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Governance continued

Who are the members?

STEPHEN MORANA – CHAIRMAN

KARL DIACONO
PETER ISOLA
Stephen Morana is a qualified chartered accountant and is regarded 
as the Audit Committee member with recent and relevant financial 
and industry experience.

What does the Audit Committee do?
Monitors the integrity of GVC’s financial statements and any formal 
announcements relating to the Company’s financial performance and 
reviews, and challenges where necessary, the actions and judgements 
of management in relation to the half-year and annual financial statements 
before these are submitted to the Board for final approval.

Makes recommendations to the Board concerning any proposed, new or 
amended accounting policy.

Meets with the external auditors post-audit at the reporting stage to discuss 
the audit, including problems and reservations arising from the audit, 
and any matters the auditor may wish to discuss (in the absence of GVC 
management, where appropriate).

Recommends the audit fee to the Board and sets GVC’s policy on the 
provision of non-audit services by the external auditor.

Considers and make recommendations to the Board about the appointments 
of the head of the internal audit function and also the external auditors as 
well as the re-appointment of the latter.

Monitors and reviews the internal audit programme and its effectiveness. 

Ensures co-ordination between the internal audit department and the 
external auditors, and that the internal audit department is adequately 
resourced and has appropriate standing within GVC.

Considers any major audit recommendations and the major findings 
of internal investigations and management’s response (in the absence 
of management, where appropriate). 

Monitors and reviews GVC’s systems for internal control, financial reporting 
and risk management.

Reviews the individual internal audit reports covering the various areas 
and activities of the business.
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The Audit Committee also oversees corporate social responsibility 
matters and in this respect ensures that the Group has policies and 
effective controls regarding the following:

 compliance with the gaming and financial services licences held by the Company 
or any of its subsidiaries;

 gambling licence probity matters;

 anti-money laundering; 

 the fairness and integrity of the Company’s gaming and trading systems and 
the process for managing any challenges to the fairness and/or integrity of 
these systems; 

 privacy and data protection;

 charitable donations and investment in the local community; and 

 the Group’s suppliers and service providers.

The terms of reference for the Audit Committee are available on GVC’s corporate 
website at: http://www.gvc-plc.com/archive/governance/Audit-Committee-tor.
pdf?v=230816 

How many times did Audit Committee meet in 2016?
The Audit Committee met three times in 2016 and attendance was as follows:

Director Attendance and total number of  
meetings to which the Director 

was entitled to attend

Stephen Morana 3/3

Karl Diacono 3/3

Peter Isola 3/3

The Company Secretary attends all Audit Committee meetings to take the minutes 
and advise the Directors where required. The Internal Audit Executive and external 
audit partners/directors also attend every Audit Committee meeting and during the 
year the Audit Committee does periodically meet with these individuals without any 
GVC management present. The Chief Executive Officer (“CEO”), Chief Financial 
Officer (“CFO”), and senior members of the finance function are normally invited to 
attend each meeting. 
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Who is responsible for the preparation of the 
GVC financial statements?

Ultimately the Board is responsible for presenting a fair, balanced and understandable 
assessment of the GVC’s position and prospects, which extends to the half year and annual 
financial statements. 

DELEGATION

GVC’s finance department, 
led by the CFO, prepares the 
financial statements.

The Head of Investor Relations 
coordinates with the CEO, CFO 
and Chairman the preparation 
of any statements on GVC’s 
position, performance, business 
model and strategy.

The Company Secretary 
prepares with the Chairman of 
the Board and the Chairmen of 
the various Board Committees 
the corporate governance 
statements and all Board 
committee reports.

EXTERNAL REVIEW

GVC’s external auditors audit the annual financial accounts and review the half year accounts together 
with any business or corporate governance commentary. A report to Audit Committee is prepared.

COMMITTEE’S REVIEW

The Audit Committee reviews the draft financial 
statements and accompanying statements 
and meets with the external auditors to review 
their report. The Audit Committee proposes 
amendments and makes recommendations 
to the Board and also approves the Audit 
Committee’s Report. 

For the Annual Report, the Remuneration 
Committee and Nominations Committee 
review the Directors’ Remuneration Report and 
Nominations Committee Report respectively, 
propose changes and make recommendations 
to the Board. 

BOARD REVIEW

Board reviews the financial statements, accompanying reports and recommendations from its 
committees and makes changes to the disclosures where appropriate.

AUDITOR SIGN-OFF

External auditors carry out final review and sign-off the audit report (Annual Report) or review report 
(half year results).

BOARD APPROVAL AND PUBLISH

The Board approves the year-end financial statements and disclosures and the half year report 
and these are then released to the stock exchange and published on GVC’s corporate website.

In respect of the financial statements and accompanying reports for the year ended 
31 December 2016, the Company has followed the process detailed above. In doing 
so, the Directors confirm that they have reviewed the complete 2016 Annual Report 
and considered that taken as a whole, the Annual Report is fair, balanced and 
understandable and provides the information necessary for GVC’s shareholders 
to assess the Company’s performance, business model and strategy. 

What significant issues did the Audit Committee 
consider in relation to the 2016 financial statements 
and how were these addressed?
During 2016 following the Company’s admission to the Official List of the UK Listing 
Authority with a Standard Listing in February 2016, the Audit Committee engaged 
in reviewing the first quarter 2016 audited financial statements and working capital 
reports prepared for the purpose of the Company stepping up to a Premium Listing 
in August 2016. 

Throughout the course of the year, the Audit Committee determined the following 
areas of the financial statements were of significant interest. These issues were 
discussed with management and the external auditors to ensure that the required 
level of disclosure is provided and that appropriate rigour has been applied where 
any judgement may be exercised. 

Acquisition accounting 
The GVC Group successfully completed the acquisition of bwin.party digital 
entertainment plc on 1 February 2016. The Audit Committee reviewed the 
judgements made in connection with the accounting treatment, to determine 
whether the assets and liabilities recognised in the financial statements are 
carried at an appropriate fair value. The Committee reviewed the purchase price 
allocation (prepared by external professional advisers), together with the underlying 
judgements and forecasts used to determine the fair value of intangible assets. 
The Audit Committee satisfied itself that the approach taken by the Group was 
appropriate and in accordance with IFRS 3: “Business Combinations”.

Impairment of goodwill and intangible assets
During the year, the Audit Committee also considered the judgements made in 
relation to the valuation methodology adopted by management to support the 
carrying value of goodwill and other intangible assets to determine whether 
there was a risk of material misstatement in the carrying value of these assets 
and whether any impairment should be recognised. The Committee considered 
the assumptions, estimates and judgements made by management to support 
the models that underpin the valuation of intangible assets in the balance sheet. 
Business plans and cashflow forecasts prepared by management supporting the 
future performance expectations used in the calculation were reviewed. This was 
further facilitated by the review of the reporting accountant’s findings on the Group’s 
working capital report as part of the move to the Premium Listing Segment of 
the UKLA, where models in respect to market growth, projections and projected 
cash flows were independently tested. The impairment review was also an area 
of focus for the external auditor, who reported their findings to the Committee. 
The Committee satisfied itself that no material impairments were required to the 
carrying value of goodwill or other intangible assets, as outlined in note 8 to the 
financial statements.
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Provisions for legal and regulatory compliance
The Directors keep abreast of all known or potential regulatory or legal claims 
against the Group that may arise from the Group’s operations. The Directors receive 
frequent updates from the Group’s Head of Legal, Compliance & Secretariat and 
external legal counsel. During the year, the Audit Committee reviewed the likelihood 
of the outcomes of various claims lodged against the Group and/or its Board 
members as disclosed in note 27 to the financial statements.

As there have been no material developments with the cases disclosed in note 
27 to the financial statements, the Audit Committee is satisfied that no provisions 
other than those outlined in note 20 to the financial statements, are necessary at 
this present time. Should any of these cases develop materially during the course 
of 2017, the Audit Committee will consider if any provision needs to be made in 
respect of the relevant cases. 

Taxation
During the year, the Board reviewed the Group’s tax strategy and considered 
whether it was aligned with the Group’s commercial strategy, approach to corporate 
governance, the attitude to risk and the Group’s business models. The Board also 
reviewed external parameters, including the impact on the tax strategy of the 
changing tax environment. The Board concluded that the adopted tax strategy is 
appropriate in a year of significant change for the Group following the acquisition of 
bwin.party, supports the Group’s business strategy whilst simultaneously addressing 
the risks associated with tax effectively. Owing to the dynamic nature of the online 
gaming sector and the Group’s business in particular, the Board has decided to 
review the Group’s tax strategy and management and will meet with the Group’s 
Director of Tax at least once a year.

Who are the external auditors and how long have 
they been appointed?
During the year ended 31 December 2016, Grant Thornton UK LLP was appointed 
under an engagement letter to act as auditor to enable the Company to meet its 
obligations to prepare financial statements in accordance with the Listing Rules. 

Grant Thornton UK LLP were originally appointed in 2010 just after the Company’s 
re-domiciliation from Luxembourg to the Isle of Man. A member firm of the Grant 
Thornton network, Grant Thornton Lux S.A. previously held office as the Company’s 
auditors, since 2008. Since their initial appointment, their re-appointment has 
been approved by shareholders each year at the AGM. Shareholders approved 
the re-appointment of the external auditors at the 2016 AGM, with 99.9% of the 
votes cast voted in favour of re-appointment. A resolution will be proposed at 
the 2017 AGM to re-appoint Grant Thornton LLP as the external auditors.

What is GVC’s policy on putting the external audit 
out to tender?
The UK Corporate Governance Code recommends that FTSE 350 companies 
put their external audit out to tender at least once every ten years. The EU Audit 
Regulation, effective across all Member States from the 17 June 2016, enforces 
mandatory audit firm rotation after a period of maximum tenure, set at ten years. 

The current external auditors have served the Company since 2008. Taking into 
account the Financial Reporting Council’s advice on companies transitioning to 
putting the external audit out for tender to comply with this recommendation 
and the EU Regulation and the timing of the audit partner rotation, the Board has 
decided on the recommendation from the Audit Committee to put the external audit 
out for tender in 2018. Thereafter the external audit will be put out for tender at 
least once every ten years. 

The Audit Committee have adopted an Auditor Rotation and Tendering Policy which 
follows the above mentioned recommendations and regulation. 

 

How did the Audit Committee go about assessing 
the effectiveness of the external audit process?
The Audit Committee is committed to ensuring that the external audit process 
remains effective on a continuing basis. In particular, throughout the year the 
Audit Committee paid specific attention to the following areas: 

Reviewing that safeguards put in place by the incumbent auditor against 
independence threats are sufficient and comprehensive. 

Ensuring that the quality and transparency of communications with the external 
auditors are timely, clear, concise and relevant and that any suggestions for 
improvements or changes are constructive. 

Exercising professional scepticism, including but not limited to, looking at 
contrary evidence, the reliability of evidence, the appropriateness and accuracy 
of management responses to queries, considering potential fraud and the 
need for additional procedures and the willingness of the auditor to challenge 
management assumptions. 

Considering if the quality of the audit engagement team is sufficient and 
appropriate – including the continuity of appropriate industry, sector and technical 
expertise (including new areas of activity by the client and changes in regulation 
or professional standards) and whether it has exercised sufficient objectivity to 
mitigate any independence and familiarity threats. 

Feedback is provided to the external auditor at every instance by the Audit 
Committee and through one-to-one discussions between the Chairman of the 
Audit Committee and the audit firm partner.

What non-audit services did Grant Thornton 
provide in 2016?
The Audit Committee has established a policy regarding the appointment of external 
auditors to perform non-audit services for the Group and keeps this under continual 
review, receiving a report at each Audit Committee meeting. This policy dictates 
that in the Company’s financial year, the total fees for non-audit services provided 
by the external auditors, excluding non-audit fees for due diligence for acquisitions 
and other specific matters noted below, should not exceed 70% of the average of 
the total fees for audit services they provided in the preceding three year period. 
In the year ended 31 December 2016, the total non-audit fees as a percentage 
of the audit fees paid to the external auditors was 12.8%.

In addition to their statutory duties, Grant Thornton LLP is also employed where, 
as a result of their position as auditors or for their specific expertise, they either 
must, or the Audit Committee accepts they are best placed to, perform the work 
in question. This is primarily work in relation to matters such as shareholder 
circulars, Group borrowings, regulatory filings and certain business acquisitions 
and disposals. In such circumstances the Audit Committee will separately review 
the specific service requirements and consider any impact on objectivity and 
independence of the auditors and any appropriate safeguards to this. As such the 
Audit Committee believes it appropriate for these non-audit services to be excluded 
from the 70% cap calculation set out above. In the year ended 31 December 2016 
the total fees paid to the external auditors in respect of due diligence for acquisitions 
was €0.39m.

The Company has also adopted a policy on external auditor independence to help 
ensure the independence of the current external auditors is not compromised.

Governance continued
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Does GVC have an internal audit department 
and how is it effective?
The Internal Audit & Risk Management (“IA”) function facilitates and advises on the 
Group’s risk process, for which the Company’s Board is ultimately responsible. 

The mission of the IA function is to provide independent, objective assurance 
and consulting services designed to add and protect value by improving the 
Group’s operations. IA assists the Group to accomplish its objectives by bringing a 
systematic, disciplined approach to evaluate and improve the effectiveness of risk 
management, control and governance processes. 

Through its work, IA provides assurance to the Board, through the Audit Committee 
that effective and efficient control processes are in place to identify and manage 
business risks that may prevent the business from achieving its objectives. 
The scope of this work includes:

Providing assurance to the Board and executive management that effective 
systems and controls are in place and are being operated to manage all significant 
risks within the financial and business systems operated within the Group.

Assisting the business in fulfilling its corporate governance responsibilities.

Supporting operational management by providing best practice advice on internal 
controls, including practical recommendations to mitigate control weaknesses 
identified during the review process.

Promoting effective control at reasonable cost and assisting management 
generally in the pursuit of value for money (eg by providing practical 
recommendations to improve the efficiency of the financial and business 
processes operated by the business).

Carry out ad-hoc investigations based on any allegations made through the 
Whistleblowing Policy or as requested or directed by the Audit Committee  
and/or executive management.

The sections below on risk illustrate how IA supports the business through driving 
improvements to GVC’s control environment and adding value in core business 
areas in the context of the Group’s risk profile.

The Board, with the support of the Audit Committee, has completed its annual 
review of the effectiveness of the internal system of control, and is satisfied that it is 
robust and in accordance with best practice. In doing so the Directors acknowledge 
that GVC’s system of internal control can only reduce the probability that business 
risks might impede the Company in achieving its objectives, it cannot eliminate 
these risks and can therefore provide only reasonable, not absolute, assurance 
against material misstatement or loss.

How are risks to the business identified?
The Board has overall accountability for ensuring that risk is effectively managed 
across the Group and, on behalf of the Board, the Audit Committee reviews the 
effectiveness of the risk process. Each business area is responsible for identifying, 
assessing and managing the risks in their respective area along working within the 
parameters of IA’s risk assurance guidance facilitating the process. 

IA held a series of meetings and workshops during 2016 to ascertain: 

(i) whether a risk had increased or decreased; 

(ii) whether a risk remained unchanged or had become obsolete; 

(iii)  whether any new risks were now relevant, especially from recent key business 
events and changes; and 

(iv) the probability of a risk materialising and its associated level of impact. 

Given the complexity of the Group’s operations, the risk register remains a 
central repository for management and the Directors to review and oversee 
risk issues effectively.

Risks identified are measured against a defined set of criteria, requiring the 
consideration of the likelihood of an occurrence and the associated potential clean 
EBITDA impact to the Group. The extent to which an event is likely to occur is scored 
from 1-4, 1 being remote i.e. very unlikely to occur and 4 being probable, where 
it has the potential to occur or has already happened. The impact is measured on 
a similar scale, where 1 is low, with limited damage to a minor stakeholder, and 4 
being severe, which causes substantial damage to the company’s reputation with 
many key stakeholders. The product of both scores gives rise to the residual risk 
score that determines the relative importance of the individual risk. 

This information is combined with a consolidated view of the business area risks. 
The top risks (based on likelihood and impact) are migrated onto a risk register, 
which is reviewed periodically by the Group’s senior executive management team, 
ahead of it being submitted to the Audit Committee for consideration and direction. 
In some instances key risks will be escalated to the Board for final decision, 
sometimes with a recommendation from the Audit Committee. 



50

GVC Holdings PLC Annual Report 2016

The table below is an actual extract of the risk register, illustrating 
our approach to evaluating risk:

RISK NO 10.22

AREA Group Finance (Treasury)

MOVEMENT Static

RISK TITLE Exchange rate volatility

RISK VELOCITY MEDIUM

DESCRIPTION The risk that exchange rate losses can occur 
due to extremely rapid shifts in the exchange 
rates due to market volatility

RISK CATEGORY Economic, Financial & Market Risk

EXISTING CONTROLS/ACTION TAKEN 1.  Currencies are held in the required 
currency and there are predefined 
exposure limits on other currencies.

2.  Reporting currencies and functional 
currencies have been aligned, reducing 
the exposure to exchange rate fluctuations 
on reported results.

3.  FX has been removed from the  
Clean EBITDA.

RISK SCORE
Impact

Likelihood

Residual Risk Score

2

3

6

PREVIOUS RISK SCORE
Impact

Likelihood

Residual Risk Score

2

3

6

Risk Action TOLERATE

Action Required Director of treasury to continue to monitor 
exchange rates and ensure that enough 
balances are held in those currencies required

Date Nov-16

Responsible Leadership Member CFO

Responsibility Director of Treasury

Target Date Ongoing

GVC Holdings Risk Management Review Strategy 2016:

MAIN BOARD
Most important risks with the greatest velocity TOP 6

AUDIT COMMITTEE
Risks scored between 12 and 16

40 IN TOTAL

SENIOR EXECUTIVE MANAGEMENT REVIEW
Risks scored between 8 and 16

100 IN TOTAL

BUSINESS UNIT RISK REVIEW
All risks within their area

300 IN TOTAL

How are these risks managed?
To ensure our risk process drives continuous improvement across the business, the 
Internal Audit function monitors the ongoing status and progress of key action plans 
against each risk regularly. In addition, risk appetite and mitigation matters remain a 
key consideration in all strategic decision-making by senior executive management 
and the Board.

The main categories of risk identified currently by this process are as follows: 

Technology – the risk of developing and maintaining product offering 
on proprietary software.

Regulation – the risk that changes outside the control of the Group affect its 
ability to operate and that without compliant systems and processes in place the 
Group could breach regulatory requirements.

Taxation – the risk that the Group incurs increased tax expenditure as a result of 
changes outside of the Group’s control.

Country and currency risk – the risk of adverse foreign exchange movements 
due to countries exiting the Euro.

Impact of Brexit – the risk that the Group’s ability to operate in certain 
EU markets is impeded.

Further details on the Group’s principal risks and actions to mitigate them are 
provided in the Principal Risks section on pages 32 and 33.

Is there a whistleblowing policy?
The Group adopted and published a formal “whistleblowing” procedure by which 
employees can, in confidence, raise concerns about possible improprieties in 
financial or other matters. This procedure is set out in the Group’s employee 
handbooks having first been reviewed and approved by the Audit Committee.

The Group seeks the highest ethical standards in carrying out its various business 
activities, and corrupt practices of any sort will not be tolerated. The Group 
is committed to tackling malpractice and it is the personal responsibility of 
every employee of the Group to manage and reduce the risk of malpractice in 
their business.

The Group actively encourages individuals, where they believe that malpractice has 
taken place, to make protected disclosures either internally to the Audit Committee 
or externally through the outsourced service provider, Expolink. Employees will 
be protected where they have reasonable grounds to believe that their employer, 
another worker or a third party has committed serious malpractice and make a 
disclosure in good faith.

The Group has a written policy available to all employees on the Group’s intranet 
and approved by the Audit Committee, which sets out the type of disclosure which 
is protected and also specifies to whom disclosures should be made and the 
process that will be followed. 

The Audit Committee is satisfied that robust and appropriate arrangements are in 
place for the proportionate and independent investigation of such matters and for 
appropriate follow-up action.

Stephen Morana  
Chairman of the Audit Committee

23 March 2017
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