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• Unibet is one of the largest online gambling operators in

the Nordic market with over 350,000 registered

customers worldwide at 31 December 2004.

• Unibet offers a comprehensive range of online gambling

products, such as sports betting, live betting, online

casino and poker products through the Group’s website

www.unibet.com.

• The customer base spans more than 100 countries.

• Unibet is listed on Stockholmsbörsen’s O-list, Attract 40

segment.

• Unibet’s betting activities are licensed in the UK and in

Malta.

• Unibet had 109 employees at the year end, of which

38 were based in the UK, 40 in Malta and 31 in other

European countries.

This document is the English original. In the event of any dis-
crepancy between the original English document and the
Swedish translation, the English original shall prevail.



Highlights 2004

• Unibet presents its first Annual Report, in accordance with

International Financial Reporting Standards.

• Revenue for 2004 amounted to GBP 212 million (2003: GBP 144 

million), reflecting a full year of casino results and the launch of poker

in September 2004.

• Profit after tax for 2004 was GBP 8.9 million (2003: GBP 2.9 million).

• Earnings per share for 2004 were GBP 1.482 (2003: GBP 0.518).

• Strong positive cashflow for the year of GBP 19.8 million (2003: GBP

3.7 million).

• The Board proposes a dividend of SEK 9 per ordinary share/SDR.
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FINANCIAL OVERVIEW 2004 2003 2002 2001

Revenue, MGBP 212.0 143.5 102.1 52.7

Gross Winnings, MGBP 24.8 13.0 9.5 2.8

Gross Profit, MGBP 24.0 12.0 9.0 2.6

Gross Profit, % 11.3 8.4 8.8 4.9

Profit from operations, MGBP 11.9 3.8 1.2 –1.5

Profit from operations, % 5.6 2.6 1.2 –2.9

Profit after tax, MGBP 8.9 2.9 1.1 –1.6

Profit after tax, % 4.2 2.0 1.1 –3.0

Registered customers 351,000 256,000 176,000 58,000

Active customers 79,655 64,199 49,678 27,691

QUARTERLY FIGURES FOR 2004:

GBP 000 Q1 Q2 Q3 Q4 Total

Revenue 43,875 48,851 52,143 67,154 212,023

Gross winnings 5,237 5,190 6,062 8,275 24,764

Administrative expenses marketing 700 1,000 700 1,800 4,200

salaries 700 1,000 1,000 1,027 3,727

other 724 1,035 897 1,538 4,195

sub-total 2,124 3,035 2,597 4,365 12,121

Profit after tax 2,053 1,444 2,277 3,077 8,851

EPS 0.185 0.249 0.364 0.491 1.482

GW margins % 11.9 10.6 11.6 12.3 11.7

Unaudited
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Message from the CEO: By players, for players

Record turnover, record profits, new products and new
markets. Add a successfully executed IPO and an even
stronger brand, and you’ve got 2004 in a nutshell. The
figures speak for themselves. Gross winnings, the most
important performance indicator, soared by 90 per cent to
almost GBP 25 million. Another encouraging sign is that
our strong performance is not due to any single product or
market. We have made progress across the board. The
whole team is going forward and no one is offside!

Euro 2004 saw the eclipse of several records. For the first
time, daily turnover topped GBP 1 million. In a single day
22,000 customers placed a total of 92,000 bets. And on 3
October turnover reached a new record, GBP 2.1 million.
These new records show that our systems are designed to cope
with high levels of traffic.

Poker has become a huge success. Just two months after
the launch we had over 50,000 customers. The poker network
that Unibet is building together with a number of partners is
now the ninth largest in the world and is growing faster than
the market as a whole. Poker and casino products make Unibet
less sensitive to seasonal variations and also constitute a risk-
free source of revenue.

There is still a lot to do to increase awareness of Unibet
and strengthen the Unibet brand, but a big step was taken in
2004.

The IPO gave us access to the stock market. It also gave us
enormous publicity. In just a few weeks public awareness of
Unibet increased in an almost unbelievable way in Sweden.
This increased awareness has not only made us better known;
we have also attained an entirely new level of public accept-
ance. The public is now giving us more support in our fight for
the right to market ourselves.

Now we are taking the next step. We are going to become
well known outside the Nordic region too, in the rest of

Europe. First of all in Germany, Poland and Italy, but the
whole of Europe is in line. 

As Unibet moves on to a new phase, I have decided to
leave the company after five intensive years. It gives me great
satisfaction to be able to hand over a “good hand” to my suc-
cessor.

More professional than others
In 2004 we strengthened our organisation by recruiting a num-
ber of new staff. We are constantly on the look-out for people
who can give us that extra edge over the competition. It is a
tall order, but a crucial task for a company whose business is
heavily dependent on the skills of its staff. But this means that
we are gradually becoming better. Better than our competitors
and better for our players. Hopefully, it will also mean that our
shares turn into the best ever investment for our shareholders!

We have built a strong marketing division and strength-
ened our odds compilation function with a trading division.
These are some of our key functions.

Publicity is crucial to the task of raising awareness about
Unibet. The past year saw many examples of this. Through
creativity and active customer communication, we can
achieve success in selling our products. We are becoming
more sales-oriented, and have launched a series of specific
sales projects, which underpin our marketing activities. We
need to find new customers of course, but we also need to
encourage both our new and old customers to become more
active.

By players, for players
Sometimes I can’t help boasting that we have the best odds
compilers in Europe, if not the world. They are a group of
skilled mathematicians and statisticians with a burning inter-
est in sport. Unibet is “for players, by players”. We also take
intentional positions in sports betting. Sometimes the trading
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division reduces our risk exposure to a particular game, some-
times they increase it.

Strong growth
Growth rates, both for Unibet and for the online gambling
market as a whole, are very high. The main reason is of course
increasing Internet usage. Online gambling is simple and con-
venient. Yet despite the strong performance of the last few
years, I believe we are still only at the beginning of a journey
that will see online providers take over the lion’s share of the
gambling market. If I am right, this means that the potential
market is very large.

New launches
Access to capital and strong cash flows has improved our abil-
ity to enter new markets and develop new gambling platforms.
In November 2003 we launched our online Casino, where we
now offer 21 different products, including Roulette and Black
Jack. In April 2004 we introduced Supertoto, a new European
betting pool with matches from major international football
leagues. In early 2005 the coupon was supplemented with ten-
nis betting. Poker is very much in vogue at the moment, and in
September last year we opened our online poker rooms, where
players can choose between a wide range of traditional and
local variants of the game. You can also play in your own lan-
guage – and you can play for euros.

Mobile platform
A few days ago we launched the first version of our mobile
platform. Customers can now display the same image they
have on their computer screen on their mobile, and can place
bets at any time. They are literally carrying their own Unibet-
linked gambling terminal in their pocket! It is my belief that in
a few years’ time, a majority of all online gambling will be via
mobile phones.

Want to take a gamble?
People have been gambling and placing bets for thousands of
years. People play for the sake of entertainment, not just to get
rich. Few people can support themselves on gambling! As I
see it, placing a bet is first and foremost a form of entertain-
ment, or a way of getting more out of other forms of entertain-
ment; a football match, for instance. At Unibet most players
place relatively small bets, which form part of the household’s
entertainment budget. It could be argued, therefore, that we
are actually in the entertainment industry rather than the gam-
bling industry.

Demonopolisation, not deregulation
In most countries this form of entertainment is regulated by
public authorities. That is good. We support the idea of a
licensing system and the principle of equal fees for all. We
also welcome regulation. But we believe that countries which
do not allow free competition are attempting to build walls in
a world that is becoming increasingly open. The United King-
dom is encouraging companies offering online gambling serv-
ices to set up shop in its territory, but other countries are fight-
ing by various means, such as a ban on marketing, to retain
some form of monopoly system. This has led to a number of
court cases, which are currently being heard in European
courts. 

Our key asset – trust
Unibet has a strong balance sheet. But the figures do not show
our most important asset – the trust of the public.

The past year has of course been a boost to our confidence.
But confidence is not enough. To continue to grow and gener-
ate strong profits, we also need trust – from our customers, our
shareholders and our employees. Looking back at our
achievements in 2004, I believe we have this trust, and that
this puts us in a very strong position for the future. A position
that we will make the most of.

London 24 March 2005

Pontus Lesse

“The whole team is going forward and no

one is offside!”



Business Concept, Aims and Strategies

Business Concept
Unibet’s business concept is to be a reliable provider operat-
ing in the online gambling market, building value by deliver-
ing entertaining gambling products with an excellent service.

Aims
Unibet’s business aim is to become one of the major players in
the European market for online gambling. The financial aim is
for gambling profits to increase by at least the same rate as
market growth for online gambling and for at least 50 per cent
of this increase to directly improve the operating result.

Strategies
Unibet has a leading position in the Nordic market for online
gambling. Poland and Italy are also important markets. Uni-
bet’s strategies to expand activities and achieve the business
and financial aims are:
•  Enter into more markets within Europe, historically charac-

terised by monopolies and a strong gambling culture, where
there is also high internet penetration. 

•  Create a strong position in the market for sport betting by
offering better odds on major events, particularly within
domestic sports.

•  Offer a wide range of new gambling products, for example
casino and poker, to existing and new customers, reducing
dependence on sports betting.

•  Develop new distribution methods, for example mobile
applications. 

•  Prioritise organic growth.

The business model has proved successful to date both in
attracting new customers and retaining existing customers. 

Strengths
Brand
Unibet is a well-known brand among online gamblers, partic-
ularly in the Nordic countries. The Group’s reputation as an
established provider of online gambling is of great importance
to activities, as many customers feel safer when they gamble
with a well-established, known, reputable and reliable
provider. 

Leading Position in the Nordic Countries
Unibet has a leading position in the Nordic countries among
privately-owned providers of online gambling. This gives the
Group strength and opportunities to invest in new products
and a wider range of events that are tailored to Unibet’s prior-
ity markets and designed to attract new customers. Unibet’s

large customer base, and successful results to date, are a com-
petitive advantage that makes it possible for Unibet to spread
fixed costs over a wider customer base and offer competitive
odds on sporting events. In turn, this means that customers can
be offered a more entertaining gambling experience. 

Risk Management and Odds Compilation
Unibet’s gaming department is divided into two teams, a team
of analysts responsible for odds compiling and a risk manage-
ment team. The task of the odds compilers is to estimate the
probabilities and set odds on various outcomes for a wide
range of events. The task of the risk managers is to manage the
risk level in the betting activities as a whole. Unibet has a risk
policy for each individual sport and/or league, and type of bet,
all depending on the customer profile. These policies consti-
tute strictly controlled guidelines for the risks the Group is
willing to accept.

Customer Service
An important factor determining the ability to attract and
retain customers is the customer service which Unibet offers.
Unibet’s customer service centre is open 24 hours a day, seven
days a week. As our customers are located in many different
countries, we have multilingual employees who can help cus-
tomers in their own language.

Cost per Transaction
Unibet’s cost for each new game is negligible. This means that
the Group can offer competitive odds and offers, and thus cre-
ate a first-class gambling experience.

Marketing
Unibet’s database is an excellent source of customer informa-
tion as it contains information on customers’ activities and
gambling habits. Unibet uses the information in the database
to tailor marketing to different regions and countries and also
to individual customers.

IT Infrastructure
As the gaming application is of critical importance to the busi-
ness, Unibet has taken extensive measures to counter any
interruptions. All servers are duplicated to avoid disruption to
the service. If one server stops working, another automatically
takes over. Unibet has also created a backup recovery site, in a
separate country. In the event of a disaster, this site takes over
as the main site from Malta and/or London without any trans-
actions being lost.
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Risks

The activities of an online-based gambling company such
as Unibet are associated with several different risks. The
Group has implemented a number of procedures to iden-
tify and manage them. Unibet divides the risks into the
following categories:

Market Risk
This is the risk of Unibet losing money on its activities as a
consequence of unfavourable outcomes of the events, on
which the Group offers odds. Unibet has adopted special
guidelines for risk management, which regulate the size of
risk Unibet can accept on various events. Each sport, game or
event on which odds are offered has a maximum risk level. By
means of diversification, the risk is spread over a large number
of events and sports.

The managers of the odds compilers and risk management
activities are responsible for continuously monitoring Uni-
bet’s market risk. They are also responsible for providing
guidance to the odds compilers and risk managers on suitable
levels of risk for certain events. Independent personnel carry
out random checks on the risk limits for the various leagues.

Operating Risk
This is the risk of Unibet losing money as a consequence of
errors by individuals, for example mistakes made by the odds
compilers. The Group has introduced a number of internal
control procedures to monitor and discover mistakes that are
made as a consequence of operating errors or on account of
human error.

Credit Risk
No customers are offered credit by Unibet.

Customer-specific Risk
The risk of Unibet losing money to
customers who are exceptionally
successful is called the customer-spe-
cific risk. Unibet has introduced three
different types of customer limit:
•  Each event on which Unibet sets odds

has a limit for how much an individual
customer may win. These limits vary
depending on the event and may also be
changed over time.

•  It is also possible to set a limit for a combination of bets.
This limit is normally higher than for a single bet.

•  Each customer has a personal limit indicating the maximum
bet that may be placed on a single game. 

Employee Risk
Unibet’s employees are not entitled to gamble by using Unibet
in any way, either for their own account or via third parties.

Technical Risks
Unibet’s activities depend to a high degree on information
systems and technology. Disruption to the Internet caused by,
for example, viruses, attacks by hackers, illegal access
attempts or reduced accessibility as a consequence of reduced
capacity all affect business activities. Like a number of other
providers of online gambling, Unibet has experienced disrup-
tion to its site caused by unidentified third parties in the form
of DDoS attacks. This disruption means that it takes longer for
customers to access the site. Unibet works continuously to
reduce the risk of such attacks.

The secure transfer of confidential information via the Inter-
net and the security of Unibet’s system in general are essential
for on-going business activities. The Group relies on licensed
encryption and authentication systems for the secure transfer of
confidential information such as credit card numbers.

Deposits and Withdrawals
All customers who gamble with Unibet must first register by
opening an account with Unibet and making a deposit.

Deposits may be made with a debit
card or credit card, by cash deposit
or by bank transfer, either to a bank
or via the Internet. Customers can
start to gamble as soon as they
have made a deposit.

Payments to customers are
subject to a strict control
system. A request for pay-
ment may only be carried
out if certain criteria are
met and it is confirmed
that the deposit made
is genuine, and has
been received. In
addition, a number
of other controls
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Unibet launched a one-month advertising
campaign challenging the Danish gambling
monopoly.



are carried out to reduce the risk of fraud. Payments to cus-
tomers take place by bank transfer from one of Unibet’s inter-
national bank networks in the requested currency and directly
to the bank account specified by the customer. The Group has
accounts at many major banks within the EU.

Fraud and Money Laundering
Each person who wants to open an account with Unibet must,
in accordance with the Group’s account opening routines, pro-
vide detailed personal information. All deposits and payments
are made via banks, and Unibet has introduced internal rou-
tines to detect and manage suspicious transactions. Unibet has
a special group of employees who work on security and fraud
issues. A warning is generated and forwarded to the group
when a deposit exceeds a certain amount. This also happens in
other cases when certain limits are exceeded.

Legal Situation
The gambling industry is strictly regulated. In general,
authorities in various jurisdictions have decided to either pro-
hibit gambling, limit it by introducing a monopoly or permit it
under licence in a way that makes it possible to regulate and
tax activities. Unibet’s gaming activities take place under a
Remote Gaming License issued in Malta and a Bookmaker’s
Permit in the United Kingdom. Unlike the protectionist meas-
ures taken in some European countries, the United Kingdom
has aimed for liberalisation in combination with stricter con-
trol of gambling companies.

The use of the Internet has grown rapidly in
the last 5–10 years, but in many countries regu-
lations relating to gambling have not yet been
adapted to the particular circumstances to
which the Internet has given rise. Malta’s leg-
islation regulates online sport and casino
games. The legislation is based on the corre-
sponding laws in the United Kingdom, but
takes into account the growing online gam-
bling sector, by means of mandatory
scrutiny of licensees’ internal control
routines.

In 2003, the EU Court of Justice deliv-
ered a judgement in a gambling-related
case, the so-called Gambelli case. The

Court of Justice found that the only grounds a country could
invoke for limiting the EU principle of freedom of movement
of services are when this is justified by basic national interests
such as public health, security or other public interests. Unibet
considers that this judgement calls into question the monopoly
systems that many governments in Europe have introduced.
The company has therefore taken legal action against the
Swedish State to examine this view via a civil case. The
Swedish State contests the writ. Oral representations of the
case first took place on 26 October 2004.

In October 2004, the Swedish Supreme Administrative
Court (Regeringsrätten) delivered judgement in two adminis-
trative cases from 1998 regarding the provision of gambling.
The Swedish Supreme Administrative Court found that the
Swedish lottery legislation, which is primarily intended to
protect the individual and society and steer profits to public
ends, does not contravene EU law.

The Norwegian State was reported to the ESA Commis-
sion by a private gambling operator. In a letter to the Norwe-
gian State, the ESA Commission stated that it considers that
the Norwegian Lottery Act constitutes an obstacle to freedom
of movement and freedom of establishment for gaming
machines and that this contravenes the EEA Agreement. The
Commission did not accept the Norwegian State’s reasons for
the monopoly legislation. In a provisional ruling, Oslo City
Court (Oslo Byrett) prohibited the Norwegian State from
applying the legislation pending the final judgement. In a let-
ter to the Swedish State, the EU Commission stated that it also
considers that the Swedish Lottery Act constitutes an obstacle

to freedom of movement and freedom of establish-
ment for gaming machines and

that this contravenes
the EU Treaty. 

As well as in Swe-
den and Norway, the
gaming monopoly has
been called into question
in various ways in Den-
mark, Finland, the
Netherlands and Germany.
See also the section on the
position of the legal situa-
tion on page 18.

|
RI

S
KS

|
U

N
IB

ET
 A

N
N

U
AL

RE
PO

RT
 2

00
4

6

Recently, in Sweden, Unibet decided to
focus on opinion-shaping advertising.



Financial goals

Unibet has a number of financial goals as described below.
These goals are unchanged compared with the Prospectus
published in May 2004 in connection with the listing on
Stockholmsbörsen.

Sports betting
Gross Winnings growth
Unibet’s Gross Winnings have grown significantly over the
last three years. From GBP 2.8 million in 2001 to GBP 9.5
million in 2002 and GBP 13.0 million in 2003. In  2004 the
Gross winnings were GBP 24.8 million. A long-term objective
is to continue to grow Unibet’s Gross Winnings at a rate at
least in line with the online market growth in the priority
markets.

Gross Winnings Margin
Unibet has reported a yearly Gross Winnings margin averag-
ing 8.1 per cent during the years of 2000 to 2004. The long-
term objective is to continue to have a Gross Winnings margin
at least in line with the market for online gambling.

Gross Winnings’ impact on profit from operations
Unibet aims to run a cost-efficient business. Thus, it is an
objective that at least 50 per cent of the increase in Gross Win-
nings shall improve profit from operations. Gross Winnings
for 2004 were GBP 24.8, an increase over 2003 of GBP 11.8
million. Profit from operations increased from GBP 3.8 mil-
lion to GBP 11.9 million, representing 69 per cent of the
increase in Gross Winnings.

Non-sports betting
On products other than sports betting, at present online casino
and poker products, turnover is recorded as the money placed
by customers less the money paid back to them, less any trans-
action costs. Gross Winnings equal turnover.

The Group launched the online casino in November 2003
and online poker in September 2004. The Board of Directors
considers it to be too early to state any financial objectives for
non-sports betting products in respect of growth of turnover or
Gross Winnings at this stage. 

Cash position and indebtedness
At present, the Group does not carry any interest-bearing debt
on the balance sheet and has no current intention to use any
loan facilities. 

The Group is using the funds raised in the IPO for general
expansion purposes, which includes developing its business in
new European markets, developing new product offerings and
platforms (in particular in the area of mobile gaming) and
improving the quality of the systems on which the business
depends. 

The Group will continue to evaluate acquisition or co-
operation opportunities if it believes that these could be value-
enhancing.

The cash resources might be needed for various future
demands. One possibility is that there may be particular regu-
latory requirements to hold, in full, funds totalling the  same
amount as customer balances. These will have to be held in
separate bank accounts. Another possibility is the need to pro-
vide cash security to maintain on-going credit card facilities. 

Dividend policy
It is the intention that the Company will pay a dividend of
approximately 50 per cent of the Group’s net income after tax
to the shareholders, provided that other financial objectives
are met and an appropriate capital structure is maintained. 

The Board of Directors has decided to propose a dividend
of SEK 9 per ordinary share to be paid to the holders of
ordinary shares and SDRs.
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Market overview

The global gambling market can be divided into online
gambling and off-line gambling. Online gambling is pri-
marily carried out over the Internet, but also includes gam-
bling via mobile phones and digital TV. Off-line gambling
means gambling in a physical location, e.g. a betting shop
or a casino.

Gambling can be divided into Games of Skill (Sports
betting, Horse racing, Poker, etc.) in which the customer
can benefit from having a certain degree of knowledge and
Games of Chance (Roulette, Black Jack, Slot machines,
Lotto, Bingo, etc.).

Average gambling spend per adult in USD in 2003

1 Australia 4,530
2 Japan 2,639
3 Singapore 2,230
4 Luxembourg 2,112
5 New Zealand 2,033
6 Hong Kong 1,547
7 USA 1,476
8 Canada 1,423
9 Denmark 1,368
10 United Kingdom 1,293
11 Norway 1,260
12 Ireland 1,244
13 Lebanon 1,163
14 Sweden 960

Source: Global Betting and Gaming Consultants GBGC

Global online gambling
The rapid growth in Internet penetration has fuelled signifi-
cant growth in online gambling. However, estimates of the
size of the online gambling market vary. Due to the difficulty
of obtaining official statistics, it is necessary to use estimates
based on industry reports, annual reports and websites as well
as data provided by national gaming boards. Estimates have
then been benchmarked against other secondary research,
such as company reports, the financial press or market intelli-
gence reports. 

Sports betting has been the driver of online gambling and
accounts for approximately 40 per cent of the market. How-
ever, other products such as casinos, lotteries and above all
poker are now expanding into online distribution channels.
Poker has grown most rapidly in the United States, but in 2004
poker gambling has taken off also in Europe. The main factor
behind the dramatic increase in interest in poker is the tele-
vised poker tournaments. Pokerpulse.com is a website which
monitors the 20 largest online poker networks in the world.
Unibet’s B2B network is ranked number 9 in the world.

Drivers
The key drivers for growth of online gambling are a combina-
tion of a strong gambling culture, technological change and
entertainment value:

Strong gambling culture
• In countries with de facto monopolies that have a dominant

position in their home market and have invested heavily in
marketing, there is a well-developed gambling culture.

• The gambling monopolies and online gambling operators
are driving the development and launch of new products to
capture new customer segments.

Technological change
• Cross-border service delivery at low cost is opening up mar-

kets which were previously protected by state-regulated
monopolies or dominant local operators.

• The accessibility of new gambling distribution methods,
such as the Internet and mobile phones, results in new
groups of customers.

• New technology and increased Internet broadband penetra-
tion increases entertainment value and opens up the possi-
bility of developing new services, such as live betting.
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GLOBAL ONLINE GAMBLING
Estimated turnover, USD billion

Source: Christiansen Capital Advisors/River City Group,
December 2004.
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Source: Christiansen Capital Advisors/River City Group,
December 2004.

Sport 3.69 $Others 0.89 $

Casino 3.09 $Lottery 2.19 $



Entertainment value
• The growth in televised sports events and poker tourna-

ments as well as general interest in sports are increasing the
demand for betting.

• Betting as an entertainment form is gaining greater social
acceptance.

• There is increasing global interest in high-profile football.
International gamblers share a passion for the high-profile
teams from England, Spain and Italy.

Unibet’s markets
Unibet’s key markets are the Nordic countries as well as certain
European markets with gambling monopolies. The main reason
for selecting these markets has been a strong gambling culture
in those countries coupled with high Internet penetration. 

The Nordic region
Each of the Nordic countries has a similar gambling market.
The market is dominated by a state monopoly, which also
drives the development of the industry. 

Other European countries
Further deregulation and new channels provided by the Inter-
net, mobile phones and digital TV will drive continued growth
in the European market. However, as each European country
has developed its own attitudes, preferences and regulatory
framework regarding gambling, the region cannot be viewed
as homogenous. In Germany, the regional lottery organisa-
tions have recently moved into sports betting and launched an
online service, the German sports pool operator Oddset. Italy
has a well-developed gambling market where lotto and toto
games are widely popular. Sports betting has been available in
France for a few years and Spain also has plans to introduce
sports betting.

Special trading
Unibet is also involved in Special trading which includes tak-
ing active positions, hedging and proprietary trading.
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Unibet’s ability to market its brand and products in the
company’s main markets is highly limited. The same
applies to specific campaigns. The legal interpretations
made, and our business partners’ willingness to test lim-
its, varied during the course of 2004 and differed from one
country to another. Despite this, Unibet achieved expo-
sure through most marketing channels in 2004. Unibet
acts swiftly to use opportunities to reach new customers
when such opportunities arise. 

Unibet’s main marketing channel has been to act as presenter
for programmes on TV channels which broadcast from the
UK and are therefore subject to UK law.

In all communication activities the key marketing mes-
sage, which may be more or less explicit, is “UNIBET By
players, for players”. 

Market intelligence
In 2004, Unibet invested significant effort into increasing its
knowledge about the customers and their behaviour. The
objective is to optimise the performance of marketing efforts
aimed at existing customers. Unibet measures the effective-

ness of campaigns on a regular basis and conducts brand sur-
veys in several countries. Other monitoring activities include
competitor analyses and surveys of customer attitudes to the
gaming market.

Customers in more than 100 countries
The website is available in 12 languages and Unibet has cus-
tomers in more than 100 countries. In order to provide inter-
esting information and exciting and relevant offers, Unibet
uses different marketing criteria for different groups of cus-
tomers. Nationality, activity frequency, gaming behaviour and
product choice are some of the parameters used to determine
the type of marketing activity used for existing customers. 

Public Relations
Unibet received a lot of media attention in Sweden and neigh-
bouring countries in 2004. Interest focused on Unibet’s legal
action against the Swedish State and the company’s IPO on
the Stockholm Stock Exchange (Stockholmsbörsen). 

To communicate with customers and potential customers,
Unibet also uses exciting sports odds, special odds for major
events (e.g. royal weddings and births), IQ competitions, tele-

Marketing activities
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Examples of recent advertising campaigns.

Unibet offered fixed odds on trotting and launched a new product,
“platsspel på 4:an”.



vised talent hunts and winners of international prizes. In Swe-
den the company repeated the local “Unibet 2nd” campaign,
which draws attention to the best footballers in the Swedish
second division. In Denmark our decision to offer odds on
whether Queen Margrethe would shed a tear in public at her
son’s wedding attracted massive media attention. 

Promotions
Unibet continuously conducts local campaigns in different
countries, and in addition the company also ran a number of
international campaigns in 2004. Several channels were
employed, including the Internet, radio, direct marketing and
Unibet’s website, www.unibet.com.

“Euro bonus” during the Euro 2004 football champion-
ships proved extremely popular. Bets placed on matches gen-
erated points for the customers, which in turn led to extra
money on their account. If the bet won, this would generate
even more points.

CRM
Customer Relationship Management is about taking good
care of customers, meeting their needs and creating a close
customer relationship. Unibet uses two main channels to build
this relationship: the company’s website and e-mail.

The Unibet website
Unibet puts great effort into generating quality content for its
website, which is the company’s main contact point with its
customers. It should be easy to find what you are looking for,
and customers should like what they see. The website should
have an appealing design, and customers should be able to
read interesting articles and get useful betting tips. Customers
should also be offered a steady flow of creative and entertain-
ing campaigns, such as bonuses, “recruit a friend” campaigns,
competitions and other special offers. 

E-mail
Unibet also communicates with its customers via e-mail. In
2004 the company sent an average of one million e-mails per
month. The content ranged from sports information, betting
tips and product launches to various campaigns and special
offers. E-mail dispatches are planned months in advance but
the schedule is constantly updated. The dispatches are planned
in such a way that the amount of e-mail sent to each individual
is sufficient to retain the customer’s interest but not so large
that it creates an impression of being bombarded. As customer
interests differ from one country to another, the messages
require careful planning.
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Communicating with customers via e-mail

Unibet website homepage

Internet banner advertisement



Unibet’s most important markets are countries with a
strong gambling monopoly. These monopolies have con-
tributed to teaching customers how gambling works and
have thus created a “gambling culture”.

The margins of a gambling monopoly are usually above the
average for private gambling companies in de-monopolised
markets. This allows online companies to capture market
share by offering competitive odds and products.

Important Competitors
State Gambling Monopolies
The Group’s biggest competitors in the most important mar-
kets are the State gambling monopolies.

Country Company Gross turnover 2003 FY MGBP

Denmark Dansk Tipstjeneste 840

Finland FinToto 114

RAY 398

Veikkaus 795

Norway Norsk Tipping 774

RiksToto 210

Sweden ATG 810

Svenska Spel 1,522

Italy Monopoli di Stato 15,778

Germany Deutscher Lotto- und Totoblock 5,660

Source: Company reports

Competing Online Companies
There are currently between 250 and 300 licensed gambling
companies offering products on approximately 1,800
gambling, casino and lottery websites. Unibet’s main com-
petitors are large international gambling companies with
online services operating in the same markets as Unibet. Some

of these companies also have physical gambling shops or
gambling agents as well as online services.

Paddy Power
Paddy Power is Ireland’s biggest gambling company and is
listed on both the London Stock Exchange and the Irish Stock
Exchange. In addition to sports games, Paddy Power also
offers casino, poker and lotteries, all primarily addressing the
UK market.

BETandWIN
BETandWIN.com Interactive Entertainment AG was formed
in December 1997 and is based in Austria. The company has
been listed on the Stock Exchange in Vienna since 2000 and
has gambling licences in Gibraltar and Germany. The main
markets are continental Europe and South-eastern Europe.
BETandWIN offers betting on sports, casino and poker.

Ladbrokes
Ladbrokes Ltd is based in the United Kingdom and is a sub-
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sidiary of Hilton Group Plc, which is listed on the London
Stock Exchange. Ladbrokes is one of the world’s biggest bet-
ting companies. Its main markets are the United Kingdom,
Ireland and the Far East. The company offers betting on
sports, casino and poker.

William Hill
William Hill was formed in 1934 and is listed on the London
Stock Exchange. William Hill offers betting on sports, casino
and poker.

Sportingbet
Sportingbet.com (UK) Plc was formed in 1998 in the United
Kingdom, where the company has a licence. In May 2000, the
company acquired the activities and assets of BetMaker, a
gambling company based in Costa Rica, which offers betting
online to the US market. In January 2001, Sportingbet was
listed on the London Stock Exchange’s AIM. Its main markets
are USA and Europe. Sportingbet offers betting on sports,
casino and poker.

UKBetting
UKBetting plc is a UK-based company, listed on the London
Stock Exchange’s AIM. UKBetting operates under a number
of brands, of which ukbetting.com and totalbet.com are the
most important. In addition to sports games, sports informa-
tion is offered via sportinglife.com. UK Betting mainly
addresses the UK market.

Betinternet
Betinternet.com plc, which is based in Douglas, Isle of Man,
was formed in 1998 and is listed on the London Stock

Exchange’s AIM. Betinternet offers sports games, casino and
poker, mainly to the UK market.

Expekt
Expekt.com Ltd is a privately-owned company which was
formed in the United Kingdom in 1999. Expekt currently has
gambling licences in the United Kingdom, Austria and Malta.
The company’s most important markets are the Nordic coun-
tries, South-eastern Europe and Asia. Expekt offers sports
games, casino and poker.

Blue Square
Blue Square is based in London and is owned by Rank Group
plc. Blue Square offers sports games, casino, poker and
lotteries, aimed primarily at the UK market.

Centrebet
Centrebet Pty Ltd was formed in Australia in 1992 and has
offered sports games online since 1996. In November 2003,
Centrebet was acquired by the SportOdds Group. SportOdds
is Australia’s biggest privately-owned betting company.
SportOdds has licences in Australia and the United Kingdom.
The main markets are Australia, Asia and the Nordic coun-
tries.

Betfair
Betfair, which is the trading name of The Sporting Exchange
Ltd, is the world’s largest betting exchange. The company was
formed in the United Kingdom in 1999 and mainly addresses
the UK market.

13



Products

Sports betting
Sports odds
Unibet offers a compre-
hensive range of odds on a variety of international and local
sporting events, 24 hours a day, seven days a week. Bets are
placed via Unibet’s website.

On any given day, customers will find odds on around 500
different events, covering many different sports. The most
popular sports are football, ice hockey, trotting and tennis. In
many sports Unibet offers multiple forms of gambling on the
same match or event.

This business is largely dependent on the seasons for key
sports, such as the major soccer leagues in Europe, major golf
and tennis tournaments, and the Nordic ice hockey leagues.

Unibet offers a very competitive payout ratio to its cus-
tomers. For the major sports leagues it is normally around 90-
95 per cent, depending on the type of game. 

Live betting
The live element is very important
when selecting and scheduling events for customers. Part of
the excitement involved in gambling is being able to place a
bet on a particular game or event and then watch that game or
event live on television. This ensures a high entertainment
value for live betting.

Unibet takes bets and offers odds on ongoing matches, i.e.
customers can watch the match and place bets even as the
match is going on. The odds change as the match progresses,
but customers keep the odds which applied at the time when
the bet was made. There is no limit to the number of bets a
punter may make. Customers betting on football, for instance,
can play the usual 1X2 or place bets such as over or under a
certain number of goals, next goal, next corner, etc. It is an

exciting and fast-paced form of gambling where odds may
change rapidly.

Unibet also offers a unique cash-in function which enables
customers to sell their bet before the conclusion of a match or
event or even change their mind if it looks as if they are going
to lose their bet. Live betting creates new opportunities for
Unibet’s customers to take positions, e.g. home win or away
win, or even change their position from home to away during
the course of the match.

Supertoto
Supertoto is a pool betting prod-
uct, using betting coupons with 14 football matches. It was
launched in April 2004. Many European countries have mid-
week coupons, and in November Unibet introduced Supertoto
Extra with 10 football matches. The payout ratio for both
types of coupon is 80 per cent, which is much higher than that
offered by European monopoly operators on their supertoto or
equivalent pool betting products. All matches are from the
major European leagues and cups. Unibet has also introduced
a unique form of supertoto for tennis, where punters bet on the
outcome of 10 tennis matches.

Non-sports betting
Casino
Unibet’s online casino consists of 21
different products, including Roulette,
Black Jack, Caribbean Stud Poker and
Keno, as well as video poker and slot machines. The casino
also organises tournaments in the various games. 

The activity on casino games is relatively stable over the
year, which helps to smooth out the volatility in Unibet’s gross
margin and the seasonal effect on turnover of sports betting.
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It can be argued that casino players are more susceptible to
compulsive gambling and therefore, Unibet has introduced
personal safety measures for customers. Customers can, for
example, set a personal limit or request to have their account
barred for online casino products for a certain period of time.

Poker
Online poker was launched in Septem-
ber 2004 and has been successful.
More than 50,000 customers have
visited the poker rooms and registered
to play. One of the key means of teaching customers how to
play poker is the Poker School. Unibet’s Poker School had
9,000 customers in its first month. Customers can also play for
free with FunMoney. 

In Unibet’s poker lobby, customers can also view ranking
lists of the best players. Special tournaments, VIP scores and
Bad Beat Jackpots are some of the key features used to
increase the entertainment value for Unibet’s poker players. 

Unibet has 8 types of poker and each type offers a range of
stakes to suit all players. All stakes are made in euros. In addi-
tion to the usual range of poker games, such as Texas
Hold’em, Omaha, Omaha High/Low, 7 Card Stud, 7 Card
Stud High/Low, and Deuce to Seven Triple Draw, Unibet also
offers two European variants, Five-Card Draw and Soko.
Unibet arranges monthly tournaments as well as a number of
smaller tournaments.

New products
Unibet’s business development function is responsible for
monitoring market trends in the Group’s product areas and for
developing and expanding Unibet’s range of gambling prod-
ucts in sports betting, casino and poker. They also investigate
potential services which customers can access through a
choice of distribution channels and technologies, e.g. digital
TV and mobile phones. The increasing use and penetration of
mobile technology, primarily third-generation mobile teleph-
ony (3G), as a distribution channel has created an interesting
opportunity for Unibet.

In early 2005, Unibet launched this new platform in
Sweden and plans to have all products available in all markets
on this platform by the end of the year.
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Organisational structure 

Introduction
Unibet Group plc is the parent company of the Unibet Group.
The head office is located in Wimbledon, London, in the
United Kingdom. 

Unibet is a multicultural company with employees of 15
different nationalities. 

The Board of Directors and the Management of Unibet is
conducted in accordance with the European two-tier system
with a Chief Executive Officer, who is subordinate to the
Board of Directors, who are in turn elected by the Annual
General Meeting. 

Swedish Depository Receipts in Unibet Group plc are
listed on Stockholmsbörsen. Unibet is thereby obliged to
comply with the listing agreement, other Swedish financial
market regulations and Swedish best practice as much as pos-
sible, with due consideration of UK law.

Legal structure
The current legal structure of the Group is shown in the chart
below. All group companies are wholly-owned subsidiaries.
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Unibet
Investments Ltd

(UK)

Unibet  
Group Plc

(UK)

Unibet (London) Ltd
(UK)

Firstclear Ltd 
(UK)

Unibet (Holding) Ltd
(Malta)

Unibet Software  
R&D AB
(Sweden)

Unibet  
(International) Ltd

(Malta)

Legal entity Domicile Note

Unibet Group Plc UK Holding company and ultimate parent company.

Unibet (London) Limited UK Online betting operations mainly directed to customers domiciled in UK. Incorporates
administration, odds compilation, marketing and risk analysis for the Group.

Firstclear Limited UK Administration of the Group’s customer accounts, financing, bank transfers and all other liquidity
management.

Unibet Investments Limited UK Holding company.

Unibet (Holding) Limited Malta Holding company for Unibet (International) Limited.

Unibet (International) Limited Malta Conducts online betting operations for the international market. 

Unibet Software R&D AB Sweden Conducts development and maintenance of all IT-infrastructure.

Organisational structure

CEO
Pontus Lesse

Gaming
Kristian Nylén

Marketing
Martina Westin

IT
Mats Sjöstedt

Finance
Sue Ball

Business 
Development

Anders Ström

Administration CRM & Analysis IT-projects Investor Relations
Business

Development

Odds Compiling Marketing Development
Legal &  

Administration

Trading

Trotting

Support Finance

TreasuryAdministration

Security &
Fraud

Customer 
Service Centre

Event Schedulers



Unibet’s bookmaking business is run under licences in the
United Kingdom and Malta.

The company’s head office is in London. London is also
the site of the UK operating subsidiary that offers gambling
services primarily to customers domiciled in the United King-
dom. Unibet (London) Limited also provides odds compila-
tion, marketing and risk analysis.  

Unibet’s Maltese subsidiary, Unibet (International)
Limited, provides online gambling services for the interna-
tional market, excluding the UK, as well as administrative and
back office services for the Group.  

The IT department is run by the Swedish subsidiary,
Unibet Software R&D AB, and manages the development and
maintenance of all IT infrastructure within the Group.

Employees
Unibet’s business is dependent on the expertise of certain key
executives and specialists. The Group’s ability to expand its
operations also depends on its ability to attract and retain

sufficient qualified personnel, particularly in areas such as
business development, risk management, odds compilation
and marketing. In 2004 the Group implemented a major re-
cruitment drive, increasing the number of staff from 80 to 109.

The rate of sick leave in relation to working time in 2004
was under 1 per cent.

Average no. of employees  2004 2003 2002

United Kingdom 33 21 20

Malta 37 35 35

Other 28 19 9

Total 98 75 64

In 2004 Unibet’s average number of employees was 98, of
whom 75 per cent were men and 25 per cent women. Of the
average number of employees in 2004, 33 were based in the
UK, 37 in Malta and 28 in other European countries. 
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Legal Environment

General
Unibet’s core business, namely sports betting and other gam-
ing and gambling services, is subject to a number of restric-
tions in the markets where the Company has a commercial
interest and focus. The vast majority of all such markets are
located within the EU. As a consequence, the principles of
free movement of goods, right to establishment and free provi-
sion of services within the community should govern. Any
restrictions should normally contradict this principle. How-
ever, the legislative body of the EU has granted individual
member states a certain amount of discretion to exercise
restrictions, subject to such restrictions fulfilling, in general,
an aim to protect public health and public policy. On the other
hand, restrictions may not be exercised in a discriminatory
way, nor in a disproportionate manner, and finally, nor simply
to increase the public purse. 

In principle, the aforementioned means that no gambling
businesses other than government controlled businesses can
physically establish, or promote, themselves within the vast
majority of the EU member states. Non-government con-
trolled businesses, such as Unibet’s, can only be operated
from an offshore environment, having only a virtual presence
in the countries in question, although some interpretations by
advocates for de facto monopoly systems argue that even a
virtual presence could represent a violation of any restrictions
in place.  

In November 2003, The European Court of Justice
(“ECJ”), issued two judgements with relevance to the afore-
mentioned, namely the Gambelli case and the Lindman case.
The former is regarded as a landmark case. It is the interpreta-
tion of the private industry that those judgements are to be

regarded as authoritative guidelines for domestic courts when
assessing whether restrictions in the area in question are cor-
rectly exercised or not. If the latter should be the finding of a
domestic court, then, in consequence, the domestic legislation
is in breach of superior EU law.  It is too early to determine
what the final outcome will be in different member states
when this specific legislation is to be tried in the light of the
aforementioned cases. Also, one should bear in mind that leg-
islation in this area can be tried in three ways, namely under
public, civil, and, or, criminal law – in principle, each case
may also become subject to three levels of court hierarchy,
that may take a substantial number of years to conclude. Fur-
thermore, each case may trigger numerous court proceedings
dealing with claims for injunctions, interim relief and similar.  

Unibet’s view from the perspective of the legal environ-
ment post Gambelli regarding certain markets with a particu-
lar interest for the Company, may be summarised as follows.

Sweden
In October 2004, the Supreme Administrative Court, issued
two judgements which were identical in substance, in respect
of breaches of the relevant laws on the promotion of gambling
activities.  The rulings of the court were in favour of the
Swedish Government, i.e. the Swedish de facto monopoly
system. However, the judgements have attracted a certain
amount of criticism from the legal community for not having
fully assessed and taken into account all the relevant facts and
circumstances in the cases, nor properly adopted the guide-
lines of the recent landmark ECJ case, Gambelli and disre-
garded the Lindman-case. Nevertheless, the judgements cur-
rently represent a precedent under public law and an influence
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on lower courts in cases tried under civil or criminal law.
Despite this, it is the strong opinion of the Company that the
precedent of the Administrative Court will become obsolete,
either through Supreme Court cases tried under civil or crimi-
nal law, or by actions or influence from different bodies of the
EU. The fact that the EC Commission, at present, questions
the Swedish de facto monopoly on gaming machines may
already verify the latter. 

Regardless of the findings of the Administrative Supreme
Court, it is the strong opinion of the Company that its virtual
presence on the Swedish market does not breach Swedish
laws. 

Unibet has filed a lawsuit against the Swedish Government
for, in principle, the latter violating the Company’s rights
under EU law. The District Court will hear the case during the
spring of 2005. The Company’s claim for interim relief in con-
junction with the lawsuit has been refused. 

Finland    
The Supreme Court has recently issued a judgement in favour
of the current de facto monopoly.  

The Company has one employee in Finland who has been
notified that he is subject to criminal investigation in relation
to a possible breach of the relevant laws on gambling. The
investigation has been pending due to the outcome of the
aforementioned court case.

Denmark
There exists no case law relating to laws on gambling, post the
Gambelli case.

Unibet has one consultant in Denmark who has been
charged in relation to a breach of the relevant laws on
gambling. The case is pending due to considerations in light of
the Gambelli case by the Danish Prosecution Service.

Norway
Due to the EEA agreement, the Norwegian de facto monopoly
on gaming and gambling is subject to similar scrutiny as
member states of the EU. The situation in Norway is under a
substantial challenge, as the ESA commission has initiated
legal proceedings against the Norwegian Government in rela-
tion to the monopoly on gaming machines. Furthermore, the
District Court and the Appeal Court have issued a judgement
and an order respectively, effectively making the Norwegian
monopoly system on gaming machines illegal. 

Following the aforementioned, Unibet strongly believes it
has well-founded reasons in assuming that restrictions on the
promotion of the Company’s services are very likely to be
deemed not to be in compliance with governing EU laws.     

Germany
A considerable amount of case law currently exists post the
Gambelli case. However, as the findings from different courts
sometimes contradict each other, authoritative guidelines do
not exist and no conclusions can be drawn so far.

The Company is subject to legal proceedings, for unlawful
competition, from a German operator holding a licence valid
in Germany. This has been refuted by the Company. 
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Directors’ report Unibet Group plc
Company Number 04049409. Registered in England & Wales.

The directors present their annual report on the affairs of
the Group, together with the financial statements and
auditor’s report, for the year ended 31 December 2004.

Principal activities
Unibet is an online gambling business, which had over
351,000 registered customers worldwide at 31 December 2004
and is one of the largest online gambling operators in the
Nordic market.

The Internet is the main distribution channel for Unibet’s
products. The Group offers a comprehensive range of online
gambling products, such as sports betting, live betting and
online casino and poker products through the Group’s web-
site, www.unibet.com. The customer base spans more than
100 countries. Unibet focuses on the Nordic region (which
accounts for around 75 per cent of the customer base) and
several other markets in Europe, with gambling monopolies.

On average, Unibet handles over 100,000 transactions
every day (including bets, deposits and withdrawals) and has
more than 500 offerings on major international and local
sporting events every day. 

The Group has its headquarters in London where its UK
operating subsidiary provides gambling services directed to
customers mainly domiciled in the UK. The UK operating
subsidiary also provides the Group with odds compilation,
finance, management and administration together with mar-
keting and risk analysis. The Group also has subsidiaries in
Malta and Sweden. The subsidiary in Malta provides online
gambling services for the international market, excluding the
UK, as well as event scheduling, treasury and back office
services for the Group. The IT department, located in Sweden,
manages the development and maintenance of the IT infra-
structure within the Group.

The subsidiaries and associated undertakings affecting the
results and net assets of the group in the year are listed in note
13 to the financial statements.

Business review
Significant events during the year 2004
• In February, Unibet initiated, together with several Euro-

pean colleagues, the European Betting Association, EBA.
The objective of this venture is to ensure a cross-border,
competitive market with the same regulations for all betting
companies across Europe, state or privately owned.

• On 3 March, Unibet held an Extraordinary General Meet-
ing, at which all resolutions were approved to adopt new
Articles of Association, consolidate the nominal share capi-
tal and other issues, in order to facilitate the IPO.

• On 20 April, Unibet launched a new European pool betting
product, Supertoto, together with joint partners Expekt,
Globet and BetandWin.

• On 8 June, Swedish Depositary Receipts (“SDRs”), in Uni-
bet Group plc were listed on Stockholmsbörsen’s O-list.
The offer price was SEK 135 per SDR. In total, the offer
amounted to approximately SEK 119 million, equivalent to
approximately 14.1 per cent of the share capital and votes of
Unibet. The offer comprised 883,700 SDRs, of which
703,700 were newly issued SDRs and 180,000 were exist-
ing SDRs.

• On 10 June, Unibet entered into an agreement with 24hBet
AB to develop a new poker product for its customers via a
joint venture company B2B Poker (Sweden) AB.

• On 7 September this poker product was launched.
• The Swedish Supreme Administrative Court announced in a

decision on 26 October 2004 that the Swedish Lottery Act is
in accordance with EU-legislation. At the same time the EU
Commission in a formal communication, questioned the
Swedish and the Norwegian State’s sole right on operating
slot machines. “The monopoly is against the EU treaty on
free movement”, said the Commission.

• In December 2004, the Company was subject to legal pro-
ceedings, for unlawful competition, from a German opera-
tor holding a licence valid in Germany. This has been
refuted by Unibet.

Significant events after the year-end
• With effect from 1 January 2005, Unibet Group plc moved

up to the Attract40 segment at Stockholmsbörsen, Stock-
holm Stock Exchange.

• On 25 January 2005, Unibet’s CEO, Pontus Lesse,

|
D

IR
EC

TO
RS

’ R
EP

O
RT

  |
U

N
IB

ET
 A

N
N

U
AL

RE
PO

RT
 2

00
4

20
0

50,000
100,000
150,000
200,000
250,000
300,000
350,000
400,000

2004200320022001

■  Sweden   ■  Rest of Nordic   ■  Other

0
10,000
20,000
30,000
40,000
50,000
60,000
70,000
80,000

2004200320022001

■  Sweden   ■  Rest of Nordic   ■  Other

UNIBET REGISTERED CUSTOMERS
2001–2004

UNIBET ACTIVE CUSTOMERS
2001–2004



announced that he wishes to leave his appointment at the
end of 2005. Recruitment of a new CEO has begun.

• As announced in theYear-end report, the chairman of the
Board, Mats Sundström, has notified the Nomination Com-
mittee of his intention not to stand for re-election at the
forthcoming Annual General Meeting. Anders Ström,
founder and major shareholder, will be nominated as chair-
man of the Board, at the AGM. Upon appointment, Anders
Ström will leave the executive management team and will
no longer be involved in day to day operations. A replace-
ment executive manager is currently being recruited.

Dividend
Trading operations during 2004 generated a much stronger
trading performance than anticipated a year ago. In addition,
the Company’s financial goals have been exceeded for 2004.
An appropriate capital structure has been maintained and
therefore the Board of Directors has decided to propose a divi-
dend of SEK 9 per ordinary share to be paid to holders of ordi-
nary shares and SDRs.

Court case
In December 2003, the Company filed a claim under Swedish
private law against the Swedish state, claiming that the Com-
pany should be allowed to promote its online business in Swe-
den. On 8 October 2004, the Court of Appeal rejected Unibet’s
request for a provisional decision on marketing in the interim,
while the main claim is continuing in the District Court. A pre-
liminary hearing took place on 26 October 2004. More infor-
mation about the legal situation can be found on page 18.

Market
Gambling can be divided into games of skill (Sports betting,
Horse racing, Poker, etc.) and games of chance (Roulette,
Black Jack, Slot machines, Lotto, etc.) The gambling market
can also be divided into online (Internet) and off-line (betting
shops, casinos) gambling. Online gambling is now recognised
as one of the most important Internet businesses. Besides
sports betting, which has enjoyed first mover advantage in the
online arena and been the driver of online gambling, other
products such as casino games, poker and lotteries are
expanding into this area. More information about the Market
and Marketing Activities can be found on pages 8 to 11.

Current products
Sports betting
Unibet’s sports betting service offers a comprehensive range
of odds on a variety of international and local sports events, to
a worldwide customer base 24 hours a day, 7 days a week.
Bets are placed via Unibet’s website, www.unibet.com.

The major revenues from this business are largely deter-
mined by the seasons for key sports such as the major football
leagues in Europe, major golf and tennis tournaments as well
as ice hockey leagues in the Nordic countries. The seasonality
of these events results in minor fluctuations in the Group’s
quarterly performance, especially in terms of turnover. How-
ever, quarterly results can also vary widely, due to the volatil-
ity of gross winnings margins.

Non-sports betting 
Unibet’s non-sports betting consists of online poker and casino
products including Omaha, Texas Hold ’Em, table games such
as Roulette, Black Jack, Caribbean Stud and Baccarat as well
as video poker. Since the casino opened in November 2003,
more than 60,000 customers have played on a variety of the
games. On average 1,700 customers play per day.

On 7 September 2004 Internet poker was launched and has
been a great success. By the end of the year over 40,000 cus-
tomers had downloaded the software. The Unibet poker
school has received great interest with over 9,000 downloads
during the fourth quarter 2004.

Unibet Group plc currently owns 23 per cent of B2B Poker
(Sweden) AB, the joint venture vehicle being used to maintain
the poker network. Unibet also has an option to increase its
ownership in the future to approx. 36 per cent of the votes and
shares.

More information about the Products can be found on
pages 14 and 15.

Customers
The total number of registered customers has continued to
increase during 2004 and exceeded 351,000 at 31 December
2004, whilst at 31 December 2003, 256,000 customers were
registered. At 31 December 2004 the number of active cus-
tomers amounted to 79,655 compared with 64,199 at 31
December 2003. An active customer is defined as one placing
a bet within the last three months.
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London, 24th March 2005

Mats Sundström
Chairman

Peter Boggs Peter Lindell Johan Lindgren Anders Ström Henrik Tjärnström
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Consolidated INcome statement according to IFRS

Currency: GBP 000 Note 2004 2003

Revenue 3 212,023 143,542

Cost of sales 1 –187,963 –131,554

Gross profit 24,060 11,988

Administrative expenses 4 –12,121 –8,214

Profit from operations 3, 5 11,939 3,774

Finance costs 6 – –25

Income from investments 7 522 113

Profit before tax 12,461 3,862

Income tax expense 8 –3,610 –982

PROFIT AFTER TAX 8,851 2,880

1 Cost of sales per the Group’s statutory accounts as above includes Betting Duties. The gambling terminology and the concept of betting in the section
“Gambling Terminology” on page 44 gives further explanation.

Key ratios 2004 2003

Operating margin, % 5.63% 2.63%

(Profit from operations/revenue for the year)

Return on equity, % 74.5% 82.1%

(Profit after tax/average of opening and closing equity for the year)

Return on total assets, % 41.6% 34.2%

(Profit after tax/average of opening and closing assets for the year)

Equity/assets ratio, % 59% 47%

Employees at year end 109 80

Earnings per share (GBP) 1.482 0.518

Diluted earnings per share (GBP) 1.435 0.475

Number of shares at year end 6,270,298 5,559,098 

Diluted number of shares at year end 6,460,273 5,756,573 

Average number of shares 5,972,644 5,559,098 

Average number of diluted shares 6,169,153 6,107,449

More detailed definitions can be found on page 47.



Operating and financial review

Financial review
These non-statutory financial statements have been presented
in accordance with International Financial Reporting Stan-
dards (IFRS), in compliance with the Swedish Stock
Exchange (Stockholmsbörsen) requirements. However, due to
UK regulations, and as the parent company of the Group is a
UK registered company, Unibet is obliged to file statutory
financial statements in accordance with UK GAAP and the
UK Companies Act 1985. The shareholders of Unibet will
therefore have to adopt these statutory consolidated financial
statements at the Annual General Meeting for the year ended
31 December 2004.  In addition, a reconciliation between UK
GAAP and IFRS is provided on page 34.

Comments on the financial development
The core sports betting business of Unibet has grown continu-
ally over the past four financial years. The growth has been
experienced across all Unibet’s geographical markets.

The introduction of non-sports betting products has
strongly contributed to Unibet’s results and has helped to
smooth out the seasonal effects and volatility of sports betting.

Turnover
Turnover from Unibet’s core sports betting business has con-
tinued to grow and for the full year 2004 sports betting
turnover amounted to GBP 203.2 million (2003: GBP 142.3
million).

Non-sports betting, primarily the casino introduced in
November 2003, and poker launched in September 2004, saw
strong turnover amounting to GBP 8.9 million (2003: GBP 1.2
million) for the full year 2004.

Total turnover for the full year 2004 amounted to GBP
212.0 million (2003: GBP 143.5 million).

In Sweden, total turnover grew by 21 per cent compared to
last year. Total turnover for the rest of the Nordic countries
grew by over 29 per cent. “Other” experienced a strong result,
mainly due to Special trading. Special trading includes taking
active positions, hedging and proprietary trading.

TURNOVER BY MARKET AND BUSINESS SEGMENT

(based on country of residence of customer)

2004 2003

Non- Non-
Sports Sports Sports Sports

GBP 000 Betting Betting Total Betting Betting Total

Sweden 75,438 5,492 80,930 66,192 760 66,952

Rest of Nordic 43,643 2,410 46,053 35,392 313 35,705

Other 84,091 949 85,040 40,752 133 40,885

Total 203,172 8,851 212,023 142,336 1,206 143,542

Gross winnings
Gross winnings on sports betting represents the net receipt of
bets and payouts within the consolidated entity for the finan-
cial period. For the non-sports betting segment, following the
re-negotiation of the contract with one of the operators, gross
winnings from 1 September equate to turnover. Transaction
costs and commissions payable to the operator were shown as
costs of sale for casino, for the first eight months of the year.

Sports betting gross winnings increased to GBP 16.5 mil-
lion (2003: GBP 11.9 million). Non-sports betting gross win-
nings increased to GBP 8.3 million (2003: GBP 1.1 million)
mainly due to the launch of poker and the full year effect of
casino revenues.

GROSS WINNINGS BY MARKET AND BUSINESS SEGMENT

(based on country of residence of customer)

2004 2003

Non- Non-
Sports Sports Sports Sports

GBP 000 Betting Betting Total Betting Betting Total

Sweden 7,686 5,173 12,859 7,315 684 7,999

Rest of Nordic 4,343 2,246 6,589 3,170 282 3,452

Other 4,433 883 5,316 1,433 120 1,553

Total 16,462 8,302 24,764 11,918 1,086 13,004

Gross winnings margin on sports betting
The gross winnings margin on sports betting for 2004 was 8.1
per cent (2003: 8.4 per cent). Gross winnings margins can
vary quite significantly from one month to the next, depending
on the outcome of sporting events, i.e. not always as predicted.
However, over time these margins will even out and calculated
from January 2000 to December 2004 they demonstrate an
average of 8.1 per cent. This can be seen in the table below.
The bars show gross winnings margin by month.
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Betting Duties
The Group’s Income Statement shows Revenue less Cost of
Sales equalling Gross Profit. Gross Profit essentially equates
to Gross Winnings less Betting Duties. Cost of Sales per the
financial statements therefore broadly represents payouts to
customers plus Betting Duties. For more information see page
44, “Gambling terminology and the concept of betting”.

Betting Duties are payable in the Group’s two trading loca-
tions: UK and Malta. The betting duty in the UK is currently
15 per cent of Gross Winnings. The Turnover in Malta is sub-
ject to 0.5 per cent betting duty payable on a monthly basis,
subject to a maximum capped amount.

Gross profit
Gross profit for the full year 2004 doubled to GBP 24.1 mil-
lion (2003: GBP 12.0 million).

Administrative expenses
Administrative expenses include all indirect costs of running
the business and are a combination of activity related costs
and fixed costs such as salaries etc. During the full year 2004,
administrative expenses were GBP 12.1 million (2003: GBP
8.2 million). Of the administrative expenses, GBP 4.2 million
(2003: GBP 2.3 million) were marketing costs and GBP 3.7
million (2003: GBP 2.5 million) were salaries.

Profit from operations
Profit from operations for the full year 2004 was GBP 11.9
million (2003: GBP 3.8 million).

Capitalised development expenditure
IAS 38 requires the capitalisation of certain development
costs. These are costs incurred in developing the existing IT
platform and the integration and further development of new
products. These are identifiable assets from which a future
economic benefit is expected to be derived. In the full year
2004, expenditure of GBP 0.9 million (2003: GBP 0.6 mil-
lion), has been capitalised.

Taxation
Taxation has been fully provided for. The tax rate is slightly
lower than the standard 30% due to losses brought forward

from earlier years and a deduction in respect of the costs asso-
ciated with share options exercised during the year.

Profit after tax
Profit after tax for the full year 2004 was GBP 8.9 million
(2003: GBP 2.9 million), representing an increase of GBP 6.0
million.

Balance sheet
Unibet’s balance sheet reflects both the Group’s growth in
profitability and its ability to manage working capital. The
growing cash position is largely a result of these two factors.
As is common in the bookmaking industry, the Group
employs a strategy of ensuring customer deposits are received
before bets can be placed and therefore both customer bal-
ances and cash have increased with the growth in Turnover.
These two line items, along with reserves, are the largest items
on the balance sheet.

A sizeable proportion of the Group’s fixed assets relates to
IT development costs, which have been capitalised in accor-
dance with the policy described earlier. Other fixed assets
include computer hardware and fixtures at the two sites in
Malta and the UK.

The nature of the business means that Unibet has no trade
receivables. The non-cash current assets on the balance sheet
therefore relate only to other receivables, prepayments and
taxation.

The largest numbers included within liabilities are trade
and other payables. These mainly comprise customer bal-
ances, but also include other creditors such as accrued
expenses, accrued payroll and deferred revenues.

Unibet has no outstanding bank loans and currently has no
plans to finance the business with debt.

Financial position and cashflow
The cash in hand position at the end of 2004 stood at GBP
28.3 million (2003: GBP 8.6 million) whilst at the beginning
of the year it was GBP 8.6 million (2003: GBP 4.9 million).
The Group is completely free of debt. The cash inflow for the
year 2004 was GBP 19.8 million (GBP 3.7 million), of which
GBP 16.0 million (2003: GBP 5.9 million) arose from operat-
ing activites.
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Consolidated Balance sheet according to IFRS

31 December 31 December
Currency: GBP 000 Notes 2004 2003

ASSETS

Non-current assets

Property, plant and equipment 12 1,164 834

Fixed asset investment 270 –

Intangible assets 11 1,017 657

Loan to associate 305 –

Other 210 9

2,966 1,500

Current assets

Cash and cash equivalents 28,322 8,555

Trade and other receivables 846 330

29,168 8,885

TOTAL ASSETS 32,134 10,385

EQUITY AND LIABILITIES

Capital and reserves

Share capital 15, 16 125 111

Other reserves 16 8,174 2,963

Accumulated profits 16 10,613 1,762

18,912 4,836

Non-current liabilities

Deferred tax liability 17 4,166 872

4,166 872

Current liabilities

Customer balances 4,858 2,781

Trade and other payables 4,198 1,896

9,056 4,677

TOTAL EQUITY AND LIABILITIES 32,134 10,385

STATEMENT OF CHANGES IN EQUITY

GBP 000 2004 2003

Opening balance 4,836 2,178 

Movement in Share Premium 5,210 –228 

Increase in Share Capital 14 –   

Translation differences 1 6 

Profit and loss account 8,851 2,880 

Closing balance 18,912 4,836
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CONSOLIDATED CASHFLOW STATEMENT according to IFRS

Currency: GBP 000 2004 2003

OPERATING ACTIVITIES

Profit from operations 11,939 3,774

Adjustments for:

Depreciation of property, plant and equipment 506 616

Amortisation of intangible assets 499 340

Loss on disposal of property, plant and equipment – 1

Operating cashflows before movements in working capital 12,944 4,731

Increase in receivables –821 –87

Increase in payables 4,110 1,308

Cash generated by operations 16,233 5,952

Income taxes paid –250 –18

Interest paid – –25

NET CASHFLOW FROM OPERATING ACTIVITIES 15,983 5,909

INVESTING ACTIVITIES

Interest received 522 113

Sale of trade investment – 41

Purchases of property, plant and equipment –845 –582

Costs of intangible assets –859 –553

Investment in associate –270 –

NET CASH USED IN INVESTING ACTIVITIES –1,452 –981

FINANCING ACTIVITIES

Repayment of borrowings including equity element – –1,000

Proceeds from issue of ordinary share capital 5,224 –228

NET CASH FROM/USED IN FINANCING ACTIVITIES 5,224 –1,228

NET INCREASE IN CASH AND CASH EQUIVALENTS 19,755 3,700

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 8,555 4,917

Effect of foreign exchange rate changes 12 –62

CASH AND CASH EQUIVALENTS AT YEAR END 28,322 8,555
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Notes to the consolidated financial statements

GENERAL

Unibet Group Plc (the Company) is a public limited company incorporated in
the UK. The principal activities of the Company and its subsidiaries (the Group)
are described in note 13.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS), previously referred to as International
Accounting Standards (IAS).

The financial statements have been prepared on the historical cost basis.
The principal accounting policies adopted are set out below.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of
the Company and enterprises controlled by the Company (its subsidiaries)
made up to 31 December each year. Control is achieved where the Company
has the power to govern the financial and operating policies of an investee
enterprise so as to obtain benefits from its activities.

Where necessary, adjustments are made to the financial statements of sub-
sidiaries to bring the accounting policies used in line with those used by other
members of the Group.

All intercompany transactions and balances between Group companies are
eliminated on consolidation.

Revenue recognition
Revenue represents amounts receivable in respect of bets placed on sporting
events, which occurred by the year end, together with other income from non-
sports betting products.

Leasing
All Unibet’s leases are classified as operating leases. Rentals payable under
operating leases are charged to income on a straight line basis over the term of
the relevant lease.

Foreign currencies
The Company operates both in and outside the UK. These financial statements
are presented in GBP since that is the currency of the country in which the
Group is registered. Transactions in currencies other than GBP are initially
recorded at the rates of exchange prevailing on the dates of transactions.
Monetary assets and liabilities denominated in such currencies are retranslated
at the rates prevailing on the balance sheet date. Profits and losses arising on
exchange are included in the net profit or loss for the period.

The Company does not enter into forward contracts nor options to hedge
its exposure to foreign exchange risks. 

On consolidation, the assets and liabilities of the Group’s overseas opera-
tions are translated at exchange rates prevailing on the balance sheet date.
Income and expense items are translated at the average exchange rates for the
period. These translation differences are recognised as income or as expenses
in the same period. Exchange differences arising on the translation of sub-
sidiary reserves are classified as equity and transferred to the Group’s trans-
lation reserve.

Retirement benefit costs and pensions
The Group does not operate any pension scheme for employees or directors
and therefore incurs no costs operating such schemes. 

Taxation
The tax expense represents the sum of the tax currently payable, including
deferred tax.

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

Deferred tax is the tax expected to be payable or recoverable on differences
between the carrying amount of assets and liabilities in the financial statements
and the corresponding tax basis used in the computation of taxable profit, and
is accounted for using the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects neither the tax profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences aris-
ing on investments in subsidiaries and associates and interests in joint ven-
tures, except where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset realised. Deferred tax is charged
or credited in the income statement, except when it relates to items charged or
credited directly to equity, in which case the deferred tax is also dealt with in
equity.

Internally-generated intangible assets – development expenditure
Expenditure on research activities is recognised as an expense in the period in
which it is incurred.
An internally-generated intangible asset is recognised only if all of the following
are met:

• An asset is created that can be identified (such as a database or software);
• It is probable that the asset created will generate future economic benefits;

and
• The development cost of the asset can be measured reliably.

Where no internally generated intangible asset can be recognised, develop-
ment expenditure is recognised as an expense in the period in which it is
incurred. Internally generated intangible assets are amortised on a straight line
basis over three years.

1
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Property, plant and equipment
Fixtures and equipment are stated at cost less accumulated depreciation and
any recognised impairment loss.
Depreciation is charged so as to write off the cost or valuation of the assets
over their estimated useful lives, using the straight line method, on the following
bases:

Plant and machinery 3 years
Office equipment 3 years
Fixtures and fittings 3 years

The gain or loss arising on the disposal or retirement of an asset is determined
as the difference between the sales proceeds and the carrying amount of the
asset and is recognised in the income statement.

Trade receivables
Trade receivables are stated at their nominal value as reduced by appropriate
allowances for estimated irrecoverable amounts.

Trade payables
Trade payables are stated at their nominal value.

Equity compensation schemes
No charge is recognised in the income statement in respect of equity settled
compensation schemes, since all subsisting options were granted prior to
November 2002.

BUSINESS AND GEOGRAPHICAL SEGMENTS

For management purposes, the Group is currently organised into two operat-
ing divisions – sports betting and non-sports betting. These divisions are the
basis on which the Group reports its primary segment information. 

The principal activities are as follows:
Sports – Bets taken on sporting events
Non-sports betting – Bets taken on non sporting events, primarily casino

and poker

The work of all employees relates principally to sports betting. 

31 Dec 31 Dec
Average number of employees 2004 2003

Finance, administration and management 44 39

Marketing 15 11

Gaming 28 17

Research and development 11 8

98 75

Segmental information about these businesses is presented below.

Sports Non-Sports
GBP 000 Betting Betting Total

31 December 2004

Revenue

External Sales 203,172 8,851 212,023

Total Revenue 203,172 8,851 212,023

Result

Segment result 3,637 8,302 11,939

Profit from operations 3,637 8,302 11,939

Finance costs –

Income from investments 522

Profit before tax 12,461

Income tax expense –3,610

Profit after tax 8,851

Other information

Capital additions 1,704 – 1,704

Depreciation and amortisation 1,005 – 1,005

Balance sheet

Assets – Segment Assets 32,134 – 32,134

Liabilities – Segment Liabilities 13,222 – 13,222

Sports Non-Sports
GBP 000 Betting Betting Total

31 December 2003

Revenue 

External Sales 142,336 1,206 143,542

Total Revenue 142,336 1,206 143,542

Result

Segment result 2,689 1,085 3,774

Profit from operations 2,689 1,085 3,774

Finance costs –25

Income from investments 113

Profit before tax 3,862

Income tax expense –982

Profit after tax 2,880

Other information

Capital additions 1,135 – 1,135

Depreciation and amortisation 956 – 956

Balance sheet

Assets – Segment Assets 10,385 – 10,385

Liabilities – Segment Liabilities 5,549 – 5,549

3
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Note 3 cont.

Geographical segments
31 Dec 31 Dec

GBP 000 2004 2003

Sales revenue by geographical market

Sweden 80,930 66,953

Rest of Nordic 46,053 35,705

Other 85,040 40,884

212,023 143,542

Carrying amount of segment assets

Sweden 207 186

Other 3,605 1,644

Cash 28,322 8,555

32,134 10,385

Additions to Fixed Assets

Sweden 104 28

Other 1,600 1,107

1,704 1,135

SHARE IN LOSSES OF ASSOCIATED COMPANIES 
AND JOINT VENTURES

Included within administrative expenses:
31 Dec 31 Dec

GBP 000 2004 2003

Share in losses before tax:

Associated companies 20 –

20 –

PROFIT FROM OPERATIONS

Profit from operations has been arrived at after crediting or charging:

31 Dec 31 Dec
GBP 000 2004 2003

Group audit fees 157 94

Operating lease rentals 260 148

Foreign exchange gain/loss on transactions 19 –278

Total staff costs incurred during the period amounted to GBP 3,669,827 (2003:
GBP 2,527,933) and total amortisation of intangible assets included in admin-
istrative expenses amounted to GBP 498,816   (2003: GBP 339,691). Total
depreciation included in administrative expenses amounted to GBP 505,782
(2003: GBP 616,570). 

FINANCE COSTS

31 Dec 31 Dec
GBP 000 2004 2003

Interest on convertible loan notes – 25

INCOME FROM INVESTMENTS

GBP 000 2004 2003

Interest on bank deposits 522 113

INCOME TAX EXPENSE

31 Dec 31 Dec
GBP 000 2004 2003

Current tax:

UK corporation tax – –5

Current year foreign tax –518 –245

–518 –250

Deferred tax (note 17):

Current year –3,092 –732

–3,092 –732

Total tax charge –3,610 –982

Corporation tax is calculated at 30 per cent. (2003: 30 per cent) of the esti-
mated assessable profit for the year. Taxation for other jurisdictions is calcu-
lated at the rates prevailing in the respective jurisdictions. The charge for the
year can be reconciled to the profit per the income statement as follows: 

31 Dec 31 Dec
GBP 000 2004 2003

Profit before tax 12,461 3,862

Tax at the UK corporation tax rate of 30% –3,738 –1,159

Effects of:

Permanent differences 11 –31

Capital allowances in excess of depreciation –4 –17

Utilisation/Addition of tax losses –1 250

Addition of tax losses in associate –6 –

Overseas tax rates 3,128 649

Other – 4

Provision for tax on future remittance 
of overseas earnings –3,209 –677

Prior period adjustments 209 –1

Tax charge –3,610 –982

DIVIDENDS

For the last two financial years no dividends have been paid or received.
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EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the fol-
lowing data:

31 Dec 31 Dec
GBP 000 2004 2003

Earnings

Earnings for the purposes of basic earnings 
per share (net profit for the year) 8,851 2,880

Effect of dilutive potential ordinary shares: 
Interest on convertible loan notes (net of tax) – 19

Earnings for the purposes of diluted earnings 
per share 8,851 2,899

Number of shares

Weighted average number of ordinary shares 
for the purposes of basic earnings per share 5,972,644 5,559,098

Effect of dilutive potential ordinary shares:

Convertible loan notes – 350,876

Share options 196,509 197,475

Weighted average number of ordinary shares 
for the purposes of diluted earnings per share 6,169,153 6,107,449

The number of shares has been re-stated to reflect the consolidation of the
nominal value per share to GBP 0.02 and the new number of options in
existence.

INTANGIBLE ASSETS

Development
GBP 000 costs Total

Cost 

At 1 January 2003 751 751

Additions 553 553

At 31 December 2003 1,304 1,304

Additions 859 859

At 31 December 2004 2,163 2,163

Amortisation

At 1 January 2003 307 307

Charge for the year 340 340

At 31 December 2003 647 647

Charge for the year 499 499

At 31 December 2004 1,146 1,146

Carrying Amount

At 31 December 2004 1,017 1,017

At 31 December 2003 657 657

The amortisation period for development costs is three years.

PROPERTY, PLANT AND EQUIPMENT

Group Plant and Fixtures and Office
GBP 000 machinery fittings equipment Total

Cost or valuation

At 1 January 2003 53 295 1,316 1,664

Additions 26 3 553 582

Disposals – – –3 –3

Foreign exchange translation difference – – 62 62

At 31 December 2003 79 298 1,928 2,305

Additions 1 503 341 845

Disposals –5 – –16 –21

Foreign exchange translation difference – – –49 –49

At 31 December 2004 75 801 2,204 3,080

Depreciation

At 1 January 2003 27 123 672 822

Charge for the year 11 59 546 616

Foreign exchange translation difference – – 34 34

Disposals – – –1 –1

At 31 December 2003 38 182 1,251 1,471

Charge for the year 16 93 397 506

Foreign exchange translation difference – –5 –43 –48

Disposals – – –13 –13

At 31 December 2004 54 270 1,592 1,916

Carrying amount

At 31 December 2004 21 531 612 1,164

At 31 December 2003 41 116 677 834

10
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SUBSIDIARIES AND ASSOCIATED COMPANIES

Details of the company’s subsidiaries and associated companies at 31 December 2004 are as follows:

Proportion of ownership
Place of incorporation and voting power Activity

Name of subsidiary

Unibet (London) Limited Great Britain 100 Service Centre

Unibet (Holding) Limited Malta 100 Holding company

Unibet (International) Limited Malta 100 Call Centre

Firstclear Limited Great Britain 100 Cash Management

Unibet Software R&D AB Sweden 100 Research and development

Unibet Investments Limited Great Britain 100 Holding company

Name of associated companies

Monnet Enterprises Ltd Gibraltar 25 Owns and distributes Supertoto

B2B Poker (Sweden) AB Sweden 23 Poker software supplier

OTHER FINANCIAL ASSETS

There were no trade receivables arising from the sale of goods at the balance
sheet date (2003: GBP nil). No allowance has been made for estimated irrecov-
erable amounts from the sale of goods (2003: GBP nil). No credit period is
allowed. The directors consider that the carrying amount of the trade and other
receivables approximates their fair values.
The group has no significant concentration of credit risk. 

SHARE CAPITAL

GBP 2004 2003

Authorised:

50,000,000 ordinary shares of GBP 0.02 each
At 1 January 1,000,000 1,000,000

Issued and fully paid up:

Ordinary shares of GBP 0.02 each

At 1 January 5,559,098 111,182 111,182

Issued on 8 June 2004 703,700 14,074 –

Issued on 15 November 2004 7,500 150 –

At 31 December 125,406 111,182

A Reverse split took place on 8 June 2004. Simultaneously 703,700 new
shares of GBP 0.02 were issued at GBP 10.49.

CAPITAL AND TRANSLATION RESERVES

Share premium Translation Merger Accumulated
GBP 000 Share capital account reserve reserve profits Total

Reserves brought forward at 1 January 2003 111 1,650 2 1,533 –1,118 2,178

Initial Public Offering Costs – –228 – – – –228

Net profit for the year – – – – 2,880 2,880

Foreign exchange differences on the translation 
of net equity investments in foreign enterprises – – 6 – – 6

At 31 December 2003 111 1,422 8 1,533 1,762 4,836

Initial Public Offering Costs – –1,797 – – – –1,797

New issue of ordinary shares 14 6,963 – – – 6,977

Exercise of share options – 44 – – – 44

Net profit for the year – – – – 8,851 8,851

Foreign exchange differences on the translation 
of net equity investments in foreign enterprises – – 1 – – 1

At 31 December 2004 125 6,632 9 1,533 10,613 18,912

13

14

16

15



|
N

O
TE

S
TO

 T
H

E
CO

N
S

O
LI

D
AT

ED
 F

IN
AN

CI
AL

ST
AT

EM
EN

TS
|

U
N

IB
ET

 A
N

N
U

AL
RE

PO
RT

 2
00

4

32

OTHER FINANCIAL LIABILITIES

Trade and other payables principally comprise amounts outstanding for trade
purchases and ongoing costs. It is the Group policy to pay in accordance with
suppliers’ terms.

The directors consider that the carrying amount of trade payables approxi-
mates their fair value.

CAPITAL COMMITMENTS

The Group has not entered into any contracted fixed asset expenditure as at
31 December 2004. 

OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had outstanding commitments under
non-cancellable operating leases, which fall due as follows:

31 Dec 31 Dec
GBP 000 2004 2003

Expiry date:

Within one year 80 1

In the second to fifth years inclusive 264 119

After five years 34 27

Operating lease payments represent rent paid by the Group on properties in
the UK, Sweden and Malta.

SUBSEQUENT EVENTS

On 25 January 2005, CEO Pontus Lesse announced that he wishes to leave
his position at the end of 2005.

As announced in the Year-end report, the chairman of the Board, Mats
Sundström, has notified the Nomination Committee of his intention not to
stand for re-election at the forthcoming Annual General Meeting. Anders
Ström, founder and major shareholder, will be nominated as chairman of the
Board at the AGM. Upon appointment, Anders Ström will leave the executive
management team and will no longer be involved in day to day operations. A
replacement executive manager is currently being recuited.

RELATED PARTY TRANSACTIONS

Directors’ remuneration

31 Dec 31 Dec
GBP 000 2004 2003

Aggregate emoluments 173 279

The highest paid director was Anders Ström, who received emoluments of
GBP 106,060 during the year (2003: 121,776).

DEFERRED TAX

The following are the major deferred tax liabilities and assets recognised by the Group and movements thereon during the current and prior reporting period:

Deferred tax liability
Accelerated Unrealised

Capitalised Tax allocation Unremitted tax exchange Tax
GBP 000 expenditure reserves earnings depreciation loss losses Total

At 1 January 2003 –124 –7 – – – – –131

Charge/credit to income for the year –60 –4 –677 2 7 – –732

At 31 December 2003 –184 –11 –677 2 7 – –863

Charge/credit to income for the year –101 –5 –3,209 –11 –3 236 –3,093

At 31 December 2004 –285 –16 –3,886 –9 4 236 –3,956

Certain deferred tax assets and liabilities have been offset. The following is
the analysis of the deferred tax balances (after offset) for financial reporting
purposes:

31 Dec 31 Dec
GBP 000 2004 2003

Deferred tax liabilities –4,166 –872

Deferred tax assets 210 9

Net position –3,956 –863

17

18

20

19

21

22

At 31 December 2004 the Group had unused trading tax losses of GBP
771,920 (2003: GBP 580,874), and other unused tax losses of GBP 94,557
(2003: GBP 142,950) available for offset against future profits. A deferred tax
asset has been recognised in respect of GBP 716,123 (2003: 5,093) of the rev-
enue losses, and GBP 70,600 (2003: nil) of the other losses. No deferred tax
asset has been recognised in respect of the remaining losses due to insufficient
evidence of their reversal in future periods. Losses may be carried forward
indefinitely.
In addition, the aggregate amount of other deductible temporary differences at
31 December 2004 for which deferred tax assets have not been recognised is
GBP 14,810 (2003: GBP 6,360).
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EQUITY COMPENSATION SCHEMES
Option as at Options exercied Outstanding options

Option price flotation since floation as at 31 December 2004
GBP Number Number Number 

Exercise Window

1–15 November 2004 5.48 5,000 –5,000 –

1–15 November 2004 7.06 2,500 –2,500 –

1–15 May 2005 4.02 159,975 – 159,975

1–15 May  2005 5.48 1,000 – 1,000

1–15 May 2006 4.02 29,000 – 29,000

197,475 –7,500 189,975

On 15 November 2004, 7,500 options were exercised by a member of the executive management.
All options can only be exercised during the windows shown above. No amounts relating to share options have been recognised in these financial statements.

CONTINGENT LIABILITIES

Currently the Group has not provided for potential or actual claims arising from the promotion of gaming activities in certain jurisdictions. Based on current legal
advice the Directors do not anticipate that the outcome of proceedings and potential claims, if any, set out above will have a material adverse effect upon the
Group’s financial position. Further details can be found in the Legal Environment on pages 18 and 19.

23

24

Note 22 cont.

DIRECTORS’ REMUNERATION REPORT
Introduction
The Board adheres to the principles of good governance when deciding remu-
neration strategy and has delegated responsibility for remuneration policy to
the Remuneration Committee.

Composition and responsibilities
The Committee meets at least once a year and is responsible for issues relating
to Directors’ and senior managers’ compensation, including the review and
overview of all compensation plans, policies and programmes of the Group.
The remuneration packages are designed to attract, retain and motivate man-
agers of a high quality. The Committee consists of two directors and is chaired
by Peter Lindell. When necessary, the Committee utilises the advice of inde-
pendent consultants.

Remuneration policy
Basic salaries and benefits are determined after an annual review of performance.
The current annual bonus schemes for managers are capped at a maximum
annual amount, and based upon a combination of personal objectives and
Group financial targets for each individual.
The remuneration of the Board of Directors is determined by the full Board after
approval of the AGM.
All directors’ are elected as appropriate, at the AGM.
The Group does not operate any form of executive retirement benefits or pen-
sion scheme, and thus no contributions are made in respect of any director.
The auditors are required to report on the information contained in the remain-
ing sections of this report on Directors’ Remuneration.

Total emoluments
Total emoluments of the directors and executive managers who served during
the year are set out below

2004 2003
GBP 000 Fees/salary Other Pensions Total Total

Mats Sundström 20 – – 20 11

Peter Boggs 8 – – 8 33

Peter Lindell 8 16 – 24 7

Johan Lindgren 10 – – 10 13

Anders Ström 106 – – 106 122

Henrik Tjärnström 5 – – 5 3

Andreas Versteegh – – – - 2

CEO 133 2 – 135 132

Executive management 349 2 10 361 269

Total 639 20 10 669 592

Directors’ interests
The directors and executive managers beneficial interests in the shares/SDRs
of Unibet Group plc are set out below

Ordinary Ordinary
shares/ shares/ Share Share

SDRs SDRs options options
at 31 Dec at 31 Dec at 31 Dec at 31 Dec

Director 2004 2003 2004 2003

Mats Sundström 10,750 10,000 – 1,250

Peter Boggs 650 – – 1,250

Peter Lindell 600,816 610,816 – –

Johan Lindgren – – – –

Anders Ström 2,028,839 2,077,363 – –

Henrik Tjärnström 2,000 650 – –

CEO 30,001 30,001 142,500 142,500

Executive management 19,750 14,300 26,650 34,150

Total 2,692,806 2,743,130 169,150 179,150 

Peter Boggs and Mats Sundstrom forfeited their share options as part of the
IPO process.
The closing price of the company’s shares at 31 December 2004 was 310
SEK, and it has ranged from 149 SEK to 310 SEK in the period from IPO to the
Year-end.
Executive managers include Martina Westin, Susan Ball, Kristian Nylén and
Mats Sjöstedt.



Reconciliations from UK GAAP to IFRS

Year ended 31 December 2004 GBP 000

Profit after tax

Profit after tax per UK GAAP for year ended 31 December 2004 11,801

Adjustments

Capitalisation of costs expensed as development expenditure under UK GAAP 360

Subsequent impact on tax charge –101

Provision for tax on future remittance of overseas earnings –3,209

Profit after tax per IFRS for year ended 31 December 2004 8,851

Shareholders’ equity

Shareholders’ equity per UK GAAP as at 31 December 2004 17,800

Adjustments 

2003 equity adjustments brought forward –204

Proposed dividends accrued under UK GAAP 4,266

Capitalisation of costs expensed as development expenditure under UK GAAP 360

Subsequent impact on tax charge –101

Provision for tax on future remittance of overseas earnings –3,209

Shareholders’ equity per IFRS as at 31 December 2004 18,912
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INDEPENDENT AUDITORS’ REPORT TO THE 
BOARD OF DIRECTORS OF UNIBET GROUP PLC
We have audited the non-statutory financial statements of
Unibet Group plc for the year ended 31 December 2004 which
comprise the consolidated income statement, the consolidated
balance sheet, the consolidated cashflow statement, the state-
ment of changes in equity and the related notes 1 to 24.  These
non-statutory financial statements have been prepared under
International Financial Reporting Standards as adopted for use
in the European Union.

This report is made solely to the company’s board of direc-
tors in accordance with our letter of engagement dated 28 Jan-
uary 2005.  Our audit work has been undertaken so that we
might state to the company’s board of directors those matters
we are required to state to them in an auditors’ report and for
no other purpose.  To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than
the company for our audit work, for this report, or for the
opinions we have formed.

Respective responsibilities of directors and auditors
The Group's directors are responsible for the preparation of
the non-statutory financial statements which give a true and
fair view of the state of affairs of the Group at the year end and
of the profit of the Group for the year prepared in accordance
with International Financial Reporting Standards as adopted
for use in the European Union.  Our responsibility is to audit
the non-statutory financial statements in accordance with
International Standards on Auditing.

We report to you our opinion as to whether the non-statu-
tory financial statements give a true and fair view and are
properly prepared in accordance with International Financial

Reporting Standards as adopted for use in the European
Union.

Basis of audit opinion
We conducted our audit in accordance with International
Standards on Auditing issued by the International Auditing
and Assurance Standards Board. An audit includes examina-
tion, on a test basis, of evidence relevant to the amounts and
disclosures in the non-statutory financial statements. It also
includes an assessment of the significant estimates and judge-
ments made by the directors in the preparation of the non-
statutory financial statements and of whether the accounting
policies are appropriate to the circumstances of the company
and the group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reason-
able assurance that the non-statutory financial statements are
free from material misstatement, whether caused by fraud or
other irregularity or error. In forming our opinion, we also
evaluated the overall adequacy of the presentation of informa-
tion in the non-statutory financial statements.

Opinion
In our opinion the non-statutory financial statements of the
Group as at 31 December 2004 and of its result for the year
then ended are fairly presented and properly prepared in
accordance with International Financial Reporting Standards
as adopted for use in the European Union.

24th March 2005, London

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors



The Share

Shares and share capital
The Company’s issued share capital comprises 6,270,298
Ordinary Shares each with a par value of GBP 0.02. All Ordi-
nary Shares carry equal voting rights and rights to share in the
assets and profits of the Group.

Listing of Swedish Depositary Receipts
Unibet Group plc’s Swedish Depositary Receipts (“SDRs”)
were listed on the O-list of Stockholmsbörsen on 8 June 2004.
As of 1 January 2005 the SDRs will be included in the Attract
40 segment. 

The trading symbol is UNIB. A trading unit is 100 SDRs.
The ISIN code is SE 0001 192485.

Unibet has a liquidity guarantee agreement with
Hagströmer & Qviberg FK.

In connection with the IPO investors were invited to sub-
scribe for SDRs. The Offering comprised 883,700 SDRs,
including 703,700 new SDRs and 180,000 existing SDRs. The
Offering Price was SEK 135 per SDR. The Offering com-
prised SEK 119 million, or 14.1 per cent of the shares and vot-
ing rights of Unibet Group plc. The Offering was oversub-
scribed twelve times.

Share price performance
Unibet’s SDRs have performed well during the months that
they have been traded openly on Stockholmsbörsen. The first
transaction on the first day of trading exchanged at a price of
SEK 183. The closing price at the year-end was SEK 310,
which was also the highest price, paid in 2004. The lowest
price paid during the year was SEK 149.

Unibet Group had a total market capitalisation of SEK 1.9
billion at 31 December 2004.

SHARE PRICE AND TRADING VOLUME SINCE 8 JUNE, 2004 

Turnover
During the period 8 June to 31 December 2004 3.4 million
SDRs in Unibet Group, representing a total value of SEK
669.9 million, changed hands.

On an average trading day 23,357 SDRs, representing a
value of SEK 4.6 million, were traded. 

Dividend policy
It is the intention of the Board of Directors that the company
will pay a dividend of approximately 50 per cent of the
Group’s net income after tax to the shareholders, provided that
other financial objectives are met and an appropriate capital
structure is maintained. All SDRs carry the same rights as
ordinary shares, including the entitlement to dividends.

Proposed dividend
Trading operations during 2004 generated a much stronger
trading performance than anticipated a year ago. In addition,
the Company’s financial goals have been more than achieved
for 2004. An appropriate capital structure has been maintained
and therefore the Board of Directors has decided to propose a
dividend of SEK 9 per ordinary share to be paid to holders of
ordinary shares and SDRs.

Shareholders
At 28 February 2005, Unibet had 2,230 shareholders.

At 10 March 2005, Unibet’s six major shareholders held
71.9 per cent of the total share capital and votes, as shown
below.

Share of
No. shares/ share capital/ Accumul-

Shareholder SDRs votes, % ated, %

Anders Ström through company 1,775,839 28.3 28.3

ITP Invest through Staffan Persson 
and Peter Lindell directly and 
through company 1,079,752 17.2 45.5

Fidelity 663,168 10.6 56.1

Living Capital Ltd/Jersey Ltd 432,356 6.9 63.0

Capital Group 329,575 5.3 68.3

Quesada AB 224,331 3.6 71.9

Other 1,765,277 28.1 100.0

Total 6,270,298 100.0

Source: VPC AB
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Dialogue with capital markets
Unibet’s Investor Relations policy focuses on conducting a
dialogue with capital markets aimed at increasing interest in
Unibet among existing and potential investors by providing
relevant, up-to-date and timely information.

Investors and capital market players should be provided
with clear information about the Company’s activities aimed
at increasing shareholder value. Unibet strives to ensure good
access for capital markets, notably through presentations in
Stockholm and London.

In the Investor Relations section of Unibet’s website,
www.unibet.com, investors can find up-to-date information
about the Group’s financial performance, stock market data, a
financial calendar, company information and other important
facts.

Unibet arranges the following capital market activities:
•  Quarterly meetings and teleconferences for analysts,

investors and financial media.
•  Financial hearings in Stockholm.
•  Participation in industry seminars and conferences.

OWNERSHIP STRUCTURE ON 28 FEBRUARY 2005

No. shares/ Share capital/
Holding No. shareholders SDRs Votes (%)

1–500 1,994 197,898 3.2

501–1 000 108 85,094 1.4

1 001–10 000 85 244,556 3.9

10 001–250 000 36 1,330,818 21.2

250 001– 7 4,411,932 70.3

Total 2,230 6,270,298 100.0

Undertaking and statement of intent by certain owners,
Board of Directors and Chief Executive Officer
In connection with the IPO in June 2004 certain owners, all
Directors and the CEO undertook not to sell any Ordinary
Shares, in the form of SDRs, in Unibet before 5 May 2005
without the prior written consent of Hagströmer & Qviberg
Fondkommission AB (“H&Q”), Unibet’s financial advisor.

On 8 March 2005, with the agreement of H&Q, certain
owners divested 9.6 per cent of their SDR’s in Unibet, in order
to create more liquidity in the stock. Anders Ström, Staffan
Persson, Peter Lindell and Quesada AB at the same time,
agreed not to divest any additional SDR’s during 2005.

|
TH

E
S

H
AR

E
|

U
N

IB
ET

 A
N

N
U

AL
RE

PO
RT

 2
00

4

37

Legal entities 91%Natural persons 9%
of whom: 7% men

2% women

Foreign owners 83%Swedish owners 17%

Source: VPC, sorted after holdings as at 28 February 2005



Options

In the UK, options may be granted under two types of option
schemes:

”The Approved Scheme”, which has certain tax advan-
tages for the individual and ”The Unapproved Scheme”, one
which does not attract such advantages. 

Under an Approved Scheme, there will be no income tax
liability on exercise, if the options are exercised at least three
years after the date of grant. In order to be granted approval by
the Inland Revenue, the option scheme must fulfil certain con-
ditions and contain certain restrictions. For example, a partici-
pant may not be granted options under the Approved Scheme,
which have a market value in excess of GBP 30,000 worth of
Ordinary Shares (valued at the date of grant). The approval of
the Inland Revenue is not obligatory but there is no beneficial
tax treatment of options granted under a scheme, which has
not been approved by the Inland Revenue. 

Except for the tax advantages, both schemes have broadly
the same rules.

Like many other companies in the UK, Unibet has both
types of schemes.

The purpose of the Unapproved Scheme is to allow the
grant of further options in excess of those permitted under the
Approved Scheme, a common practice for English compa-
nies. The principal terms of the Unapproved Scheme are set
out below:

The Unapproved Scheme
Responsibility for operation
The Unapproved Scheme is operated by the Directors or, in
respect of executive directors of the Company, by the Remu-
neration Committee appointed by the Board, which consists
mainly of non-executive directors of the Company.

Eligibility
Employees and executive directors of the Company and any
subsidiary companies are eligible to participate in the Unap-
proved Scheme. Non-executive directors of these companies
are not eligible to participate.

Grant of options
Options may be granted at the discretion of the Directors, or
the Remuneration Committee in the case of executive direc-
tors of the Company, to selected employees, normally within
42 days of the announcement of the Company’s year-end
results. Options are not pensionable or transferable. 

Option price
The option price must not be less than the market value of the
Ordinary Shares or SDRs. For this purpose, market value
means the weighted average of the market quotations on the
10 trading days immediately prior to the date of grant.

Individual limits
The Board of Directors will decide the maximum number of
Ordinary Shares or SDRs, which may be granted under option
to individual participants. At any given time, the number of
Ordinary Shares or SDRs under subsisting options will not
exceed the following:
•  in the case of subsisting options held by the chief executive

officer of the Company, 2.75 per cent of the ordinary share
capital of the Company;

•  in the case of subsisting options held by the executive man-
agement (including the chief executive officer) of the Com-
pany and other participating companies, 3.75 per cent of the
ordinary share capital of the Company;

•  in the case of subsisting options held by the executive man-
agement (including the chief executive officer) of the Com-
pany and other participating companies, and all other
employees, 5 per cent of the ordinary share capital of the
Company.

Scheme limit
At any time, not more than 5 per cent of the issued ordinary
share capital of the Company may be issued or be issuable
under the Unapproved Scheme and all other employees’ share
schemes operated by the Company. This limit does not include
options which have lapsed or been surrendered.
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Exercise of options
Options will normally be exercisable in accordance with a
vesting schedule set at the date of grant and will expire not
later than the fifth anniversary of the date of grant. It is
intended to grant options on the basis that they will become
exercisable on the third anniversary of grant, for a period of
one year, and expire on the fourth anniversary of grant. Exer-
cise of options may only take place within prescribed exercise
windows during the one year exercise period. The rules of the
Unapproved Scheme allow the Directors to grant options on
the basis that they will only be exercisable to the extent that a
performance condition has been satisfied. 

Options may however, be exercised early in certain cir-
cumstances. These include, for example, an employee leaving
because of ill health, retirement, redundancy or death. On ces-
sation of employment for other reasons, options will normally
lapse.

Change of control, merger or other re-organisations
Options may generally be exercised early on a takeover,
scheme of arrangement, merger or other corporate re-organi-
sation. Alternatively, participants may be allowed or, in certain
cases, required to exchange their options for options over
shares in the acquiring company.

Issue of shares
Any Ordinary Shares issued on the exercise of options will
rank equally with shares of the same class in issue on the date
of allotment except in respect of rights arising by reference to
a prior record date.

Variation in share capital
If there is a consolidation or reduction in the share capital of
the Company, options may be adjusted as the Directors con-
sider appropriate in order to ensure that the number of Ordi-
nary Shares or SDRs comprised in an option and the option
price equal the same proportion of the share capital as against
the same option price as was the case before the variation took
place.

Options granted
At 31 December 2004 the Company had 189,975 subsisting
options divided into 167,553 options under the Unapproved
Scheme and 22,422 options under the Approved Scheme.
Each option confers the right to acquire (including by sub-
scribing) one Ordinary Share in the Company. 

Exercise of options
On 15 November, under the rules of Unibet’s option schemes
no. 3 and 4 for senior executives, 7,500 share options were
exercised. 

THE UNAPPROVED SCHEME

Option No. of Exercise price 
program options Exercise period per option, GBP

1 159,975 1–15 May 2005 4.02

2 7,578 1–15 May 2006 4.02

Total 167,553

THE APPROVED SCHEME

Option No. of Exercise price 
program options Exercise period per option, GBP

5 1,000 1–15 May 2005 5.48

6 21,422 1–15 May 2006 4.02

Total 22,422

Dilution effects
Provided options programs 1–2 and 5–6 are fully exercised,
the share capital of the Company will increase by a total maxi-
mum of GBP 3,799.50 by the issue of a total maximum of
189,975 Ordinary Shares, corresponding to 3.03 per cent of
the capital and votes in the Company.

|
O

PT
IO

N
S

|
U

N
IB

ET
 A

N
N

U
AL

RE
PO

RT
 2

00
4

39



Board of directors

Mats Sundström
Swedish citizen. Born 1955. Board member and Chairman since 2003. 
MSc from the Stockholm School of Economics, Sweden.
Other significant board assignments: NeoNet AB; iBizkit AB. 

Peter Boggs
US citizen. Born 1948. Board member since 2001. 
BA in American Studies from Washington College, Maryland USA.
Marketing consultant, since 2002.
Other significant board assignments: Barretstown Fund Gang Camp Ltd.,
Ireland. 
Holding in the Company: 650 SDRs.

Peter Lindell
Swedish citizen. Born 1954. Board member since 2002. 
MSc in Industrial Engineering and Management from the Institute of
Technology, Linköping University, Sweden.
Senior partner at ITP Investment Group.
Other significant board assignments: Dataeffektiv i Sverige AB; I Teknisk
Partner Invest AB; Media Workflow Management AB; Room 328 AB, Swedish
Private Equity & Venture Capital Association.
Holding in the Company: 482,816 SDRs, directly and thorugh company.

Johan Lindgren
Swedish citizen. Born 1957. Board member since 2003. 
MSc from the University of Stockholm, Sweden.
CFO and Executive Vice President of Bredbandsbolaget AB.

Anders Ström
Swedish citizen. Born 1970. Board member since incorporation. 
Business Development Director and founder of the Company in 1997. 
Holding in the Company: 1,775,839 SDRs.

Henrik Tjärnström
Swedish citizen. Born 1970. Board member since 2003. 
Business Analyst at Skanska BOT UK Ltd.
Holding in the Company: 2,000 SDRs. 

AUDITORS OF THE COMPANY 
Deloitte & Touche LLP
Auditors of the Company since incorporation in August 2000.
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From left to right: Henrik Tjärnström, Johan Lindgren, Anders Ström, Peter Lindell, Mats Sundström and Peter Boggs.

Above mentioned holdings are as at 10 March 2005.



Corporate governance

The structure of share ownership on the Swedish stock
market differs from how it is in, amongst others, the UK
and the USA. Whereas most listed companies in these
countries have a very divided ownership structure, in
Swedish listed companies as well as in other continental
European listed companies, the ownership is dominated
by one or a few major shareholders. These owners often
exercise their role actively and have a special responsibil-
ity for the company and take seats on the Board. This is
the case with Unibet Group plc.

The main objective of the Board of Directors is to focus on
accomplishing Unibet’s business concept and strategies and
generate increased shareholder value by an active process of
corporate governance. In doing so, the Board of Directors
recognises that this process must include a long-term perspec-
tive where the interests of other constituents i.e. society, cus-
tomers, sport organizations etc, must also be considered. This
is important especially in an immature, international industry
characterised by great political interest, high growth and mar-
ket conditions which are yet to be established.(evolving all the
time).

The Board of Directors is committed to follow the rules
and regulations of “Noteringsavtalet” and the rules issued by
Näringslivets Börskommitté. The Board of Directors will also
follow the new Swedish Code of Corporate Governance, when
applicable.

The Composition of the Board of Directors
Unibet is growing rapidly in a fast changing marketplace,
which leads to the need for different competences at different

times, a process that should be seen as a natural step in the
development of Unibet.

The Board of Directors consists of six members, of which
four are independent. One is an employee. The CEO and CFO
attend a majority of the Board of Directors’ meetings.

The nomination committee consists of the largest share-
holders.

Compensation and D&O Liability Insurance
The general meeting establishes the principles and the maxi-
mum amount of the Directors’ Fees. Employees cannot
receive any director fees.

A Director can, during a short period of time, supply con-
sultancy services, but only if this is more cost-effective and
better than any external alternative. Any such consultancy fee
will be disclosed in the Annual Report. None of the Directors
holds stock options issued by the Company. Unibet has taken
out Directors and Officers Liability insurance covering the
risk of personal liability for their services to the Company.
Cover is in place for an indemnity level of GBP 1 million.

CEO and Board of Directors Evaluation 
The CEO is evaluated once a year, both in quantitative and
qualitative terms. A variable compensation element, max-
imised to 50 per cent of the CEO’s fixed salary is tied to this
evaluation.

The Board of Directors has also implemented an annual
performance evaluation of the Board of Directors.
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The Working Procedures of the Board of Directors
A written, annually reviewed, set of rules, timetables and pro-
cedures regulates the work of the Board of Directors. The
Board of Directors has also adopted written instructions for
the CEO.

At least once a year the Board of Directors will review the
strategy and visit the Group’s different office locations. Some-
times the Board of Directors meets without the management.

The Board of Directors has also discussed its working pro-
cedures in the case of a major crisis.

During the year 2004, 6 board meetings were held.

Chairman and Chief Executive Officer
There is a clear division of responsibilities between the Chair-
man and the Chief Executive Officer whereby the Chairman is
responsible for the running of the Board, and the Chief Execu-
tive Officer has executive responsibility for the running of the
business. No one individual has unfettered powers of deci-
sion-making.

Audit committee and Remuneration committee
Unibet Group plc has an audit committee and a remuneration
committee. Both work within written instructions and report
to the Board of Directors on a regular basis.

The audit committee monitors the integrity of the financial
statements of the Group, the independent auditors’ qualifica-
tions and independence, the performance of its independent
auditors and the compliance by the Group with legal and regu-
latory requirements.

The audit committee is comprised solely of independent
Directors and is chaired by Johan Lindgren who has the rele-
vant accounting and financial management expertise.

The remuneration committee is responsible for issues
relating to Directors’ and officers’ compensation, including
the review and overview of all remuneration plans, policies
and programmes of the Group. Peter Lindell chairs the com-
mittee.

Internal control
The Board of Directors has overall responsibility for the
Group’s internal control systems and for monitoring their
effectiveness. The Board of Directors considers that Unibet
has strong management and financial controls, which allow
the business to be monitored and controlled in a timely and
effective manner. The management team receives internal
financial reporting on the business on a daily, weekly and
monthly basis. The Board of Directors receives a report on key
figures and developments every month.



Senior executives
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Pontus Lesse
Swedish citizen. Born 1954. 
Chief Executive Officer until 31 December 2005. 
MSc in Industrial Engineering and Management from the Institute of
Technology, Linköping University, Sweden.
Holding in the Company: 1 Ordinary share, 30,000 SDRs and 142,500 options
(in respect of option program 1).

Susan Ball
English citizen. Born 1961. 
Chief Financial Officer. 
Fellow of the Chartered Accountants in England and Wales (FCA) and BA
(Hons) Accounting, University of Central England, UK.
Holding in the Company: 20,000 options (5,578 options in respect of option
program 2 and 14,422 in respect of option program 6).

Anders Ström
Swedish citizen. Born 1970. 
Business Development Director and founder of the Company in 1997. 
Holding in the Company: 1,775,839 SDRs through company.

Martina Westin
Swedish citizen. Born 1967.
Director of Marketing.
BSc in Business Administration and Economics from Uppsala University,
Sweden.
Holding in the Company: 2,000 SDRs and 5,000 options (in respect of option
program 6).

Mats Sjöstedt
Swedish citizen. Born 1959. 
Director of IT.
Holding in the Company: 2,500 SDRs and 1,650 options (in respect of option
program 1).

Kristian Nylén
Swedish citizen. Born 1970. 
Director of Gaming. 
BSc in Business Administration, Mathematics and Statistics, University of
Karlstad.
Holding in the Company: 14,650 SDRs.   

Above-mentioned holdings include personal holdings, family holdings and
holdings through companies in which they have an interest, and are as at 10
March 2005.

From left to right: Martina Westin, Mats Sjöstedt, Pontus Lesse, Susan Ball, Anders Ström and Kristian Nylén.
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Gambling terminology and the concept of betting

Gambling terminology
There are a number of terms used within the gambling indus-
try that are different to those terms commonly used when
describing other industries. Even within the gambling indus-
try, terms may vary depending on which sector of the industry

is being described, for example, a land-based casino operator
might use different terminology from a lottery operator.

Unibet uses the following key terms to describe its busi-
ness.

Term Definition

Turnover/Revenue The terms Turnover and Revenue are inter-changeable.

Total amount risked by customer ( i.e. gambled, staked or bet by customers) and commission from payment solutions and win-
nings from bets placed with other bookmakers.

Turnover includes “recycling”, which refers to amounts that are staked on more than one occasion, for example a customer’s win-
nings on race A that he or she then goes on to place on race B.

Turnover provides a true reflection of the amounts actually risked by customers on events which take place within the time period
referred to. 

For the casino services, turnover equals the difference between i) the amounts transferred to the casino, “chips” bought, and ii)
the total of the amounts transferred out, “chips” cashed in, less iii) the amounts left in the casino. This is referred to as the “drop”
according to industry standard, and is accounted for less any transaction costs. 

Although some regulators do record the total value of the turnover from casino products and slot machines in their jurisdiction,
many do not and, in the case of off-line casino products, it would be difficult to keep a track of exactly how many chips are won
and lost on every turn of the roulette wheel or turn of a card, etc.

For poker, turnover and gross winnings equal Unibet’s net share of the rake.

LESS Cost of Sales Total amount paid out to customers plus payment-related costs such as bank/credit card fees and stakes related to betting
placed with other bookmakers.

Please note that in the formal profit and loss accounts Cost of Sales includes Betting Duties but in calculating Gross Winnings it
does not.

EQUALS Gross Winnings Gross Winnings can be defined as the Turnover less Cost of Sales.

Gross Winnings provide a representation of customers’ losses and therefore is a key indicator of the Group’s performance. 

Although Gross Winnings is not a line item in the formal profit and loss accounts, Unibet consider it to be the most important
measure of the business.

LESS Betting Duties Duties paid to relevant authorities providing a licence.

EQUALS Gross Profit Turnover less Cost of Sales and less Betting Duties.

Gross Profit provides a reflection of what gambling companies receive as net income, from which both their fixed and semi-vari-
able-operating costs must be met. [Industry analyst GBGC believes that Gross Profit is the gambling industry’s equivalent of the
“contribution” in a typical business.]
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The concept of betting 
When tossing a coin, the chance of heads is 50 per cent and
the chance of tails is 50 per cent i.e. the total probability is 100
per cent. The odds are calculated as 1/probability, in this
example 1/50 per cent = 2.00. 

To make money from arranging bets on a coin toss, the bet-
ting operator has to offer odds less than 2.00.

If the operator has set a Gross Winnings margin target of
10 per cent on Turnover, the odds to offer to the customers are
1.80 on each outcome (0.9 x 2.00).

Outcome Probability Odds no margin Odds 10% margin Odds 20% margin

Tails 50% 2.00 1.80 1.60

Heads 50% 2.00 1.80 1.60

Customer A bets 100 on Tails

Customer B bets 100 on Heads

The outcome of the toss is Tails

Odds 2.00 1.80 1.60

Customer A wins 200 180 160

Customer B wins 0 0 0

The operator’s Gross Winnings 0 20 40

Turnover 200 200 200

Gross Winnings margin 0 10% 20%

The differences between different margins are apparent
with this example:
If Operator A presents a Gross Winnings margin of 20 per
cent, an average punter betting level stakes at GBP 5 per bet
would on average be able to make 100 bets with an initial cap-
ital of GBP 100.

Operator B, offering a Gross Winnings margin of just 10

per cent would still achieve the same end result. However, the
punter would have enjoyed twice the number of bets. With the
same initial capital of GBP 100 and staking plan of GBP 5 per
bet, he would on average be able to make 200 bets.

Moreover, the Turnover achieved by Operator B in the
above example is twice as large as that of Operator A, whilst,
Gross Winnings remain identical for both operators.
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ANNUAL GENERAL MEETING

The Annual General Meeting in Unibet Group plc will be held
on Tuesday 26 April 2005, 4 p.m. at the Nordic Sea Hotel, Vas-
aplan, Stockholm.

Right to participate
Holders of Swedish depositary receipts who wish to attend the
AGM must be registered at VPC AB on Friday 15 April 2005
and notify their intention to attend the AGM to Skandinaviska
Enskilda Banken AB publ) no later than 5 p.m. on Wednesday
20 April 2005.

Only those holders of Swedish depositary receipts who are
registered as owners or voters at VPC AB on Friday 15 April
2005 will be entitled to attend the AGM.

Holders of Swedish depositary receipts who are registered
at VPC AB on 15 April 2005 and wish to attend the AGM must
notify this to Skandinaviska Enskilda Banken (AB) (publ) no
later than 5 p.m. on Wednesday 20 April 2005 by filling in the
enrolment form provided at www.unibet.com/AGM, “Notifi-
cation to holders of Swedish Depository Receipts in Unibet
Group plc”. The form must be completed in full and delivered
electronically.

Please note that conversions to and from Swedish deposi-
tary receipts and shares will not be permitted between 15 and
29 April 2005.

Dividend
The Board of Directors proposes a dividend of SEK 9.00.

Financial information
Unibet Group plc’s financial information is available in
Swedish and English. Reports can be obtained from Unibet’s
website, www.unibet.com or ordered by email at info@uni-
bet.com. Distribution will be via email.

Annual Reports can be ordered through the website,
www.unibet.com or ordered by email at info@unibet.com.

Unibet will publish financial reports for the 2005 financial year
on the following dates:
Interim Report January – March 2005 11 May 2005
Interim Report January – June 2005 17 August 2005
Interim Report January – September 2005 2 November 2005
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Definitions

Acid test ratio
Current assets divided by current liabili-
ties.

Average no. of employees
Average number of employees based on
headcounts at the month end.

Capital employed
Total assets less non-interest bearing
liabilities.

Debt/equity ratio
Interest-bearing liabilities divided by
shareholders’ equity.

Dividend per share
Dividends paid divided by the fully
diluted weighted average number of
Ordinary Shares for the period.

Earnings per share, fully diluted
Profit after tax adjusted for any effects
of dilutive potential Ordinary Shares
divided by the fully diluted weighted
average number of Ordinary Shares for
the period.

Equity/assets ratio
Shareholders’ equity as a percentage of
total assets.

EEA
The Agreement on the European Eco-
nomic Area.

ESA
European Free Trade Association Sur-
veillance Authority.

Gross profit margin
Gross profit as a percentage of revenue.

Interest cover
Profit/(loss) from operations plus
income from investments divided by
finance costs.

Investments
Total tangible and intangible capital
expenditure.

No. of active customers
Number of active customers is defined
as total registered customers who have
placed a bet with Unibet during the last
90 days.

No. of registered customers
Number of registered customers means
the total number of customers on Uni-
bet’s customer base.

Operating margin
Profit/(loss) from operations as a per-
centage of revenue.

P/E ratio 
Price/Earnings ratio; calculated as price
per share at 31 December in relation to
fully diluted earnings per share. 

Price/Equity, fully diluted
Price per share at 31 December in rela-
tion to shareholders’ equity per share,
fully diluted.

Proportion of risk-bearing capital
Shareholders’ equity plus deferred tax
liability as a percentage of total assets.

Rate of capital turnover
Revenue divided by average total assets.

Return on capital employed
Profit/(loss) from operations as a per-
centage of average capital employed.

Return on equity
Profit/(loss) after tax as a percentage of
average shareholders’ equity.

Return on total assets
Profit/(loss) after tax from operations as
a percentage of average total assets.

Salary and remuneration excluding
social security costs
All salaries and other form of remunera-
tion payable to employees and company
officers excluding any related social
security costs.

Shareholders’ equity
Total assets less total liabilities; also
commonly referred to as total equity or
equity.

Shareholders’ equity per share, fully
diluted
Shareholders’ equity divided by the
fully diluted number of Ordinary Shares
at the year end.

Total capital 
Total capital is equal to total assets or
balance sheet total.

Value added per average employee
Profit/(loss) from operations plus
salaries and related costs divided by the
average number of employees. Salaries
and related costs are calculated as all
salaries and other form of remuneration
payable to employees and company
officers plus any related social security
costs.

Weighted average no. of shares
Calculated as the weighted average
number of Ordinary Shares outstanding
during the year, and shown after the two
to one (2:1) reverse share split. 

Weighted average no. of shares, fully
diluted
Calculated as the weighted average
number of Ordinary Shares outstanding
and potentially outstanding (i.e. includ-
ing the effects of exercising all share
options and converting all convertible
loan notes) during the year, and shown
after the two to one (2:1) reverse share
split.

Working capital as a proportion of
revenue 
Current assets less cash and cash equiv-
alents and non-interest bearing current
liabilities as a percentage of revenue.
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Pictures from the Unibet office in London.



Unibet Group plc
Melbury House

51 Wimbledon Hill Road
London SW 19 7QW

United Kingdom
Telephone +44 870 145 2400 Fax +44 870 145 2500

Customer service +356 2343 1610
info@unibet.com



www.unibet.com


