391

The shares were cancelled dunng the peniod as part of the Company’s share buy back programme
Share Options

Opuons have been granted to subscribe for ardinary shares of the Company under vanous share option and award schemes as
shown below

Number of Price

shares under per Exercise

option share penod

Executive Directors' Incentive Plan 400,000 - Between 2003 and 2008
Long Term Incentsve Plan {2003) 125,044 - Between 2006 and 2013
Long Term Incentive Plan {2004) 662843 - Between 2007 and 2014
Operating Bonus 2004 31157 - Between 2008 and 2015
Performance Share Plan (2005) 1,995,529 - Between 2008 and 2015
Performance Share Plan (2006) 1,128,489 Between 2009 and 2016
SAYE 2002 2,757,061 £1.80 Between 2005 and 2010
SAYE 2003 544013 £176 Between 2006 and 2011
SAYE 2004 531,443 £393 Between 2007 and 2012
SAYE 2005 489,742 £457 Between 2008 and 2013
SAYE 2006 962,500 £460 Between 2009 and 2014

Note 34 to the Group financial statements has further information on these schemes, including the valuation models and assumptions
used in formulaung an expense charge i the Consolidated income Statement
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Notes to the Parent Company Financial

Statements

for the 52 weeks ended 26 December 2006

Reserves
Called up Share Capital Own Profit and
share  premium redempuon shares Hedging loss
capital account reserve held reserve actount Total
£m fm fm £m £m m fm
At 28 Decernber 2005 as previously stated 391 3113 31 (56 1) - 2740 5714
Prior year adjustments
FRS 26 (note 1) - - - n - (11
FRS 21 {note 1) - - - - 451 461
At 28 December 2005 (as restated) 391 ms3 31 (561) {t1) 3201 6164
Retained profit for the financial penod - - - - 13723 1373
Shares repurchased and cancelled 29 - 29 - (1784} (1784}
Transfer of own shares to recipients - - - 97 - 83) 14
Change in fair value of denvatives - - - 143 - 143
Transfer to income 1n respect of dervatives - - - Q7 - 07
Deferred tax on derivatives - - - (4 5) - (45)
Dindends pad - - - - {709) (709)
At 26 December 2006 362 na3 60 {36.4} 9.4 1998 516.3

Reconciliation of movements in equity shareholders' funds

26 December 27 December

2006 2005
[restated)

£m £m

Opening equity shareholders’ funds as previously reported 5714 6057

Pnor penod adjustments

FRS 26 (note 1) 11} an
FRS 21 (note 1) 46 1 431
Opening equity sharehalders funds (as restated) 6164 6471
Profit for the finanaial penod 1373 1154
Dindends paid {70.9} (66 6)
Own shares purchased duning penod (178 4} {787}
Change In farr value of denvative 150 {05)
Deferred tax on change in fair value of dervative {4.5) (03}
Movement on reserves due to transfer of own shares to recipients 14 -
Net reduction to equity shareholders’ funds (100 1) {307)
Closing equity shareholders funds 5163 6164




14. Finanaal commitments
The Company had ne capital commtments at 26 December 2006 (27 December 2005 - £nl)

The Company had no commitments under non-cancellable operating leases at 26 December 2006 (27 December 2005 - £nif)

15. Related party transactions

The Company is taking advantage of the exemption granted by paragraph 3(c) of FRS 8 ‘Related Party Disclosures’ not to disclose
transactions with companies within the Wilham Hill PLC Group, which are refated parties
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S year summary

5 year summary

IFRS IFRS UK GAAP' UK GAAP' UK GAAP'
2006 2005 2004 2003 2002
{restated) [restated) {restated)
£im Em £m fra £m
Summarised results
Amounts wagered 13,2359 10,746 1 B,2877 59458 3,3653
Revenue 894.2 8053 N/A N7A N/A
Profit from operations before exceptional items
(including associates) 292.2 2450 2341 2004 1408
Profit from operations after exceptional items
(including associates) 2922 2181 2341 2004 1207
Profit before tax 2354 1746 2074 1695 3t8
Profit for the financial penod 1668 1131 1498 1243 204
Summarised balance sheets,
Assets employed
Non current assets 1,563.5 1,5281 8581 8341 8279
Current assets 1440 974 8 687 620
Current habilities (181.4) {1437) {203 6) (187 1) (1455)
Non-¢current habiliues {1,335 6} {1,2257) {486 2y {398.3) (499.5)
Long term provisions - {7 5) - - -
Net assets 1905 2486 2504 3174 2449
financed by
Equity 1905 2486 2504 3174 2449
Key statistics
+ EBITDA (£m) 3220 2698 2515 227 1588
Basic earnings per share (pre-exceptionals) 45 5p 290p 365p 297p 16 6p
Diuted earnings per share (pre-exceptionals) 44 9p 286p 359 293p 165p
Dividends per share (paid)’ 19 45p 171p 145p 93p 29
Share price — high £6.63 624 £568 £430 £287
Share price ~ low £5.35 £485 £4.20 £193 £196

+ EBITDA represents profit on ordmary activities before finance charges, tax, depreciation and amortisation and excludes exceptional
iterns and imparrment of goodwaill

' The amounts for 2002 to 2004 are stated on the basis of UK GAAP because it 1s not practrcal to restate amounts for pertods prior to
the date of transition to IFRS The pnnapal differences between UK GAAP and IFRS have been discussed in note 37 of the Group
financial statements

! Ddends per share have been presented on a paid basts in line wath IFRS

William Hill PLC Annuzl Report & Accounts 2006

w
e




Glossary

amusement with prize
machines or AWPs

ABB

BAGS

Company
DCMS
FOBTs

Gambling Act

Gamblhing Commission

gross profit tax or GPT

gross win

horse racing levy

LBC
RGA

SIS

sportsbook
Stanley Retal

William Hill or the Group

electronic slot machines into which customers nsert coins to play games of chance, current UK
requiations allow up to two AWPs in each LBO, each of which can pay cash prizes of up to £25

Association of British Bookmakers

Bookmakers Afternoon Greyhound Services Limited, a non profit making company set up by various

bookmakers, induding Willam Hill

William Hifl PLC

Department of Cutture, Media and Sport

fixed odds betting terminals, being self-service terminals situated in LBOs offering fixed odds bets

the legislation which received Royat Ascent in 2005 regarding the modermsation of the laws relating
to betting and gaming within the UK

the Gambling Commussion for Great Britain, the regulatory body for casinos, bingo clubs, gaming

machines, betting, remote gambling and larger lottenes {including all local tottenes but excluding the

National Lottery)

a duty charged by the UK Government of 15% of a bookmaker’s gross win, introduced in October
2001

total customer stakes less customer winnings

a levy attnbutable to bets taken on horse racing and payable to the Horserace Betting Levy Board,
prmanly for purposes of augmenting the prize money avaitable for winning horses and providing
certain racecourse amenities

licensed betting office
Remote Gambling Asscoation

Satellite Information Services (Holdings) Limited or its subsidiary Satelite Information Services
Limited, as the context requires

bets accepted on sporting and other events
the LBOs acquired from Stanley Leisure plc in June 2005

the Company and its subsidiartes, or any of them, as the context may require

fiesso|n
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Sharehoider Information

®  William Hill PLC Annual Report & Accounts 2006

Shareholder Information

Share price

William Hill hsted on the London Stock Exchange on 20 June 2002 and the share price on hsting was 225p Shareholders can access
the current share price at www williamhiliple.co uk

Shop location
To find the shop closest to you go to our shop locator at www willlamhiliptc.co uk

Financial Calendar

Preliminary announcement 05 - March - 2007
Final ex-dwidend date 25 - Apnl - 2007
Record date for final dvidend 27 - Apnl - 2007
AGM 17 - May - 2007
Payment date for final dmdend 05 - June - 2007
Registrar

The registrar of the Company 15 Capita Registrars, Northern House, Woodsome Park, Fenay Bridge, Huddersfield, West Yorkshire, HD8
OLA (www capitaregistrars com) Telephone 0870 162 3100

Please contact Capita for advice regarding any change of name or address, transfer of shares or loss of share certificate Capita wall also
be able to respond to quenes on the number of shares you hold and the payment details for dwvdends

You may give instructions for your dividend to be used to purchase addinonal Wilham Hill Shares Full details of the dividend
reinvestment plan (DRIPY ¢an be found In the Investor Relations section of our corporate website (www willamhillplc.co uk) under
shareholder information and a form of mandate can be found within the downloadable forms sect:on Alternatively contact Capita
Registrars

Potential targeting of shareholders

Qver the last year many companies have become aware that thewr sharehotders have received unsclicited phone calls or
correspandence concerning investment matters These are typically from overseas based ‘brokers’ who target UK shareholders offeang
10 seil them what often turn out to be worthless or lugh risk shares in US or UK investments They can be very persistent and
extremely persuasive and a 2006 survey by the Financial Services Autharity (FSA) has reported that the average amount lost by
snvestors 1s around £20,000 1t1s not just the novice investor that has been duped in this way, many of the vicums had been
successfully investing for several years. Sharehalders are advised to be very wary of any unsolicited advice, offers to buy shares at a
discount or offer of free company reports.

If you receive any unsohicted investment advice it is recommended that you
®  Make sure you get the name of the person and organisation,
@ Check that they are properly authonsed by the FSA before getting involved You can check at www fsa gov uk/register,

@ The FSA also maintans on sts website a st of unauthonsed overseas firms who are targeting, or have targeted, UK investars and
any approach from such organisations should be reported to the FSA so that the list can be kept up to date and any other
appropriate action ¢an be constdered If you deal with an unauthorised firm, you would not be eligible to recerve payment under
the Financial Services Compensation Scherme The FSA can be contacted by completing an online form at
www fsa gov uk/pages/doing/regulated/iaw/alerts/overseas shtml, and

@ Inform our registrar’s compliance department on 020 8639 2041 or email compliance@capitaregisirars com

More detalled information on this or similar actity can be found on the FSA website www fsa gov uk/consumer/




Online Channels

wilhamhill co uk
williamhillcasino com
wilhlamhillpoker com
wilhamhuillskill com
willamhillgames com
wilhamhillbingo com
mobile willhill com

Telephone Channels
Debit 0800 44 40 40
Credit 0B0OO 289 892

Retail Channel
Over 2,200 shops
Corporate Website

williamhillplc co uk




