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Ladbrokes CVR Update 18/06/2018:

Key Developments:
On 17/5, the Department for Digital, Culture, Media & Sport announced their intention to lower the maximum stake on FOBT machines
to £2.
Also on 17/5, GVC issued a statement regarding the decision. In it, they state that "the CVR Instrument envisages that if legislation
is enacted prior to 28 March 2019 reducing maximum stakes to £2, as announced by the Government today, this will result in each
CVR having zero value. In such circumstances no payment would be required to be made by GVC to CVR holders and the CVRs
would be automatically cancelled."
On 14/6, The Times reported that the U.K. Treasury has struck a deal with bookmakers pushing back the new wager implementation
to April 2020. According to the article, the Treasury is concerned about the tax revenue impact. In order to offset the decline, the
Treasury intends to increase online gaming taxes. This increase could be implemented as early as April 2019.
While we are reluctant to jump to conclusions based off of one article, it is worth noting that The Times was incredibly accurate in
their reporting leading up to the wager decision.
Our interpretation of the CVR documentation is in line with GVC's in that if legislation were to be passed lowering the FOBT wager
in 2020, the CVR would still be worthless. However, it is worth noting that the CVR has traded higher over the last week. Therefore,
we wanted to highlight the scenarios in which we envision the CVR having value:
1) The Long Stop Date
If no Maximum Stakes Measure is Enacted by the Long Stop Date than the CVR is worth 35p. The Long Stop Date is one year after
the deal closed (28/3/2019).
The key is the definition of "Enacted". The documentation defines Enacted as:
- A statutory instrument being laid before Parliament and 40 days passing without a petition for annulment.
- An affirmative vote being obtained on the statutory instrument from both houses.
- Royal Assent.
- The U.K. Gaming Commission making a specification to the gaming licences bring the change into effect.
Please note that there is no mention of when the wager is actually enforced. Therefore, our interpretation is that if a law is approved
BEFORE 28/3/2019 lowering the wage in 2020, the CVR would still be worthless.
The timing of the law is clearly of great importance. A number of articles have suggested anti-gaming members of Parliament are
unwilling to back a delay until 2020. Any debate/delay in the process raises the possibility of the law passing the Long Stop Date. In
addition, there has been some suggestion of the possibility of snap elections in the U.K. due to Brexit negotiations. Once again, we
feel this would increase the probability of the law being delayed.
2) Long Stop Date Hedge
As we highlight above, GVC does not expect to have to pay the CVR. However, the Long Stop date still represents a potential £682mm
liability for the company. If there were to be further delays, at what point does the company decide to hedge some of this risk? If we
enter 2019 without a law enacted, we could see the economic incentive for the company to potentially tender for the CVR at a value
higher than £0. After all, hedging uncertainties is a practice all bookmakers are quite familiar with.
3) Scenario 2 Interpretation
The CVR was structured to insulate GVC from the negative impact of the FOBT wager decision. According to the aforementioned GVC
press release, the company expects fully mitigated EBITDA impact of £120mm. While we have no insight into the actual negotiations,
we expect that the deal assumed the FOBT decision to impact FY 2019 EBITDA. If the law were to come into effect in FY 2020,
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GVC will benefit from an additional £120mm in EBITDA. We feel that one could argue that this £120mm should ultimately belong to
Ladbrokes shareholders. If this were to be distributed to CVR holders, it would equate to a CVR value of 6.2p.
We feel that the documentation does allow for some room for this, possibly utilizing the "Scenario 2" process. The fact is, that PF for the
merger, CVR holders represent roughly 47.5% of GVC's shareholder base. Was it truly in the spirit of the agreement for GVC to benefit
from an additional year of Ladbrokes' FOBT business at full profitability? Furthermore, is it worth alienating half of your shareholders?
We would like to reiterate, that our interpretation of the documentation is that even if there is a delay in the enforcement of the
wager, the CVR will still expire worthless. We are highlighting alternative possible scenarios. At this morning's mid from the Stifel
Trading Desk, (4.675p per CVR), the market seems to be suggesting 7.5/1 odds that the Long-Stop is reached. We feel the risk/return
relationship is representative of the likelihood of one of our alternative scenarios.
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I, Jeffrey J. Cope, CFA, certify that the views expressed in this research report accurately reflect my personal
views about the subject securities or issuers; and I, Jeffrey J. Cope, CFA, certify that no part of my compensation
was, is, or will be directly or indirectly related to the specific recommendations or views contained in this research
report. The credit research analyst(s) responsible for the preparation of this report receive(s) compensation based on
various factors, including Stifel’s overall revenue, which includes investment banking revenue. Our European Policy for
Managing Conflicts of Interest in Fixed Income Non-Independent Research is available at www.stifel.com/institutional/
ImportantDisclosures.
This report is intended for distribution to or use by institutional clients (Professional Clients and Eligible Counterparties)
only, as the securities of the company or companies mentioned in this report may not be registered in certain states or
other jurisdictions and as a result, the securities may not be eligible for sale in some states or jurisdictions. Additionally,
the securities of non-U.S. issuers may not be registered with, nor be subject to the reporting requirements of, the U.S.
Securities and Exchange Commission. The information contained herein is not an offer to sell or the solicitation of an
offer to buy any security in any state or jurisdiction where such an offer or solicitation would be illegal.
Important Disclosures
Stifel or an affiliate expects to receive or intends to seek compensation for investment banking services from Ladbrokes
Coral Group PLC and/or a member of the group entity in the next 3 months.
Stifel or an affiliate is a market maker or liquidity provider in the securities of Ladbrokes Coral Group PLC and/or a
member of the group entity.
Company specific disclosures pertaining to all recommendations or estimates made on a security in this report, including
price charts, credit opinion and bond recommendations history tables, are available at Fixed Income disclaimer page.
Credit Opinion & Bond Recommendation History
For all recommendations changes by the Stifel credit research analysts in the issuer and/or financial instrument over the
past 12 months please go to Fixed Income disclaimer page. This rating system is effective as of 3 January 2018.
Prior to 3 January 2018, Stifel’s credit research analysts were referred to as desk analysts and utilised a
different rating system. The previous rating system should no longer be relied upon. For a description of
the rating system used previously for desk analysts and the 12 month recommendation history please go
to http://www.stifel.com/docs/pdf/disclosures/Europe/Investment%20recommendations%20policy%20(external%20July
%202016).pdf and https://stifel2.bluematrix.com/sellside/MAR.action?MARComplianceGrid.
Explanation of Ratings
The Stifel Europe credit research ratings system is described below. In accordance with such system the credit analysts
may have a credit opinion on the issuer or group entity (herein "issuer"), (including corporate and sovereign debt
securities) and investment recommendations on individual bonds issued by the issuer. Analysts may issue investment
recommendations on individual bonds for which Stifel does not maintain any credit opinion on.
Occasionally we use the ancillary rating of Not Rated (NR). In this case, Stifel has removed or is not providing a rating
for this particular bond or company because of either a lack of sufficient fundamental basis or for legal, regulatory or
policy reasons. The previous rating should no longer be relied upon. Not Rated may also be used when the analyst has
the bond(s) under coverage, but does not have a credit opinion on the issuer. NC is Not Covered. An NC designation
is not a rating or recommendation.
The issuer-specific credit opinion represents our view as to whether the fundamental credit quality of the respective
issuer will improve, remain stable or deteriorate over the coming 12 months. The fundamental credit view reflects our
opinion of the issuer’s underlying credit trends and its ability to service its debt obligations as these become due and
payable. We analyse various operational and financial aspects of an issuer including credit ratios such as leverage and
coverage, cash flow capacity and financial flexibility. When assessing financials amongst others, we analyse profitability,
capitalization and asset quality. Risks to our issuer-specific credit view vary by company or financial institution depending
on business factors including scale, competitive positioning, and market share along with the overall dynamics of the
markets in which these operate.
Our bond-specific recommendations reflect our expectation of the three-month performance of a specific bond vs.
the overall market or bonds in a similar sector and/or bonds with a similar rating and maturity where applicable. Our
bond-specific ratings also take market technical aspects into consideration. Risks to our bond-specific ratings vary
by instrument but include general interest rate developments, credit quality changes of the issuer or market technical
aspects such as the general liquidity of an instrument.
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For proposed new issue notes, we use the recommendation of Participate or Pass only. As these bonds are just
proposed and have not priced at the time of the report, they will have no financial price chart and there will be no MAR
recommendation history or statistics recorded for them.
Credit Opinion
Positive: Indicates expectations that over the next 12 months the issuer's credit quality is expected to improve.Negative:
Indicates expectations that over the next 12 months the issuer's credit quality is expected to weaken.Stable: Indicates
expectations that over the next 12 months the issuer's credit quality is expected to remain stable.
Buy: Over the next three months, the spreads and/or excess returns are likely to outperform the relevant and comparable
market.Sell: Over the next three months, spreads and/or excess returns are likely to underperform the relevant and
comparable market.Hold: Over the next three months, spreads and/or excess returns are likely to perform in-line with the
relevant and comparable market.Participate: Participate in the proposed new issue up to the specified price level.Pass:
Pass on the new issue
Any investment recommendation(s) included are extremely limited as to their time duration and relate to the immediate
trading timeframe after the time of original dissemination unless otherwise stated, and will be subject to change without
notice. All investment recommendations are completed and disseminated as the date and time of the relevant original
electronic communication. No prior disclosure of the investment recommendation(s) contained herein has been made
to any issuer(s) to which the recommendation, directly or indirectly, relates. No formal timetable exists in relation to the
frequency of issuing investment recommendations. Certain outstanding reports may contain investment opinions and
recommendations relating to financial instrument and/or issuers that are no longer current. Always refer to the most
recent report on that issuer/financial instrument prior to making an investment decision.
Where permitted and subject to appropriate information barrier restrictions, credit analysts regularly interact with sales
and trading desk personnel regarding current market conditions, pricing and liquidity in the fixed income markets.
Prices are indicative and for informational purposes only. Except as otherwise stated in the report, debt security prices
are indicative as of the date and time of the report and are from various sources including the Stifel trading desks.
To the extent that any historical pricing information was obtained from the Stifel’s trading desks, the Firm makes no
representation that it is accurate or complete.
The market price shown in the MAR table and price chart is sourced from Bloomberg as of the previous day’s close and
may differ from the pricing used by the credit analyst in the report. Where a market price is not available via Bloomberg,
this will be reflected as N/A in the MAR table and no five-year price chart will be shown.
Where a credit opinion is made at the issuer level, it does not apply to any sanctioned securities, where trading in such
securities would be prohibited under applicable law, including sanctions laws and regulations.
Stifel may trade the securities discussed for its own account or on behalf of its customers and such trading may be
contrary to the views expressed herein.

SNEL Credit Research Rating Distribution - Credit Opinions
*IB Serv./Past 12 Mos.

Rating

Positive
Stable
Negative
Not Rated

No. of ratings
per category

% of total
coverage per rating

10
36
13
17

13.16
47.37
17.11
22.37
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material services* material services*

0
1
1
0

0.00
2.78
7.69
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SNEL Credit Research Rating Distribution - Bond Recommendations
*IB Serv./Past 12 Mos.
% of total
coverage per rating

80
107
45
6

33.61
44.96
18.91
2.52

Buy
Hold
Sell
Not Rated

No. of issuers per % of issuers per
rating provided
rating provided
material services* material services*

2
0
1
0

2.50
0.00
2.22
0.00

* Material services relate to both investment banking services and non-investment banking securities services
in the past 12 months, in accordance with Sections A and B of Annex I of Directive 2014/65/EU. Prior to
3 January 2018, Stifel’s credit research analysts were referred to as desk analysts and utilised a different
rating system. The previous rating system should no longer be relied upon. For a description of the rating
system used previously for desk analysts and the 12 month recommendation history & statistics please go
to http://www.stifel.com/docs/pdf/disclosures/Europe/Investment%20recommendations%20policy%20(external%20July
%202016).pdf and https://stifel2.bluematrix.com/sellside/MAR.action?MARComplianceGrid.
Additional Disclosures
Please visit the Credit Research Page at Fixed Income disclaimer page for the current research disclosures applicable
to the companies mentioned in this publication that are within Stifel's coverage universe.
The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by
us and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any
securities referred to herein. Opinions expressed are subject to change without notice and do not take into account
the particular investment objectives, financial situation or needs of individual investors. The recipient of this report must
make its own independent decisions regarding any securities mentioned herein. Employees of Stifel or its affiliates
may, at times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions
expressed within. Past performance should not and cannot be viewed as an indicator of future performance. The value
of financial instruments and the income from them is not guaranteed and can fall as well as rise due to stock market
and currency movements. Foreign currency rates of exchange may adversely affect the value, price or income of any
financial instrument mentioned in this report. Investors in such instruments effectively assume currency risk. When you
sell your investment you may get back less than you originally invested.
As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation
from issuers for services including, but not limited to, acting as an underwriter in an offering or financial advisor in a
merger or acquisition, or serving as a placement agent in private transactions.
Affiliate Disclosures
References to “Stifel”, to the extent such context so requires, shall include our group affiliate companies (i) Stifel Nicolaus
& Company (“SNC”); (ii) Keefe, Bruyette & Woods, Inc (“KBWI’’), which are both US broker-dealers registered with
the United States Securities and Exchange Commission and members of the Financial Industry National Regulatory
Authority, respectively; and (iii) Stifel Nicolaus Europe Limited (“SNEL”), which is authorised and regulated by the United
Kingdom Financial Conduct Authority (“FCA”), (FRN 190412) and is a member of the London Stock Exchange. SNEL
also trades under the name Keefe, Bruyette & Woods Europe (KBW).
Registration of non-US Analysts: Any non-US research analyst employed by SNEL contributing to this report is not
registered/qualified with FINRA and is not an associated person of the US broker-dealer and therefore may not be
subject to FINRA Rule 2241.
Country Specific and Jurisdictional Disclosures
United States: Research produced and distributed by SNEL is distributed by SNEL to “Major US Institutional Investors”
as defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. SNEL is a non-US brokerdealer and accordingly, any transaction by Major US Institutional Investors in the securities discussed in the document
would need to be effected by SNC. SNC may also distribute research prepared by SNEL directly to US clients that are
professional clients as defined by FCA rules. In these instances, SNC accepts responsibility for the content. Research
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produced by SNEL is not intended for use by and should not be made available to retail clients, as defined by the FCA
rules.
Canadian Distribution: Research produced by SNEL is distributed in Canada by SNC in reliance on the international
dealer exemption. This material is intended for use only by professional or institutional investors. None of the investments
or investment services mentioned or described herein is available to other persons or to anyone in Canada who is not
a “permitted client” as defined under applicable Canadian securities law.

Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of
Companies, Registrar of International Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti
Monetari Brunei Darussalam. This document and the information contained within will not be registered with any relevant
Brunei Authorities under the relevant securities laws of Brunei Darussalam. The interests in the document have not been
and will not be offered, transferred, delivered or sold in or from any part of Brunei Darussalam. This document and the
information contained within is strictly private and confidential and is being distributed to a limited number of accredited
investors, expert investors and institutional investors under the Securities Markets Order, 2013 ("Relevant Persons")
upon their request and confirmation that they fully understand that neither the document nor the information contained
within have been approved or licensed by or registered with the Brunei Darussalam Registrar of Companies, Registrar of
International Business Companies, the Brunei Darussalam Ministry of Finance, the Autoriti Monetari Brunei Darussalam
or any other relevant governmental agencies within Brunei Darussalam. This document and the information contained
within must not be acted on or relied on by persons who are not Relevant Persons. Any investment or investment activity
to which the document or information contained within is only available to, and will be engaged in only with Relevant
Persons.
In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected
in accordance with local securities legislation which will vary from jurisdiction to jurisdiction and may require that a
transaction carried out in accordance with applicable exemptions from registration and licensing requirements. Non-US
customers wishing to effect transactions should contact a representative of the Stifel entity in their regional jurisdiction
except where governing law permits otherwise. US customers wishing to effect transactions should contact their US
salesperson.
The securities discussed in this report may not be available for sale in all jurisdictions and may have adverse tax
implications for investors. Tax treatment depends on the individual circumstances of each client and may be subject to
change in the future. Clients are advised to speak with their legal or tax advisor prior to making an investment decision.
Additional Information Is Available Upon Request
© 2018 Stifel. This report is deemed to be a minor non-monetary benefit and provided free to all investors who meet the
professional and eligible counterparty criteria as defined by the FCA. If you wish to receive these reports please contact
ResearchEntitlementsEurope@stifel.com to request access to the Stifel research portal. Additional analyst services
will incur a charge. Please contact your Stifel representative for further information on pricing. This report may not be
reproduced or published in whole or in part for any purposes without the prior consent of Stifel.
Stifel Nicolaus Europe Limited, registered in England and Wales (Company number 03719559), at 150 Cheapside,
London, EC2V 6ET, United Kingdom. Authorised and regulated by the Financial Conduct Authority (FCA).

6

This report is intended for copej@stifel.com. Unauthorized distribution of this report is prohibited.

UK and European Economic Area (EEA): This report is distributed in the EEA by SNEL, which is authorized and
regulated in the United Kingdom by the FCA. In these instances, SNEL accepts responsibility for the content. Research
produced by SNEL is not intended for use by and should not be made available to non-professional clients.

