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Introduction

It's a challenging time for gambling,
but also an exciting one. William Hill
s a trusted brand and this gives us
a strong platform to make the most
of opportunities before us.

As market conditions change, we
respond and our focus on three key
areas will drive sustainable results.

Our purpose is to provide a great gambling
experience while ensuring nobody is harmed RUasemonss

HARMED

by gambling. BY GAMBLING

See Q&A with our CEOand CFO p10
Also see the Sustainability Report for more on Nobody Harmed p 36



Driving digital growth in
the UK and internationally

Remodelling
UK Retail

Growing a business
of scale in the US
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Chairman’s statement

y / 4

These are challenging and

exciting times for both the Group
and gambling more broadly, and
we are responding with focus

and ambition.
Roger Devlin Chairman

V / 4

Doing the right
thing to succeed

| am pleased to present to you
my first report as Chairman
of William Hill, having taken
on the role in April 2018.

Overview

The last year has been dominated by

two major regulatory decisions that gave
us clarity on the operating environment

in our two principal markets: the UK and
the US. In May 2018, the UK Government
announced the outcome of the Triennial
Review and decided to reduce the
maximum stake on B2 gaming products
in betting shops to £2; this will be
implemented in April 2019 and, in our view,
will result in a structural reshaping of the
UK licensed betting office (LBO) market.
In the same week, the Supreme Court of
the US overturned the 25-year-old federal
ban on sports betting, opening the door
for multiple states to regulate.

Our management team had anticipated
these changes and moved quickly to
respond. In November, we outlined this new
strategy with clear growth goals reflecting
the opportunities and challenges, and the
different stages of evolution of each of our
three divisions: Online, Retail and US.

Our ambition is to build William Hill over
time into a more diversified and digitally
led business, and our aspiration is to double
profitability from 2018 levels by 2023,

in spite of those profits declining in 2019 as
we remodel Retail and invest in the US.

The sale of William Hill Australia in April
2018 was a difficult decision but the right
one as it both increased focus on our three
core businesses and strengthened our
balance sheet. Overseas growth remains

a central tenet of our strategy and, in
January 2019, we acquired Mr Green & co
AB (Mr Green), a fast-growing digital gaming
business with a diversified international
footprint and a proven track record of
expanding into new markets.

During the year, we also undertook

a sustainability review and addressed
concerns raised by the UK Gambling
Commission. We agreed a £6.2m regulatory
settlement in February, where former
policies were deemed insufficient to ensure
regulatory compliance. We recognise there
are real public concerns about gambling
and gambling-related harm, and we are
responding by driving cultural change in the
business and committing to a far-reaching
and long-term ambition that nobody is
harmed by gambling.

el ot
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Performance overview

Performance in 2018 reflects the very
different market and regulatory conditions
being addressed by our three divisions,
with Online adjusted operating profit’
slightly down, Retail declining and the US
both growing and investing. Group net
revenue’? was up 2% and adjusted operating
profit was down 15%.The transformation
programme continued to deliver both
revenue and cost benefits and improved
our digital capabilities. The programme is
expected to complete in 2019.

In Online, we continue to deliver good
growth in actives and new accounts as

we broaden our customer base with more
mass market customers. However, adverse
regulatory and tax changes impacted

2018 and are expected to impact 2019
performance, mitigating a trend of positive
underlying growth.

Retail continues to be affected by tough
high street conditions, contributing to
revenue and profit declines. We recognised
an exceptional £882.8m non-cash
impairment of the business as we anticipate
reduced future cash flows following the

UK Government's decision to reduce
maximum gaming stakes.

(02  Wwilliam Hill PLC Annual Report and Accounts 2018



Inthe US, our existing business in Nevada
delivered another very strong performance,
benefiting from mobile-driven growth and
positive sports results. Following regulation,
which is on a state-by-state basis,

we moved quickly to expand in six further
states by the period end, including taking
the first bets in Rhode Island, West Virginia,
Delaware, New Jersey and Pennsylvania.

We have secured access to 17 states so far,
principally through a strategic partnership,
completed in January 2019, with Eldorado

Resorts, Inc., one of the US's leading multi-
state casino operators.

This is an exciting time for the Group and we
are investing to capitalise on our position as
the leading sports betting operator in the US,
having been established in Nevada since 2012.

Overall, Group earnings per share (EPS)
was a loss of 83.6p. Excluding exceptional
items of £922.1m, principally relating to the
Retail impairment, basic, adjusted EPS®
was 20.6p, down 21%.

The Board committed to pay the 2018
full-year dividend from underlying earnings
excluding US Expansion. Therefore, the
Board has decided to pay a final dividend
of 774p per share, giving a full-year dividend
of 12.0p per share, equivalent to 50% of
those earnings.

The Board recognises the importance

of the dividend alongside investment in
long-term growth and driving substantial
shareholder value. Moving forward,

now that our US ambitions are clearer,

Performance highlights

Y £1600 48360

Net revenue Basic loss per share

+2%

we believe it appropriate that dividends are
paid out of true underlying earnings and,
as such, US Expansion costs will be included
in the calculation of underlying earnings
from fiscal year 2019 onwards. However,
reflective of the Board's confidence in the
Group's strategy, strong capital position
and future cash generation prospects,

the Board has committed to underpin the
annual dividend to be not less than 8p per
share until such time as the earnings come
back in line with the payout policy.

The investment behind our strategy is
supported by a strong balance sheet,
with net debt to EBITDA* of 1.0 times at
1January 2019.

Outlook

2018 was a pivotal year for William Hill.
Regulation is a fact of life for our business,
presenting us with ups and downs. We have
to prepare where we can, respond when we
have to and ground our decisions in doing
what is right for the customer to ensure

the William Hill business is sustainable

for the long term.

As we enter 2019, we have not only
regulatory clarity but also stable leadership,
passionate people, a clear strategy and a
robust balance sheet to support investment
in the improvements we need to make

and the growth potential we plan to deliver.
We are continuing to monitor developments
around the UK's withdrawal from the
European Union and currently consider

that ‘Brexit’is likely to have a limited impact
on the William Hill business.

-£068/9m

I have a number of people to thank. First,
my colleagues on the Board for their ongoing
commitment and for their support during my
first year as Chair. Second — and on behalf of
the entire Board — Gareth Davis, who stepped
down after nearly eight years as Chairman
in April 2018 having seen the Group through
some difficult times. We wish him all the very
best. Third, to the members of the Board
who stood down or retired from the Board
this year — Sir Roy Gardner, Imelda Walsh
and John O'Reilly - and David Lowden who
will step down from the Board on 4 March
2019. I am pleased that Mark Brooker and
Georgina Harvey have taken over the roles

of the Senior Independent Director (SID) and
the Chair of the Remuneration Committee
respectively, and that Robin Terrell will

take up Chairmanship of the Audit and

Risk Management Committee from David.
We also welcome Gordon Wilson, who
joined the Board as a Non-executive
Director in January 2019. The work of the
Board and its Committees in 2018 is further
explained in the corporate governance report
on pages 66 to 76.

Finally, the Board and | would like to

record our thanks to all our William Hill
colleagues, especially those who have
endured considerable uncertainty as

a consequence of regulatory developments.
All our teams have stayed focused and
positive in the face of significant change
this year, and continue to deliver a great
experience to all our customers, every day.

Roger Devlin
Chairman

Loss before interest and tax

Adjusted operating profit
-15%

N

financial statements.

These numbers are presented over a 53-week period and on a continuing operations basis.

We incurred a statutory loss due to an £882.8m impairment to our Retail business.
Adjusted operating profit is defined as profit before interest and tax, excluding exceptional
items and other defined adjustments. Further detail on exceptional items and adjusted
measures is provided in note 3 to the financial statements.

Net revenue is an industry term equivalent to revenue as defined in the notes to the

-21%

Dividend per share
-9%

financial statements.

Basic, adjusted earnings per share

3 Adjusted EPS is calculated using adjusted profit after tax and in evaluating performance for
dividend policy purposes. Further detail on adjusted measures is provided in note 3 to the

The calculation of EPS measures is shown in note 11 to the financial statements

4 Net debt for covenant purposes and EBITDA for covenant purposes are non-statutory

measures used to assess compliance with our debt covenants. These are explained further
in note 24 to the financial statements.

This performance metric is linked to Directors’ remuneration (see page 87 onwards)
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Overview of our business

Our business

Group at a glance' Online

Group facts Our Online business
has been around since

8 5 1998 when we launched

www.williambhill.com.

2018 Group net revenue by market?

years of heritage

c15,500

employees

B UK 86% M US 8

[JItalyand Spain 4% [ Other /
countries where we

have a presence

> £ 8 b Z Retail

William Hill is one of the
most recognisable names

2018 Group net revenue by division?

processed in sporting wagers

on the UK high street,
Our values . .
having taken bets in LBOs
w* Eyes on the customer since 1966.
Give adamn
Own it
M Online 39% M WillamHillUS 5% Orfheea e Sk
(] Retail 56%
“It'll do” will never do
2018 Group adjusted operating profit
by division?®
William Hill US”

William Hill US was created
in June 2012 by acquiring and
merging three small sports
book operators under the

H Online £130.2m . .
[ Retail £150.3m William Hill brand.
W US Existing £32.6m
[l US Expansion £(33.2m
M Corporate costs and other £(46.3)m

1 Asof1January 2019, prior to the acquisition of Mr Green.
2 Netrevenue is an industry term equivalent to revenue as defined in the notes to the financial statements.
3 Adjusted operating profit is defined as profit before interest and tax, excluding exceptional items and other
defined adjustments. Further detail on exceptional items and adjusted measures is provided in note 3 to the
financial statements. * William Hill US is comprised of ‘'US Existing’ and ‘US Expansion’.
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3 million

active Online
customers
worldwide

2,300

shops in UK

32%

market share
by revenue
in Nevada

Since then, we have made significant
advances to bring customers a vast
and engaging product range, tailor
the customer experience and invest
in our brand.

We are now one of the leading

online betting and gaming companies,
employing c15,500 people in eight
countries. This does not include additional
employees from Mr Green, who will drive
international expansion from Malta

and increase the number of countries
that we operate in to 12.

As at 1January 2019, we have ¢2,300 of
the 8,500 shops in the market,' although
this will reduce following implementation
of the Triennial Review decision with up to
900 shops becoming at risk of closure.

We offer sports betting on football,
horseracing and other sports as well

as gaming on machines. Customers
can place a sports bet over-the-counter
(OTC) or via our innovative, proprietary
self-service betting terminals (SSBTs).

1 UK Gambling Commission Industry Statistics,
April 2017 to March 2018, published November 2018

We are the largest operator of land-based
sports betting shops (sports books) in
Nevada. We run sports books in 109 out
of 191 casinos in Nevada, equating to 57%
market share by number of sports books
and 32% by revenue.

In Nevada, 52% of our revenues come
from customers who bet with us through
our mobile app. Since William Hill US

was established we have also been the
exclusive bookmaker for the State of
Delaware's sports lottery.

Around three million customers gambled
with Online in 2018, principally in the UK,
[taly and Spain.

Our customers have access to more

than a million betting opportunities every
week. This includes in-play and pre-match
sports betting, plus a wide range of
gaming products.

Our customers can bet with us wherever
and whenever they want, enhancing

the fun of watching a match or enjoying
the thrill of gaming.

Having successfully completed the
roll-out of our own SSBTs in 2017,

we now have at least one in every shop.
And for the customers who love their
shop as much as online, we offer a great
omni-channel experience including

Plus Cards that offer Retail customers
many of the benefits of the online
experience.

With the US opening up for sports betting
this year, we have been able to leverage
our existing US presence to move quickly,
and we launched or expanded sports
betting in six states in 2018. It is our goal
to be operational in every state that
regulates and we expect this number

to grow significantly over the next two
years as more states move to legalise
sports betting.

William Hill PLC Annual Report and Accounts 2018
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CEQ's statement

V / 4

The first half of 2018 was an important period
for William Hill and the wider sector. Long-
awaited regulatory changes in our major markets
substantially clarified our operating environment.

In addition, we completed a sustainability review Con 1p 4 I SS I ON
and addressed concerns raised by regulators.
Philip Bowcock Chief Executive Officer Settlement with the UK

oy Gambling Commission

William Hill Online entered into
a £6.2m regulatory settlement with
the UK Gambling Commission relating
to a number of cases where our former
policies had failed to ensure we were

L]
Rev I ew fully compliant with regulations.

of the year

CMA investigation into Sale of William Hill Australia

gambling sector practices ) o
Following a strategic review of our

In 2017, the Competition & Markets Authority Australia business, we announced the
(CMA) conducted an investigation into sale of William Hill Australia to CrownBet
some of the gambling sector’s practices for A$313.7m.

relating to promotions, terms and conditions,
and sign-up bonuses. We agreed a set of
undertakings with the CMA on our marketing
communications and product journey, and
implemented these in February.

Australia’s profitability was coming under
increased pressure following the introduction
of a credit betting ban and the introduction
by states of a point-of-consumption tax
was anticipated.

Nobody Harmed

On 16 July — founder Mr William Hill's
birthday — we published a bold and
long-term ambition that nobody is
harmed by gambling. CEO Philip Bowcock
reflected: “We must recognise the hidden
side of gambling and get much better
at helping our customers stay safe, in shops
and online, in the UK and around the world.”

Read more at: www.williamhillplc.com/
nobodyharmed

Our new global Partnership with Mr Green acquisition
brand ambassador Eldorado Resorts
International expansion is a central
In August, we welcomed Anthony On 5 September, we announced pillar of our strategy, diversifying
Joshua as our new William Hill a nationwide partnership between the Group from its traditional UK
global brand ambassador. William Hill US and Eldorado Resorts, base where the market is maturing
The British sporting icon will Inc., adigital and land-based sports and growth is slowing.
feature in integrated advertising betting and online gaming company To accelerate this, we announced
campaigns as well as social media in the US. This completed in January 2019. on 31 October a recommended
and PR activities. Following the US Supreme Court cash offer to acquire Mr Green & Co
decision in May and with licences largely for SEK 2,819m (c£242m). This deal

being awarded to established land-based completed in January 2019.
operations like casinos and race tracks, &
gaining access to the new markets is key. ‘

William Hill PLC Annual Report and Accounts 2018



First legal sports bet
in New Jersey

On 14 June, William Hill US took the
first legal sports bet in New Jersey from
Governor Phil Murphy who placed his bets
at William Hill's Race and Sports Bar at
Monmouth Park Racetrack, backing Germany
to win the 2018 World Cup and the New Jersey

Modaidigayens
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PASPA overturned Devils to win the 2018-19 Stanley Cup. 2
=]
On 14 May, the first of two major regulatory P §
decisions landed when the US Supreme Court e oo ®
struck down the 25-year-old Professional and
Amateur Sports Protection Act (PASPA).
In overturning PASPA, the Supreme Court
opened the door for sports betting to be
regulated on a state-by-state basis. n
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On 17 May, the UK Government announced
the outcome of the Triennial Review
into gaming machine stakes and prizes.
Its principal decision was to reduce the
maximum stake on B2 gaming products
to £2. This resulted in an £882.8m
impairment to the Retail business.

The William Hill Arms

The William Hill Arms in London —
temporary proprietor, Mr P. Bowcock
—was the place to watch the England
games. We welcomed 1,679 fans
through the door, former players with
more than 190 England caps and the
only England manager with a 100% record.

14 June-15 July

FIFA World Cup

As ever, the FIFA World Cup created
a lot of excitement and opportunities
to engage with customers, ever hopeful
that #itscominghome.

Our new strategy

On 6 November, we published our new strategy,
showing how we were responding quickly to the
challenges and opportunities resulting from recent

Launching early with our innovative
Scratch of the Day offer and Perfect Hat Trick
coupon, we had market-leading awareness

regulatory changes. The Group's ambition is to double

its profits between 2018 and 2023. A Capital Markets ~

A7

Day featured presentations on strategy and financial ~ / gz
Iy

on day one of the tournament. guidance, the US, Online, Retail and sustainability.

Responsible Gambling Week

As part of Responsible Gambling Week,
held from 1to 7 November, more than 100
people passionate about addressing problem
gambling gathered in London for our first
Nobody Harmed crowdsourcing event.

September/October November

Go One Better Awards

The Go One Better Awards are an annual

celebration of our colleagues’ success, which ‘ \

was rebranded for the first time this yearin line
with our values. Over 4,000 nominations were
received, from both our people and our customers.
Our winners were crowned at events held across Y / 4 =
the Group in Gibraltar, Krakow, Sofia, Manila and
Ayr Racecourse in the UK.

With clarity from these regulatory changes,
we moved quickly to define the ambition,
strategy and priorities for the Group, which we
laid out at a Capital Markets Day in November.
We also launched a bold, long-term ambition
that nobody is harmed by gambling.

Philip Bowcock Chief Executive Officer
y / 4
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CEQ's statement continued

y / 4

Our ambition is to build a digitally led
and internationally diverse gambling
business. With more markets opening
up to online gambling, we can leverage
the heritage of the respected William Hill
brand to take a leading position on the

gambling world stage.
Philip Bowcock Chief Executive Officer

y / 4

Strategy

update

Overview

2018 was a significant year
for William Hill and the wider
sector, with long-awaited
regulatory changes in the
UK and the US substantially
changing our operating
environment.

We faced into these
transformative changes
and responded fast,
communicating our new
strategy in November 2018.

We have outlined ambitious growth targets
that take account of both near-term
challenges and longer-term opportunities
ahead for each of our divisions.

Our three divisions' strategies reflect the
different life stages of these businesses.
The Online business is well-established

in the UK and looking to expand into
faster-growing international markets. The
US is a large start-up business capitalising
on a potentially massive new market
opportunity, supported by a profitable
Nevada business with a strong track record.
Retail operates in a mature market that will
be meaningfully reshaped by the regulatory
changes coming through in April 2019.

Their strategies are underpinned by our
Group ambition that nobody is harmed

by gambling and we will continue to evolve
our culture by building on the passion

and commitment that is always so evident
in William Hill people.

As a result, we will meaningfully reshape
William Hill over the coming years, moving
from a business that is predominantly UK-
centric and land-based to being digitally led,
internationally diverse and sustainable for
the long term.

Driving digital growth in the UK
and internationally

Our ambition for Online is to build the
world’s most trusted digital gambling
brand and a business with greater scale,
more geographic diversity and higher
profit margins.

The UK remains our largest market, in
which we will deliver an engaging and safe
customer experience enabling us to grow
sustainably ahead of market growth rates
and gain market share.

We will also look to accelerate Online's
revenue growth rates by diversifying into
faster-growing international markets beyond
the UK and the US, and in January 2019

we completed the offer to acquire Mr Green
as part of this.

Overall, our target is to grow Online
revenues (outside the US) to reach c£1bn
(inconstant currency) by 2023, representing
a Compound Annual Growth Rate (CAGR)
of c10%, and by increasing operational
efficiency to double profits by 2023,
representing a CAGR of c13%.

08  william Hill PLC Annual Report and Accounts 2018



Our three strategic priorities

Our strategy is focused around three priorities, underpinned
by our Nobody Harmed ambition.

D Driving digital growth in the
UK and internationally
. . see p24

g Remodelling UK Retall

. . . seep30
BE Growing a business of scale in the US
OUR AMBITION IS Our purpose is to provide a great gambling
HRESEE experience, while ensuring nobody is harmed
BY GAMBLING

by gambling

Growing a business of scale
in the US

In May 2018, the Supreme Court of the US
overturned PASPA 1992, which had banned
states from regulating sports betting. With
this prohibition removed, the market is
opening up across many states.

Market estimates suggest that the US could
generate between c$5bn' and ¢$19bn? of
sports betting revenues by 2023, depending
on the speed and nature of state-by-state
regulation. This is a major new market
opportunity and one that we believe we

are very well placed to pursue as the US's
leading sports betting company.

William Hill US already benefits from being
supported by a successful and profitable
Nevada operation. With this foundation

in place, our goal is to be the market leader
inthe US and we intend to enter every state
that regulates sports betting with mobile
and/or land-based operations depending
upon each state’s regulations. Our strategy
is focused on market access, brand and
operational excellence. We moved quickly
and have already secured access to

17 states, principally through a strategic
partnership with Eldorado Resorts, Inc.,
which now owns 20% of William Hill US.

1 H2GC.
2 Oxford Economics.

Where regulations and partnerships allow,
we will lead with the William Hill brand,
and will use ‘powered by William Hill’

as a secondary brand approach.

Our ambition is to grow William Hill US's
EBITDA? from $46.4m from the US Existing
business in 2018 to c$300m from the

US Existing and US Expansion business
in 2023. We expect our operations in

new retail and tethered mobile states
(those states where account opening and
payments are tied to licensed land-based
betting premises) to become profitable
within their first one to two years, helping
to support investment across the US

in brand, marketing and technology.

Open mobile markets (states where sports
betting account opening and payments can
be managed remotely, as it is in the UK),
which require greater investment in building
brand profile, will likely achieve profitability
over a longer timeframe.

We are investing in a new proprietary
William Hill US technology platform

using proven components from inside the
Group and from NeoGames. This modern,
modular platform is designed to meet the
flexibility needed for this market and to give
us the best technology in the US market
during 2019.

Remodelling UK Retail

Our Retail business is focused on
addressing the challenges laid down

by the Triennial Review decision, which
will drive substantial structural change
across the LBO sector over the coming
years. Our response includes product
innovation to offer alternatives to B2
gaming, as well as remodelling the estate
and the business. The implementation
date of the Triennial Review decision

is April 2019.

As previously announced, we expect

this change to reduce Retail’'s annual
profitability by c£70-100m following
mitigation measures, including c£15m

of central cost reductions. Retail's 2019
profits are likely to reduce to c£50-70m
as mitigating actions will primarily benefit
H2 2019 onwards. Exceptional cash costs
of remodelling Retail are expected to

be c£40-60m, predominantly relating
to shop closures, and it will be necessary
to restructure other parts of the Group
as well given the scale of this change.

Philip Bowcock
Chief Executive Officer

3 Net debt for covenant purposes and EBITDA for covenant purposes are non-statutory measures used to assess compliance with our debt covenants. These are explained further in note 24

to the financial statements
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In conversation: Philip Bowcock, CEO and Ruth Prior, CFO

Q&A: Responding

to change

Are you happy with the
2018 performance?

Philip Bowcock Underlying
performance was good in terms of
Online seeing strong growth in actives
and new accounts and the US Existing
business having a record year but Retail,
like many UK high street businesses,

is having a tough time. Beyond that,
Online introduced enhanced customer
due diligence processes this year that
reduced profitability by £17m and will
have a similar additional impact in 2019,
and the new US Expansion business
recorded a loss — without those
elements we would have grown profit
by 4% year-on-year. The big EPS loss
principally relates to the impairment

of Retail after the UK Government
decided to change B2 stake limits on
gaming machines.

What has been the
biggest challenge this year?

Ruth Prior Dealing with uncertainty.
Waiting for two big regulatory decisions
to land wasn't easy but the teams
stayed focused and positive throughout.
Regulatory change is a fact of life for

us and we have to focus on what we
can affect, not worry about what we
can't. Once we had clarity, we were able
to move fast to define a new strategy
and communicate that internally

and externally.

How are you keeping your
people motivated during

a period of change?

Philip Bowcock There's no doubt the last
year has been tough for our colleagues
given the level of uncertainty. But now we
have clarity from a regulatory perspective
and we've been able to give our teams not
only a clear strategy but also a powerful
ambition — in terms of both growing our
profits and protecting our customers.
We've actually seen our employee net
promoter score increase in 2018 — which
speaks to the resilience, passion and
determination of our people and teams.

Do you foresee more
change in the marketplace?

Philip Bowcock Always, whether that's
regulatory change or changing consumer
preferences or disruptive technological
innovations. That's what presents us
with opportunities. More customers are
adopting online gambling — though that's

still only 12% of the global gambling spend.

More countries are regulating online
gambling — though there are still only c20
that have regulated so far. Both trends
say there's a lot more to go for, which is
why we're focusing William Hill on digital
and international expansion.

Where does the biggest
opportunity lie?

Ruth Prior Long term, in the US. That's a
greenfield market with wall-to-wall sports,
a great betting culture and only one
sports betting incumbent — William Hill.
Near term, our own biggest value driver

is Online. Over the next five years, our
goal is to double profits in Online, making
it our largest division.

What has been the
biggest impact from all the
regulatory change?

Philip Bowcock There's no doubt
implementing the Triennial Review is going
to change the face of betting on the high
street. We're expecting Retail's profit

to reduce by c£70-100m, and almost 40%
of our shops could become loss-making.
As a Group, we have to think about

2019 as a transition year for William Hill
because we'll have to remodel Retail and
also right-size other parts of the business
— at the same time as investing to rebuild
our business through the digital and
international opportunities.

Nobody Harmed is a bold
ambition, is it realistic?

Ruth Prior This is a big and bold response
to something that is a big — and often
hidden —issue. One that affects not
just gamblers but their family, friends
and communities. It's an ambition that
says 'this is how we would like the world
to be'. That recognises we're part of an
integrated and joined-up response to an
incredibly complex issue. And it reflects
a long-term commitment that starts
with every small change we make today.

What is going to drive
future performance?

Philip Bowcock \We've set ourselves

the ambition of doubling 2018 Group
profits by 2023. That's ambitious but very
achievable if we drive the kind of growth
we expect from Online and the US market
opens up as expected. The William Hill

of 2023 will look very different. It will

be predominantly digital and it will be
geographically much more diverse. Both
drive more highly valued revenues and
profits, and both will help to make the
business much more sustainable

over the long term.

William Hill PLC Annual Report and Accounts 2018
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We've set ourselves the goal

of doubling Group profits by 2023.
That's ambitious but very achievable
if we drive the kind of growth we
expect from Online and the US.

Philip Bowcock Chief Executive Officer

y / 4

y / 4

Nobody Harmed is a bold response to
something that is a big issue. It reflects
a long-term commitment that starts with
every small change we make today.

Ruth Prior Chief Financial Officer

y / 4
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Marketplace

Key trends in our industry

Increasing regulation

Almost every country
around the world already
has land-based gambling
legislation in place.

Governments are now
responding to customer
demand for digital by
introducing online regulations,
providing the industry

with both challenges and
opportunities.

B2 gaming product
stakes are to be limited to
£2 in betting shops

Customer expectations

The wider migration

to online is so widespread
beyond the sector and
across the world that
consumers have become
accustomed to enjoying a
seamless online experience
in all areas of their lives.

This means that our
customers' expectations are
not just set by those within our
industry, but are influenced by
some of the most successful
and pervasive tech companies
in the world, like Amazon

and Facebook.

In the US there has been a
recognition that a prohibition
on sports betting is no longer
constitutional or effective

at stopping such betting and
a huge new legal market is
opening up with a diversity
of new regulation on a state-
by-state basis.

Other markets such as the
UK, Italy and Australia have
seen regulatory tightening
with greater restrictions being
introduced, most recently
with the decision to limit
stakes on B2 gaming products
in betting shops to £2.

Consumers expect to be
able to easily search for what
they want on mobile devices
and reach the content they
want straight away and

with the same ease, whether
they are on social media

or a betting app.

Migration to digital

Today, only 12% of total
worldwide gambling
happens online'. However,
the continued shift by
customers from retail
channels towards online
and mobile is unmistakable.

Across different sectors and
in virtually all countries there
is a migration to digital taking
place. Operators must adapt
to this if they are to thrive.

Competitors in the digital
betting market include
traditional land-based
companies who have moved
online and companies that
began life online.

National and sometimes
state markets vary significantly
in terms of whether digital

is permitted and if so how

itis regulated, but the trend

is towards greater acceptance
of digital and greater regulation.

1 H2GC

Data-driven personalisation

The effective utilisation of

data is key for personalisation

that enables customers

to only get offers they

want and to enjoy an online
experience that is specifically
designed for them.

Y
*

Bet on the markets
everyone is talking about

Tailoring the customer
experience to each individual
through data profiling makes
it possible to make bespoke
offers and personalised
marketing.

The effective use of data is
crucial if gambling companies
are to stay relevant in an ever
more competitive environment
where consumers expect
online offerings to adapt

to their preferences.

12 William Hill PLC Annual Report and Accounts 2018



Protection of personal data

As technological
capabilities for the use

of data have become
increasingly sophisticated,
people have increasingly
demanded assurances
from companies that they
will properly safeguard
these data and use them
in aresponsible way.

Data of over 3 million
customers protected

Internationalisation

The biggest players in today’s
industry have an increasingly
international focus.

This is a response to the
growing importance of
scale in the industry, as well
as aresult of the dynamic
regulatory environment.

William Hill operations

This has been reflected in
the General Data Protection
Regulation (GDPR) brought
into law in the UK in 2018.

Companies across many
sectors of the economy
have historically often failed
to meet customers' and
regulators’ expectations.

This is anissue that transcends
our industry, but it is clear that
only companies that protect
personal data, reassure
consumers and win their

trust will succeed.

An internationally diversified
business spreads regulatory
risk, can be best placed

to capitalise on opportunities
presented by new markets
and enables the cost of
common capabilities to

be shared across operations,
thereby reducing the costs
of operating in each one.

We have a presence in eight countries

and take revenues in over 100

Customer protection

Itis in everybody's interest
for gambling companies

to meet and exceed the
expectations placed upon
them by society.

There are general measures
that all good corporate
citizens need to take, such

as complying fully with GDPR
data protection requirements.

OUR AMBITION IS

NOBODY

HARMED
BY GAMBLING

Consolidation

There has been substantial
consolidation across the
industry in recent years,
particularly in the UK.

However there was no new
consolidation of major UK
betting industry participants
in 2018 as the focus was more
on regulatory change.

See detailed market analysis by business area

in the divisional overview.

Others are industry-specific,
including more sophisticated
ways to determine whether
a customer may be at risk

of gambling-related harm.

In both cases customers
need to believe that a
company is behaving in an
ethical and responsible way
or they can easily take their
business elsewhere.

Last year much M&A

was focused on businesses
seeking to build capability

to capitalise on the sports
betting opportunity in

the US and to internationally
diversify businesses.

This contrasted with M&A

in previous years, much of
which aimed for value creation
through UK consolidation

and opportunities for cost
synergies.

c£242m offer to
acquire Mr Green

William Hill PLC Annual Report and Accounts 2018
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Our business model

How we create value

Operational excellence The customer experience

People

QOur people are passionate about William Hill. We provide customers the choice

Our continuous improvement culture encourages of betting in a shop environment,
them to keep their eyes on the customer to SSBTs, online via traditional devices
deliver an exciting experience while ensuring or increasingly mobile apps. By offering
nobody is harmed by gambling. As we evolve a variety of channels we enable our
into an increasingly digital and international customers to bet whenever, wherever
business, we are tapping into talent pools and however they want.

in different locations and are investing to create
work environments that appeal to and meet
the needs of our diverse colleague population.

see p 42

Brand and reputation

Over 85 years, our brand has grown to

become one of the most trusted and most
recognised in gambling, supported by our

long track record, our UK high street presence
and investments in marketing. We are careful
to manage the reputation that comes with this
heritage brand and with being a market leader
in the UK, which is often looked to globally as
one of the most respected regulated gambling
markets in the world. OUR AMBITION IS

seep21

BY GAMBLING

Intellectual property

Our business calls for highly specialised skills,
from trading and risk management to product
development, data management, digital
marketing and regulatory compliance. We invest
in technology and people to build and maintain
a wide range of capabilities across the business,
and where appropriate we have built proprietary
and bespoke technology systems to support
competitive differentiation and a great

customer experience.

seep 43
Partnerships
Where it is more efficient to tap into capabilities
developed by third parties, we establish Customers primarily come to us for Our brand is highly recognised and
long-term partnerships that complement our sports betting where we offer a price trusted. We strive to complement this
in-house expertise. We have built a network of for different outcomes which has a with strong customer relationships, built
specialised partners within the gambling industry profit margin built in. Gaming extends through excellent customer service in
and beyond, such as suppliers of pictures and the opportunity for customers to our shops, a seamless digital experience
data feeds, marketing platforms and gaming enjoy our products, with more regular and increasingly targeted marketing
product developers. opportunities to play and more stable and sponsorships.

see p56 but lower margin outcomes.

Financial capital

We fund our investments in people, product,
marketing and technology from cash generated
from our own operations and, where necessary,
from external providers of capital. These are,
principally, banks for short-term debt facilities, Our Nobody Harmed ambition

and bond and equity holders for longer-term All gambling products have the potential to cause harm. We want to encourage and
funding requirements. help all customers to stay in control, using tools to set time or spend limits, to be aware
of their spend or to restrict the products they use. We identify patterns of play that
suggest a customer is not in control and intervene in a variety of ways, and enable
customers to self-exclude if they are experiencing harm.

see p50

14 william Hill PLC Annual Report and Accounts 2018



The financial model

Cash/
funds in
customer’s
account

Winnings Customer
re-invested bets

Winnings withdrawn

[ Cosomerioses |
Minus betting taxes
Minus operating costs

NV

S

The value we create

For customers
Sports bets placed in 2018

>000 million

New games released in 2018

55/

Responsible gambling interactions

c150,000

For society and employees
Jobs

c15,500

Community contributions

£31.4m

Taxes

£413.5m

For shareholders
Dividends

£113.5m

Adjusted earnings per share'

20.0p

1 Adjusted EPS is calculated using adjusted profit after tax
and in evaluating performance for dividend policy purposes.
Further detail on adjusted measures is provided in note 3 to
the financial statements.
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Key Performance Indicators

Driving our performance

Key Performance Indicators (KPIs) enable us to empirically track business performance over time.

The following three Group KPIs measure financial growth and profitability of the business, and
the three corporate responsibility KPIs provide non-financial measures that track engagement
with employees, customers and community. The KPlIs that are linked to Directors’ remuneration
are highlighted.

Over time, these KPIs provide an objective measure of business performance, though in a given
year they can be affected by factors beyond the control of the business. We have reported these
KPIs consistently for a number of years and present them here for 2018.

With our new strategy now defined, we will be reporting new KPIs for 2019 and beyond. These
include measures relating to Online revenue growth rates, market entry in the US, the valuation
of William Hill US, cash generated by Retail and sustainability goals. The Remuneration
Committee has also aligned these to Directors’ remuneration.

Group KPIs

Net revenue’ Adjusted operating profit? Basic, adjusted EPS?
(Em) (Em) (pence)
2018 1,621.3 2018 233.6 2018 20.6

2017 1,592.8 2017 PYER:]

2016 1,490.0 2016 24611

Net revenue' is the key indicator of the Adjusted operating profit?, which gives a Basic, adjusted EPS? is a key indicator
Group's top line growth. It is the revenue picture of underlying performance, is a key of the Group's growth after allowing
retained from the amounts staked indicator of the Group's success in delivering for all costs, including interest and tax,
after paying out customer winnings top line growth while controlling costs. but excluding exceptional items and
and deducting free bets. In 2018, In 2018, this decreased by 15%, as a result adjustments. The decrease in EPS
Group net revenue' was up 2%. Within of the introduction of enhanced customer principally reflects the reduced adjusted
this, Online net revenue grew by 3%, with due diligence measures in Online, lower operating profit? this year. In addition to
good wagering growth partially offset profitability in Retail and the losses this, net finance costs were up 8% and
by the impact of enhanced customer due associated with investing in US Expansion. there was an increased tax charge. The
diligence measures. Retail net revenue number of shares remained broadly
reduced 2% with a gross win margin stable during the period.

above historical averages but Sportsbook
wagering down 5%. Net revenue in the
US increased by 62% in local currency,
with strong growth in US Existing
supplemented by US Expansion.

1 Netrevenueis anindustry term equivalent to revenue as defined in the notes to the financial statements.

2 Adjusted operating profit is defined as profit before interest and tax, excluding exceptional items and other defined adjustments. Further detail on exceptional items and adjusted measures
is provided in note 3 to the financial statements

3 Adjusted EPS is calculated using adjusted profit after tax and is used for remuneration purposes (see page 87 onwards) and in evaluating performance for dividend policy purposes.
Further detail on adjusted measures is provided in note 3 to the financial statements. The calculation of EPS measures is shown in note 11 to the financial statements.

For 2018 these KPIs reflect the 53-week period up to 1January 2019.

This performance metric is linked to Directors’ remuneration.
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William Hill employees in our Manila office volunteering as part
of our Close to HOME programme. See page 36 for further details.

Corporate responsibility KPIs

4

Employee engagement participation
(%)

-1 ppts

Retail net promoter score (NPS)
(%)

+0 ppts

Community contributions

(Em)
+39%

2018 88%

2017 89%

2018 76%

2017 76%

2016 68%

2018 314

This KPI reflects the proportion of our
colleagues who participate in our annual
employee survey "Your Say’, which
measures our colleagues’ satisfaction

in working for William Hill and highlights
areas we can address to improve. In
2018, the overall engagement score
improved by 4% and our eNPS by

16 percentage points. Over 13,000
colleagues participated in the survey,
with the participation rate remaining
high at 88%. The results showed
significant improvements in questions
relating to recognition of achievements
and happiness with work environment.
There was also a 10 percentage point
improvement in the perception of William
Hill as a responsible company, with
colleagues responding positively to our
Nobody Harmed ambition. This survey was
introduced in 2017, hence there is no data
for 2016.

This KPI addresses the overall
satisfaction of our Retail customers with
their experience of our shops, reflecting
the quality of our customer service,
product range and in-shop experience.
The NPS is based on the likelihood of
customers recommending our shops.

In 2018, the NPS remained stable at 76%,
which was a positive outcome after NPS
increased materially during 2017 following
improvements to our customer service
training programmes.

This KPI reflects our financial contribution
to responsible gambling and our support
for other related organisations and
industries, some of which are heavily
reliant on the success of our industry.

It includes: our annual donations to the
Senet Group and to GambleAware to
fund research, education and treatment
(RET) of problem gambling; levies on our
UK horseracing and greyhound racing
revenues; sponsorships; and charitable
donations, including matched donations
for colleagues’ fundraising efforts. In 2018,
community contributions amounted to
£31.4m, including £1.35m in RET funding,
£29.4m in sponsorships and levies, and
£42 594 in matched funding.

William Hill PLC Annual Report and Accounts 2018
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Our business today

]

Driving digital growth in
the UK and internationally

Online gambling revenues in the
were £5.3bn', meaning this is still
and most important regulated ©
market. However, other internat
offer the potential for faster ¢

1 H2GC.
n constant currenc V.
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Our ambition is to reach £1bn

in revenue and to double profits
from our Online business by 20232

Jodau digajels:
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Our business today continued
Driving digital growth in
the UK and internationally

Marketplace
The UK is our largest market

The online betting market

in the UK is now 20 years old.
Growth has started to slow
as the market matures but
online and particularly mobile
continues to be the fastest
growing segment of the UK
gambling industry.

William Hill took its first online bet

in 1998 and those early years of digital
gambling were dominated by the known
and trusted high street betting brands.
As the market developed, purely online
companies challenged the incumbent
operators and gained market share,
forcing the more established brands

into digital transformations to become
competitive once again. Today William Hill
is the third largest operator in the UK online
betting market as measured by revenue
for any single brand.

The market is highly competitive, with 888
remote gambling activities licensed last
year2 This s in part due to low barriers

to entry. However, regulatory tightening
is raising these barriers and scale is also
increasingly important as technological
complexity and the costs of marketing
grow. The market has over recent years
consolidated and now the top five online
operators account for 74% of the market.

Online gambling revenues in the UK

in 2018 were £5.3bn. This represents

the largest regulated market for online
gambling in the world, and it continues

to grow. Over the last five years the market
has grown at a CAGR of 12% and growth
of 2% is expected next year. The market

is split approximately 39% sports betting
and 61% gaming.

1 Market statistics on this page are from H2GC unless otherwise stated.
2 Gambling Commission Industry Statistics, April 2017 to March 2018, published November 2018.

Substantial potential in

international markets

The potential global online betting market
is huge. Only 12% of estimated total global
gambling currently happens online, but this
number will clearly continue to grow. In the
UK, online has become the single largest
segment, accounting for approximately
half of the market.

Gambling is organised and managed
differently in different countries, from
government-run operations to licensed
monopolies or open commercial markets,
or combinations of these. Some countries
try to enforce an outright ban on gambling,
with varying degrees of success.

Legal betting products range from lotteries
to sports betting, casino games, poker and
bingo. Historically, gambling regulations
were written for land-based formats,

from clubs, pubs, casinos, or betting

shops to race tracks. With digital gambling
enabling customers to access websites
across physical borders, governments are
gradually moving to update their legislation
and regulations to make them appropriate
for online and mobile gambling.

As opportunities continue to arise in

new markets for international companies
with digital expertise, companies that
became established in early markets like
the UK are well placed to expand.
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Strategy

Our goal is to build William Hill
into the world’s most trusted
digital gambling brand.
Across the gambling sector,
whether in the US, the rest of
Europe or in the UK, trust is
important for our customers.

SERAVEEIES

Trust in William Hill has been
built up over 85 years operating
as a sports betting business

Our products should excite and engage

our customers in a safe and easy to use
way, and we must always remember that

it should be fun to gamble. We measure
this through a whole range of net promoter
measurements and various touchpoints

in our product. At the same time, we are
continually improving ways to protect
against gambling-related harm.

With this approach we aim to grow in
the UK and internationally and to increase
operational efficiency and effectiveness.

Grow UK market share

The UK remains our principal market

and we continue to focus on growing at
or above market growth rates. The UK will
likely represent the majority of our Online
business for some time to come.

To ensure we are competitive, we continually
work to improve our product, to provide

our UK customers with a seamless and
enjoyable experience whenever or wherever
they choose to bet with us.

We listen to our customers about what
matters to them and we make improvements
where they tell us is important. This includes
the speed of placing a bet and withdrawing
winnings, the ease of navigation and of

the user experience, and the reliability

of placing a bet.

Our marketing is increasingly targeted,
with our technology enabling more
attribution-based marketing whereby
customers are treated individually

or as part of a small group. This means
directing our marketing resources more
effectively towards relevant customers
with relevant messages.

We are committed to using our technology
and experience to provide a safe and
responsible place where people can

enjoy our products without experiencing
gambling-related harm. We believe that
putting in place the right safeguards and
processes can reinforce our relationships
with our customers and support the
long-term sustainability of our business.

Diversify internationally

One of our strategic goals is to diversify

our Online revenues internationally.

This is important because it reduces our
reliance on the UK where growth is slowing
and regulation is tightening. The risks

from this have been demonstrated by the
increase in Online’s annual UK contribution
in gambling-related taxes by c£85m since
2013. Simultaneously, the international
digital gambling market presents attractive
opportunities, with the potential to leverage
the capabilities of the Group across a larger
and broader range of markets with faster
growth rates than the UK.

William Hill PLC Annual Report and Accounts 2018



Our business today continued
Driving digital growth in
the UK and internationally

We have taken important steps over

the last year to advance our UK and
international goals. Ulrik Bengtsson joined
the business in February to lead our digital
strategy, following six successful years

as CEO of a Scandinavian online gambling
company. He brings with him a deep
understanding of the gaming industry
and the international marketplace.

William Hill has had a licence in Italy

since 2011 and Spain since 2012. Combined
revenues from both countries accounted
for 12% of Online's revenues in 2018. The
regulatory environment has been changing
in both countries, and in 2018 this included
new restrictions on advertising in Italy

and tax decreases in Spain.

Mr Green increases the
diversification of our digital

and international revenues and
gains us access to a ready-made
hub of operations in Malta.

Ulrik Bengtsson
Chief Digital Officer

Mr Green

Mr Green is a high-growth gambling
company which has operations

in 13 countries and holds licences

in seven of these.

We have acquired a portfolio of strong
global brands, including Mr Green and
Redbet, which will enable us to pursue
a multi-brand strategy should it be
beneficial to do so.

On a pro forma basis our proportion

of 2018 international revenues in Online
would have increased from 24% to c35%
following the acquisition of Mr Green.

William Hill also accepts customers from
many other countries and these accounted
for 12% of Online's revenues in 2018.

In January 2019, we completed the
acquisition of Mr Green, a deal which
increases the diversification of our digital
and international revenues and gains us
access to a ready-made hub of operations
in Malta, inside the European Union.

The resources here are being used to focus
purely on international expansion, enabling
our existing team in Gibraltar to focus on
growing the UK business.

Increase operational efficiency

and effectiveness

Our ambition is to reach £1bn in revenue
and to double profits from our Online
business by 2023 That implies roughly
10% CAGR in revenues and 13% CAGR in
profits each year over the next five years.

We expect to achieve faster profit

growth rates primarily through recalibrating
our cost base, and further improving the
efficiency of our marketing spend.

1 In constant currency.

The majority of Mr Green's revenues
are generated in the Nordics and
mainland Europe, increasing our
pan-European footprint.

There are opportunities to cross-sell
the strong William Hill Sportsbook
offering to Mr Green customers as well
as to broaden the offering of Mr Green’s
gaming products in the UK.

Since 2017, Mr Green has won four industry
awards recognising its commitment to
responsible gambling, establishing itself
as one of the leading online operators
when it comes to sustainability and
corporate responsibility and therefore

a perfect fit with our ambition that
nobody is harmed by gambling.

Online net revenue - split by product

(%)

Sportsbook

50%

B Gaming

50%

Online net revenue - split by market
(%)

UK

76%

M International

24%

c35%

On a pro forma basis our
international revenues
would have increased from
24% to c35% following the
Mr Green deal
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Key performance indicators

Sportsbook margin

Revenue per unique active player

Unique active players

(%) (£) ('000)
%% 25%
+0.4 ppts -18% + 0
2018 8.0% 2018 213.0 2018 2,979.1

2016 7.2%

2016 242.6

2016 2,245.9

This KPI gives an indication of how sporting
results have affected our performance during

the year. Our normalised range for Online is 7-8%
for gross win. In 2018, the gross win margin was
0.4 percentage points higher at 8.0%, reflecting

a good period in terms of sporting results. This
comprised an in-play margin of 6.2% (2017: 5.8%)
and a pre-match margin of 9.4% (2017: 9.0%).
This KPlis an industry term and is described in the
glossary under ‘gross win margin’ on page 174.

Our performance
In 2018, we focused on building our digital
structure and capabilities.

Following the appointment of our Chief
Digital Officer, we appointed a Global
Brand and Marketing Director to lead
our brand strategy, a Data Director
rolling out our first high-impact use-case
to enable personalisation and real-time
data capabilities towards the end of 2018
—and a Product Director to create and
operationalise a new way of managing
product prioritisation and development.

We also meaningfully reshaped our
compliance approach to address concerns
raised by the Gambling Commission in
aregulatory settlement we agreed in
February 2018.

This KPI reflects the average revenue generated
from customers who have used our products
during the year. It demonstrates our effectiveness
in growing the value of customers. Total Online
net revenue was up 3% this year, with Sportsbook
up 3% and gaming up 2%. Within this, revenue
per unique active player was down 18%, reflecting
alarge increase in active customers this year and
the reorientation of our Online business toward
amore mass market customer base.

Sportsbook amounts wagered was down
1% year-on-year as a result of a stronger
margin, but would have grown 2%
excluding the impact of customer account
closures following enhanced customer due
diligence checks.

Gross win margins were up 0.4 percentage
points, with strong football results but
weaker horseracing margins, particularly
during the summer. Free bets over the year
accounted for 1.2% of amounts wagered
(2017:11%), including our popular ‘Scratch
of the Day’ offer during the World Cup and
activities in H2 to attract and retain a more
recreational customer base. As a result,
Sportsbook net revenue rose 3% to £318.7m
(2017: £308.3m).

Gaming net revenue was up 2% to £315.7m.
Investment in cross-sell product features and
enhanced offers improved cross-sell rates by
three percentage points year-on-year.

Active users grew strongly, up 25% to

3.0 million unique active accounts, as we
invested in offers and incentives to attract
a more mass market customer base.

New accounts grew 10%. Average revenue
per user reduced by 17%, reflecting the
changing mix of the customer base, while
average cost per acquisition reduced 3%.

This KPI reflects the number of individual customers
who have used Online’s products during the year.
This demonstrates how successful we have been

in recruiting and retaining Online customers. In
2018, the number of unique active players was up
25% as we benefited from investment in offers and
incentives to attract more mass market customers
and improved our retention rates.

Our improvements to mobile user
experience resulted in revenues from
mobile devices increasing to 83% of
Sportsbook net revenue (2017: 74%) and
80% of gaming net revenue (2017: 69%).

Cost of sales increased faster than net
revenue with the annualised impact of
Remote Gaming Duty being applied to
gaming free bets and the horseracing levy.
The combined year-on-year impact of these
was c£/m.

Operating costs were 3% higher, with

a 6% increase in marketing investment.
Staff costs reduced 12%, benefiting from
operating efficiencies delivered under the
transformation programme.

Adjusted operating profit decreased 2%
to £130.2m. Adjusting for the £17m impact
from customer due diligence changes,
adjusted operating profit' grew 11%.

1 Adjusted operating profit is defined as profit before interest and tax, excluding exceptional items and other defined adjustments. Further detail in exceptional items
and adjusted measures is provided in note 3 to the financial statements.
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Our business today continued

!'

Remodelling
UK Retall

First established in the 1960s,
betting shops remain a well-loved
and well-regulated environment
for betting and gaming.
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We are the largest single gambling
brand on the UK high street.
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Our business today continued

Remodelling
UK Retall

Marketplace

Arich heritage with a history of
evolution and adaptation to change

LBOs were first legalised more
than half a century ago, with
William Hill one of the oldest
having operated shops since
1966. The Retail gambling
industry was originally licensed
in order to reduce widespread
illegal gambling. This objective
has been a success and betting
shops remain the safest place
for people to place a bet.

The number of betting shops reached

a peak of 16,000 in the 1970s and since
then has almost halved to the 2018 level of
¢8,500. The LBO market has consolidated
over the decades and four brands now
account for 88% of shops. William Hill

is the second largest operator, after
LadbrokesCoral, but we are the leading
individual brand by number of shops.

Revenues from the LBO sector as a whole
have proved resilient, despite the rapid
growth of digital gambling. Customer
experience is a key reason for the LBOs'
continuing popularity with customers,
reflected in the fact that 64% of regular
retail gamblers view ‘friendly staff’ as

an important factor when choosing
where to bet? The sector has adapted
over the years in order to stay competitive
inan increasingly digital world. William Hill
has been at the forefront of this evolution,
from developing our own broadcast studios
to produce content for the shops, to
developing our own SSBTs and harmonising
the digital and shop experience.

OUR AMBITION IS

BY GAMBLING

120,000

hours of training for
our Retail colleagues

«= UK market share — by number of LBOs'

(%)

William Hill 27% M Coral 19%
M Ladbrokes 22% Other 12%
M Betfred 20%

Although there has been a shift by
consumers to increased betting on football,
horseracing still contributes almost half
of revenue from sports betting, and
remains a vital part of William Hill's DNA.
We are a proud supporter of the industry,
and we have a presence on 36 out of 60
racecourses in the UK.

As a well-regulated industry, betting
shops provide a positive environment for
responsible gambling activities. Colleagues
are regularly trained to identify potentially
harmful gambling behaviour and to engage
with customers to encourage responsible
gambling. In 2018 colleagues in William Hill
shops received over 120,000 hours of
training, of which 12% was specifically
spent on responsible gambling although
itis a consistent theme throughout.

1 Gambling Commission Industry Statistics,
April 2017 to March 2018, published November 2018.

2 Betscope — Usage and Attitudes: Q1'18-Q4'18 Base.
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Well placed to deal with the
challenges ahead

Our Retail business is an
important part of the Group,
strongly competitive in the UK
retail market and generating
cash flows that support the
Group's investments.

We are confident that we will
successfully adapt the Retail
channel and create a sustainable
and competitive business for
the future.

Nicola Frampton
Managing Director, UK Retail

Get more
with PLUS

Impact of the Triennial Review

In 2018, the UK Government announced
that the maximum stake on B2 gaming
products would be reduced from £100

to £2in April 2019. This is expected to have
a significant negative impact on revenues
and could result in a substantial number
of shop closures across the industry.

As a result we recorded an £882.8m
impairment of our Retail business due

to reduced future cash flow expectations.

Nobody can say with any certainty what
all the effects of the £2 stake limit will be
as itis not possible to predict the customer
response with accuracy. Our estimates
are that, of the approximately 50% of
gross win from gaming that will be lost,
we can aim to recover 10-20% as customers
migrate to other products. In addition,
where shops close across the industry, we
estimate 20-30% of the lost gross win that
remains in the market can be recovered.
The netimpact of the new £2 limit will, we
estimate, therefore be a reduction in Retail's
operating profit on an annualised basis

of approximately £70-100m. At these levels
we forecast that up to 900 shops could
become at risk of closure.

Retail net revenue - split by product
(%)

Horseracing 18% M Other 8%

W Football 13% Gaming machines 55%

M Greyhounds 6%

This is a significant challenge for our

Retail business. However, we are confident
that we can adapt to ensure the business
remains viable and competitive. We have
past experience working to manage the
negative impact from regulatory change,
such as introducing new gaming-style
products following the launch of the
National Lottery in the 1990s.

Uncertainty, but also opportunity
Substantial planning has gone into

facing into these challenges and careful
management of the estate has shortened
average lease lengths, thereby reducing
expected costs. With an average remaining
period to end of lease or break of around
three years, it is expected that exceptional
cash costs will be in the range of £40-60m,
mainly for shop closures. Additional central
cost savings of £15m are planned for the
Retail business by the end of 2020.

Despite these challenges, we know that
during uncertain times there will also be
opportunities. We are the largest single
gambling brand on the UK high street

and we are confident that we will be able
to leverage our scale to not only withstand
the tough trading conditions but also
capture market share from our competitors.
There will also be opportunities to diversify
our business in order to recapture some

of the lost revenues from the stake

cut to £2. We have a number of strategies,
not least development of our product
offering to customers, which will mitigate
some of the impact from the Government’s
decision, though the impact will clearly be
very significant.
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Our business today continued

Remodelling
UK Retall

Strength of Retail

Even after the impact of the Triennial
Review changes, we expect Retail to remain
a profitable and cash-generative business.

We estimate that, after the £2 stake limit
is introduced, the LBO gambling market
in the UK as a whole will still be worth
approximately £1.5bn in revenues a year.

We approach this new competitive
landscape from a market-leading position.
On average, we have approximately
300,000 customers in our shops each
week'. Our customer base is extremely
loyal, with many of our customers having
a relationship with William Hill that
spans decades. We continue to invest

in our proprietary SSBTs, increasing their
availability in shops and widening the
range of products they offer.

Our SSBTs enable us to bring more
of the choice and breadth of markets
experienced by our Online customers
into our shops.

Our expertise and innovation was
recognised when we were awarded 'Racing
Bookmaker of the Year’ this year in the
SBC Awards.

William Hill's proprietary SSBTs were
launched in 2016. Initially they offered
football, but since then we have added

17 more sports. We now have over

3,700 machines and the average amount
wagered on each machine per week
increased by over 60% in 2018. SSBTs
now account for 15% of total amounts
wagered and over 50% of football
amounts wagered.

Retail will continue to deliver positive
cash flows to the Group on an annual
basis, which can be reinvested in high-
growth opportunities in our Online and
US divisions.

On-course betting shops
=

Our SSBTs remain popular with ;

our customers and over the last year

we added a further 611 to our estate

Horseracing is embedded in William
Hill's heritage and remains popular
with bettors.

In 2018, we took the difficult decision to
sell our on-course bookmaking business.
However, we were also pleased to
operate the betting shops at 36 of the
60 racecourses across the UK, ensuring
we continue to provide an outstanding
service to c6 million racegoers a year.

1 Betscope - Market Sizing: Q1'18-Q4"18.

For a typical 3 pm football kick-off on a
Saturday afternoon, our customers have
the choice of over 250 bets per match,
and we take over 140,000 bets on an
average Saturday solely on our SSBTs.

Our customers clearly love them,

and these machines will only become
more important in 2019 as we continue
to increase the range of sports and

the functionality of the machines, and
as gaming options reduce as a result of
the Government's restriction on gaming
machine stakes to £2.

In what has been a tough year for

our Retail colleagues, it was great to
see so many volunteer to join the teams
at these racetrack shops to share their
expertise and join the fun in the thick

of the action.
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Key performance indicators

Sportsbook margin Average profit per LBO Average gross win per machine
(%) (£) per week (f)
2018 18.2% 2018 64,419 2018 1,015

2017 18.0%
2016 17.6%

2017 68,120

2017 1,028

2016 68,299 2016 998

This KPI gives an indication of how sporting results
have affected our performance during the year.

At 18.2%, the gross win margin was 0.2 percentage
points higher than the prior year and outperformed
against our normalised range of 17-18%, reflecting
favourable sporting results, particularly towards
the end of the year.

Our performance

Sportsbook wagering was down 5% with
the benefit of the World Cup offset by
racing fixture cancellations in Q12018

and rolling over a period when we had the
advantage of media content not matched
by our competitors in H12017.

Our proprietary SSBTs contributed 15%

of total staking, with machine weekly
average wagering growing 60% year-on-
year. A further 611 of the terminals were
rolled out across the year, bringing the per
shop average to 1.6. Over 50% of football
stakes are now transacted through the
SSBTs. During the year, we added seven
further sports to the SSBTs, customer
enhancements such as ‘Betting Buddy’ and
multi-match coupons.

This KPI reflects the average profitability of the
shops. Retail net revenue was 2% lower this year,
with Sportsbook n