
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; and

privacy and data protection.

The terms of reference for the Audit Committee are available on GVC’s 
corporate website at:

https://gvc-plc.com/wp-content/uploads/2017/07/ 
Audit-Committee-tor.pdf

How many times did the Audit Committee 
meet in 2017?
The Audit Committee met in March and September in 2017 and 
attendance was as followed:

Director

Attendance and total number 
of meetings to which the Director 

was entitled to attend

Stephen Morana 2/2

Karl Diacono 2/2

Peter Isola 1/1

Will Whitehorn 1/1

The Audit Committee was also scheduled to meet in December 2017, 
however the meeting was cancelled owing to the Board’s negotiations 
to acquire Ladbrokes Coral Group plc. The Audit Committee members 
instead had a telephone meeting in December with the external 
auditors, CFO, Internal Audit Executive and Company Secretary to 
review the plan for the audit of the 2017 annual results. 

The Company Secretary attends all Audit Committee meetings to take 
the minutes and advise the Directors where required. The Internal Audit 
Executive and external auditor also attend every Audit Committee 
meeting and during the year the Audit Committee did 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 are the members?
STEPHEN MORANA – CHAIRMAN
KARL DIACONO
PETER ISOLA (STEPPED DOWN 20 JUNE 2017)
WILL WHITEHORN (APPOINTED 20 JUNE 2017)

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 Holdings PLC’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 Group’s policy 
on the provision of non-audit services by the external auditor.

Considers and makes recommendations to the Board about 
the appointments of the internal audit executive and 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 and risk 
management 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.

Assess and reports on the Group’s viability in line with the 
UK Code requirements, prior to being submitted to the Board 
for approval. 
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Who is responsible for the preparation of the 
GVC financial statements?

The Board is ultimately responsible for presenting a fair, balanced and 
understandable assessment of 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 
with the Chairman of the 
Board and the Chairmen 
of the various Board 
Committees, prepares 
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 disclosure 
where appropriate.

AUDITOR SIGN-OFF

External auditors carry out final report 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 2017, the Company has followed 
the process detailed above. In doing so the Directors confirm that 
they have reviewed the complete 2017 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 
2017 financial statements and how were 
these addressed?
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
During the year, the GVC Group completed the acquisition of Cozy 
Games and acquired the majority of the trade and assets of Zatrix, as 
explained in note 28 to the financial statements. 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 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
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 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, which also form part of the Group’s viability statement 
as presented on page 35. 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.
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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, 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, with 
special focus applied on the tax audit assessment from the Greek 
Audit Centre for Large Enterprises. 

Legal and tax advice was received from the Group’s Greek professional 
advisers and this sets out that the Group’s subsidiary has strong 
grounds to appeal the Assessment and it will, therefore, file an appeal. 
In the interim, to enable the Group’s subsidiary to continue to trade 
normally, it intends to enter into a payment scheme with the relevant 
authority whereby funds are paid to that authority and held on account 
(subject to agreement with that authority) of approximately €7.8m 
a month over the next 24 months. The Board strongly disputes the 
basis of the Assessment calculation, believing the assessed quantum 
to be widely exaggerated and is confident in the grounds of appeal. 
Until those proceedings can advance further, the Directors do not feel 
that it is appropriate to estimate what potential liability may arise.

As there have been no material developments with the other 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 2018, 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 
management process 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 
reviewed and adopted the Group’s UK Tax statement (available on: 
http://www.gvc-plc.com/archive/UK_Tax_Statement.pdf) and a new 
Anti-Tax Evasion Policy in line with the changing tax environment. 
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.

Derivative Financial Instruments
During 2017 the Group has entered into a marketing services 
agreement with its principal offline tournament partner with the 
purpose of organising and promoting series of live poker events under 
the PartyPoker Live brand to look to increase traffic to partypoker.com.

As part of entering into this agreement the company has entered 
into a put and call arrangement in respect of the entire issued share 
capital of the company set up by its offline partner dedicated to 
this agreement, which is exercisable by the Group or its partner on 
completion of the 5 year agreement. 

The Audit Committee reviewed the valuations and working models to 
arrive at the value of the options. A range of scenarios were considered 
for the EBITDA of the business based on a balance of likely outcomes 
considering that there is a high range of potential pay outs, depending 
on the business growth of partypoker.

The Audit Committee have satisfied themselves that the put option 
has been valued appropriately as disclosed in note 12 to the 
financial statements.

Who are the external auditors and how 
long have they been appointed?
During the year ended 31 December 2017, 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 
appointed after running an external audit tender process in the first 
half of 2017.

Grant Thornton UK LLP were originally appointed in 2010 just after 
the Company’s 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 2017 AGM with 97% of 
the votes cast voted in favour of the re-appointment. A resolution will 
be proposed at the 2018 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 auditor has 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, the EU Regulation and the 
timing of the audit partner rotation, the Board decided on the 
recommendation from the Audit Committee to bring forward the 
external audit tender into 2017. The conclusion of the audit tender 
process has been put on hold until after the completion of GVC’s 
acquisition of Ladbrokes Coral. 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 follow the above mentioned recommendations 
and regulation. 
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How was the audit tender process performed? 
In June 2017, having considered proposed changes to the UK 
Corporate Governance Code and the recommendations of the 
Financial Reporting Council, the Company announced its intention to 
put the external audit engagement for the 2017 financial year out to 
tender. The process the Company followed is outlined below.

RFP development A request for proposal document was 
developed following consultation between 
the chairman of the Audit Committee and 
the Chief Financial Officer and distributed 
to four audit firms in May 2017.

Expressions of interest received Having received the request for proposal 
document, each of the participant 
audit firms completed a confidentiality 
undertaking and a conflict of interest 
declaration and affirmed its intention 
to respond.

Preliminary meetings A preliminary meeting was held with 
each of the participants.

Data room access Access was then granted to historic 
information held within an externally hosted 
virtual data room throughout June 2017.

Meetings with GVC 
senior management

A series of meetings and conference calls 
were held during June-July 2017 between 
the participant audit firms and members 
of the Group finance leadership team, 
company secretariat and other members 
of management in order to supplement the 
data room material.

Written proposals A written response to the request for 
proposal was received from participant 
audit firms in early July 2017 together 
with a preliminary indication of the 
firms’ independence to act as the 
Group’s auditor.

Evaluation and assessment 
of the proposals

During July 2017, these proposals were 
assessed and scored against the Group’s 
weighted evaluation criteria by the Group 
Finance Director, the Group CFO and the 
Chairman of the Audit Committee.

High-level meetings During July 2017, additional meetings were 
held between participant audit firms and 
the chairman of the Audit Committee and, 
separately, the Chief Financial Officer.

Presentations At the end of July 2017, participant 
audit firms made a final presentation of 
their overall proposals – and confirmed 
their independence to act as the 
Group’s auditor.

Recommendation to the Board 
by the Audit Committee

In light of the discussions to acquire 
Ladbrokes Coral, the Audit Committee put 
a final decision on the external audit of the 
Company on hold, but recommended to 
the Board that Grant Thornton UK LLP be 
selected as the Group’s external auditor for 
the 2017 financial year.

Board decision The Board accepted the 
Committee’s recommendation 
at its September 2017 meeting.

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; and 

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 2017?
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 2017, 
the total non-audit fees as a percentage of the audit fees paid to the 
external auditors was 9.2%.

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 2017, the 
total fees paid to the external auditors in respect of due diligence for 
acquisitions was €1.92m.

The Company has previously adopted a policy on external auditor 
independence to help ensure the independence of the current external 
auditors is not compromised.
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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 (e.g. by 
providing practical recommendations to improve the efficiency of 
the financial and business processes operated by the business); and

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 on risk management outlined on pages 34 to 37 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.

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 Company seeks the highest ethical standards in carrying out its 
various business activities, and corrupt practices of any sort will not be 
tolerated. The Company 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 Company 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
8 March 2018
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