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The enclosed proposal contains trade secrets and other confidential information of 
GTECH Corporation ("GTECH"), as defined by Texas state law. Such information is 
exempt from public disclosurc pursuant to thc Tcxas Public Information Act and 
Texas State Lottery Act, specifically the Texas Government Code, [Title 5 (Open 
Government; Ethics), Subtitle A (Open Government), Chapter 552 (Public 
Information), Subchapter C (Information Excepted from Public Disclosure), in 
particular, §§ 552.101 (Exception: Confidential Information), 552.102 (Exception: 
Personnel Information), 552.104 (Exception: Information Related to Competition or 
Bidding), 552.110 (Exception: Trade Secrets; Certain Conunercial or Financial 
Information)]; and the Texas Administrative Code [Title 16 (Economic Regulation), 
Part 9 (Texas Lottery Commission), Chapter 401 (Administration of State Lottery 
Act), Subchapter G, § 401.50 I (Lottery Security)]; as well as applicable Texas 
common law. 

Pursuant to RFP Section 1.9, Proposals Subject to Texas Public Information Act, 
GTECH has clearly marked each instance of confidential information by placing the 
word "CONFIDENTIAL," on each such page in its proposal, including exhibits and 
inserts where applicable. In addition, where only part of the information on a page is 
considered confidential, GTECH has identified the information that is exempt from 
public disclosure with the following marking: "Confidential material begins here" and 
"Confidential material ends here." In each instance where confidential information 
appears in the enclosed proposal, GTECH has included a reference to the statutory 
exemption(s), which protect(s) this information from public disclosure. 

As further required by RFP Section 1.9, a catalog of confidential information (in table 
fonnat) within GTECH's proposal is included immediately after the Transmittal 
Letter. The catalog provides a reference to the page and section number within the 
proposal where the confidential information is located, the statutory exemption(s) that 
applies, and the specific details as to why each instance of confidential information is 
exempt from public disclosure, including relevant facts as to how disclosure would 
cause substantial competitive harm to GTECH. 

© GTECH Corporation 2010. All rights reserved. 
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The trademarks and logos contained in this document are marks owned by or exclusively 
licensed to GTECH Corporation. 
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LOTTOMATICA GROUP 

Lottomatica Group S.p.A. is one of the leading gaming operators in the world based on total wagers and~ 
through its subsidiary GTECH Corporation, is a leading provider of lottery and gaming technology 
solutions worldwide. It is the goal of Lottomatica Group to be the leading commercial operator and 
provider oftechnoJogy in the regulated worldwide gaming markets, by delivering market leading products 
and services, with a steadfast commitment to the highest levels of integrity. responsibility and growth. 
Lottomatica is listed on the Stock Exchange of Milan under the trading symbol "LTO" and has a 
Sponsored Level I American Depository Receipt (ADR) program listed on the United States over the 
counter market under the trading symbol "LITOY". 

In this report, the term "Lottomatica" refers to Lottomatica Group S.p.A., the parent entity, and its 
subsidiaries excluding GTECH; the term "GTECH" refers to GTECH Corporation and its subsidiaries; 
and the terms "Group", "we", "our" and "us" refer to Lottomatica and all subsidiaries included in this 
report. 

As further described in the Business Overview section of this report, the Group operates in the publicly 
regulated gaming market consisting of online, instant and traditional lotteries, sports pools, fixed-odds 
and pari-mutuel betting, machine gaming and interactive gaming. 

Lottomatica, the principal Italian operating entity of the Group, has built an extensive distribution 
network in Italy, with approximately 247,000 tcrminals in about 109,500 points of sale (including 
approximately 26,000 points of sale where Lottomatica provides processing services for third parties), 
comprised of tobacconists, bars, petrol stations, newspaper stands and motorway restaurants. Since 1993 , 
Lottomatica has been the sole concessionaire for the Italian Lotto game. Since 2004, Lottomatica has 
operated instant and traditional lottery games, which in recent years has been a high growth area. In 
2006, Lottomatica received authorization to distribute online instant lottery games. In 2007, Lottomatica 
began operating fixed odds sports betting and sports pools through a retail network. Prior to this license, 
Lottomatica had operated only sports pools with a concession that began in 2003 and expired in 
December 2007. Lattomatica, in order to develop the Italian sports betting/interactive market, has 
continued to acquire further points of sale . As of March 31, 2010, 1,699 points of sale were acquired. 

GTECH is the world's leading operator of highly-secure on line lottery transaction processing systems, 
doing business in more than 50 countries worldwide. GTECH designs, sells and operates a complete 
suite oflottery-enabled point-of-sale terminals that are electronically linked with a centralized transaction 
processing system that reconciles lottery funds between the retailer, where a transaction is enabled, and 
the lottery authority. GTECH currently operates, provides online equipment and services to, or has been 
awarded andlor has entered into, contracts to operate or provide equipment and services in the future to, 
25 of the 44 lottery authorities in the United States, and 53 non-U.S. lottery authoriti es. 
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The Group operates in the gaming machine market through Lottomatica's Italian subsidiary Lottomatica 
Videolot Rete S.p.A., its Canadian subsidiary Spielo Manufacturing, ULC ("Spielo"), a leading provider 
of video lottery terminals ("VL Ts") and related products and services to the global gaming industry, and 
its Atronic group of companies ("Atronic"). Lottomatica Videolot Rete operates on its networks with 
amusement with prize machines ("A WPs"). Atronic, a leading video gaming machine provider in Europe, 
Asia and Latin America, operates in the United States and is licensed in approximately 203 worldwide 
gaming jurisdictions. 

The Group provides technology. games and a full suite of e-commerce services to government sponsored 
lottery markets and regulated commercial sports betting and Internet gaming markets through GTECH 
G2, a division ofGTECH comprised of its Finsoft, Boss Media and St. Minver groups of subsidiaries. 

Additionally, the Group has leveraged its distribution and transaction processing competence to expand 
its activities to include commercial services through its networks worldwide. 

For management purposes, the Group's operating segments are organized and managed scparatcly 
according to the nature of the products and services provided, with each segment representing a strategic 
business unit. The Group's reportable segments are as follows: 

• The Italian Operations segment operates and provides a full range of gaming services, including 
online, instant and traditional lotteries, scratch and win, sports betting, machine gaming, 
interactive skill games and non· lottery commercial transactions; 

• The GTECH Lottery segment operates and provides a full range of services, technology and 
products to government sponsored online, instant and traditional lotteries; 

• The Gaming Solutions segment operates and provides solutions, products and services relating to 
VLTs and associated systems for the government sponsored market and video and traditional 
mechanical reel slot machines and systems for the commercial gaming markets; and 

• The GTECH G2 segment provides digitally.distributed, multi.oChannel gaming entertainment 
products and services, including sports betting, lottery, bingo, poker, casino games and quick 
games, as well as retail solutions for real·time transaction processing and information systems for 
the sports·betting market. 

The Group has operations in more than 50 countries worldwide on six continents and had 7,706 
employees as of March 31, 20 I O. For additional information on the Group, please go to its website at: 
www.gruppolottomatica.itlenglaboutuslindex.htm. 
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OPERATING AND FINANCIAL REVIEW 

The following operating and financial review is provided as a supplement to, and should be read in 
conjunction with, the Group's financial statements and accompanying notes. 

The first quarter 0[2010 was in line with our expectations. We experienced some very positive outcomes 
that position us very well for future growth and. at the same time, there were developments that need to 
be addressed going forward. 

As is sometimes the case with our business, quarterly, year-over-year comparisons can be misleading. 
Our results might be impacted in the short tenn by one-time events such as large jackpots, non-recuning 
product sales, fluctuations in payout percentages as well as changes in our contract portfolio mix. 

The first quarter of last year was our best quarter on record in tenns of operating income, EBITOA and 
EBIT driven by solid revenue perfonnance, exceptionally low sports betting payouts, considerable 
jackpot activity, and a significant product sale in the GTECH Lottery segment. For the first quarter of 
20 I 0, we experienced an unusually low level of late numbers in the Italian Lotto game, higher than 
average payout levels in sports betting, and no major product sales or significant multi-state United States 
("US") jackpots. 

Our business rests on the fundamental science of statistics. The impact of jackpots, prize payouts and late 
numbers, all important variables in our business, are predictable with a high degree of reliability over an 
appropriate period of time. It is a given that these events will occur over the course of a full year but their 
impact on a quarter can vary. 

We are witnessing an evolution of the Italian gaming market and we expect the Italian gaming machine 
and sports betting sectors to become drivers of our growth going forward. Lotto and Scratch and Win wi ll 
continue as the foundation of our success in our Italian business but those sectors are maturing. 

The Italian Scratch and Win tender was resolved with the Lottomatica-Ied consortium, Consorzio Lotterie 
Nazionali , as the sole bidder. This is a very positive outcome for us. Once the concession is awarded, we 
will have secured the Scratch and Win business for nine more years at rates that are more favorable than 
the current ones. We have been planning and preparing for this license for some time. Our retail network 
is one of the best and we have the marketing expertise and local market understanding to sustain the 
profitab ility of this sector going forward. 

On April 30, 2010 we exercised our rights for the maximum allowable number of 10,761 VLT licenses 
that have a nine-year tenn and a very attractive rate ofretum over that period. We expect to have our first 
VLTs introduced to the market by mid 2010. 

In addition, the two US multi-state jackpot games, PowerBall and Mega Millions, began cross selling one 
another's games at the end of January. More time is needed to properly analyze the impact of this 
development. However, initial results seem to validate the predictions that cross-selling will drive growth 
for our customers in the US market. 
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The modest positive impact of the few weeks of cross-selling was masked over by the impact of Florida 
and California that have not yet joined the cross-selling effort and each had declining results for the 
quarter as well. 

Florida is planning on joining in the cross-selling effort this quarter and California is evaluating its 
options. There were other major developments in California. Prize payout reform legislation was finally 
passed. The California Lottery will now have the authority and flexibility to manage its portfolio of 
games to implement industry best practices. 

After a concerted restructuring effort, our Gaming Solutions business improved its performance. While 
still suffering the affects aflow demand, there are encouraging signs, particularly in the govemment
sponsored markets in the US. In addition, our Spielo subsidiary has established a major presence in Italy 
as a supplier not only to Lottomatica but other operators as well. 

Presented below are the Group's key performance indicators (in thousands of euros, except per share 
amounts). 

For the three months ended 
March 31, Decrease 

2010 2009 € % 

Revenue 544,648 582,247 (37,599) (6.5) 

EBITDA 197,337 239,553 (42,2 16) (J 7.6) 

Operating income 118,090 155, 197 (37,107) (23.9) 

EBIT 117,963 165,508 (47,545) (28.7) 

Net income 41,338 85,809 (44,471) (51.8) 

Diluted earnings per share 0.18 0.48 (0.30) (62.5) 

Consolidated revenue for the first three months of 201 0 decreased 6.5% from the same period in 2009. 
Service revenue declined approximately 4% to €519.9 million and product sales for the first three months 
of2010 totaled €24.8 million, compared to €40.8 million during the same period of 2009 when a 
significant product sale was recorded to our customer in Denmark. 

EBITDA decreased 17.6% resulting from lower operating income primarily in the Italian Operations and 
GTECH Lottery segments. The €3 7.1 million decrease in operating income was principally due to lower 
service revenue in the Italian Operations segment and lower product sale revenue in the GTECH Lottery 
segment. The service revenue decrease resulted from a decline in Lotto and sports betting wagers. The 
payout percentage for sports betting wagers during the first three months of 2010 was unusually high 
compared to the same period of the prior year, however, we expect the average payout percentage for the 
full year of 20 I 0 to be lower than the first three months of 20 I 0 and in line with previous full year payout 
percentages. GTECH Lottery was impacted by the cyclicality of product sales as described above. 
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EDITDA AND EDIT 

EBITDA and EBIT are considered alternative performance measures that are not defined measures under 
IFRS and may not take into account the recognition, measurement and presentation requirements 
associated with lFRS. We believe that EBITDA and EBIT assist in explaining trends in our operating 
performance, provide useful information about our ability to incur and service indebtedness and are 
commonly used measures ofperfonnance by securities analysts and investors in the gaming industry. 
EBITDA and EBIT should not be considered as alternatives to operating income as indicators of our 
performance or to cash flows as measures of our liquidity. As we define them, EBITDA and EBIT may 
not be comparable to other similarly titled measures used by other companies. 

EBITDA and EBIT are computed as follows: 
For the three months ended 

March 31, Increase (decrease) 
(thousands of euros) 20 10 2009 € % 

Operating income 118,090 155,197 (37,107) (23.9) 
Depreciation 57,180 59,708 (2,528) (4.2) 
Amortization 21,729 24,677 (2,948) (11.9) 
Other 338 (29) 367 >200.0 

EB1TDA 197,337 239,553 (42,216) (17.6) 

Operating income 118,090 155,197 (37, 107) (23.9) 
Equity loss (101) (273) 172 63.0 
Other income 304 504 (200) (39.7) 
Other expense (1 ,243) (1 ,100) (143) (13.0) 
Foreign exchange gain, net 913 11 ,180 (10,267) (91.8) 

EBIT 117,963 165,508 (47,545) (28.7) 
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COMPARISON OF THE THREE MONTH PERIODS ENDED MARCH 31, 2010 AND 2009 

Consolidated revenue for the three months ended March 31,2010 decreased 6.5% from the same period 
last year as detailed by operating segment below. 

For the three months ended 
March 31, Increase (decrease) 

(thousands of euros) 2010 2009 € % 

Italian Operations 301,172 319,229 (18,057) (5.7) 
GrECH Lottery 192,798 214,903 (22,105) (10.3) 
Gaming Solutions 33,230 31,398 1,832 5.8 
GTECH G2 18,375 17,395 980 5.6 

545,575 582,925 (37,350) (6.4) 

Elimination of intcrscgmcnt revenue (999) (774) (225) (29.1) 
Purchase accounting (a) 72 96 (24) (25.0) 

Tota l revenue 544,648 582,247 (37,599) (6.5) 

(a) Represents the amortization of acquired tangible and intangible assets in connection with the August 
2006 acquisition ofGTECH by Lottomatica. 

Italian Operations segment 
Consolidated revenue includes the following amounts for the Italian Operations segment: 

For the three months ended 
March 31 , Increase {decrease) 

(thousands of euros) 2010 2009 € % 

Lotto 78,339 93,307 (14,968) (16.0) 
Instant tickets 88,448 92,338 (3 ,890) (4.2) 
Other 556 716 (160) (22.3) 

Lottery 167,343 186,361 (19,018) (10.2) 

Sports Betting 49,198 63,5 16 (14,318) (22.5) 
Machine Gaming 49,398 35,843 1l,555 37.8 
Interactive 11 ,424 10,190 1,234 12.1 
Commercial Services 23,809 23,3 19 490 2.1 

Total revenue 301,172 319,229 (18,057) (5 .7) 

The Italian Operations segment includes all Italian licenses related activities including our exclusive 
concessionaires (lotteries) and multi-provider concessionaires (sports betting and pools, horse-race betting 
and pools, gaming machines, skill game wagers such as online poker, and transaction processing ofnoo
lottery commercial transactions). 
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A substantial portion of revenue from the Italian Operations segment is derived from the Lotto concession 
under which Lottomatica manages all ofthe activities along the lottery value chain including collecting 
wagers, paying out prizes, managing all accounting and other back-office functions, running advertising 
and promotions, operating data transmission networks and processing centers, training staff, providing 
retailers with assistance and supplying materials for the game. Revenues are typically based on a 
percentage of wagers. For the Lotto game this percentage of wagers decreases as the total wagers increase 
during an annual period. 

A detailed analysis of the performance during the first three months 0[2010 for each product and service 
reported within the Italian Operations segment as compared to the same period last year is described 
below. 

Lotto 
Lotto revenue declined 16.0% due to a corresponding decline in Lotto wagers as detailed in the table 
below. 

For the three months ended 

March 31, Decrease 

(millions of euros) 2010 2009 Wasers % 

Core wagers 1,156.7 1,299.2 (142.5) (11.0) 
Wagers for late numbers 47.2 134.4 (87.2) (64.9) 

1,203.9 1,433.6 (229.7) (16.0) 

Instant tickets 
Instant ticket revenue decreased 4.2% primarily due to lower sales of Scratch and Win tickets as detailed 
in the table below. The €lO6.7 million decrease in instant ticket sales was principally due to a decline in 
the sale of€lO and €3 tickets. 

For the three months ended 

March 31, Increase (decrease) 

2010 2009 Amount % 

Total tickets sold (in millions) 636.1 677.3 (4 1.2) (6.1) 

Total sales (in millions) € 2,489.7 € 2,596.4 (€106.7) (4.1) 

Average price point € 3.91 €3.83 € 0.08 2.1 

II 
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Sports Betting 
Sports betting revenue decreased 22.5% due to an unusually high payout percentage during the first three 
months of 20 1 0 compared to the same period of the prior year. As of March 31, 20 to, OUT market share 
(in terms of Iota I wagers) with respect to fixed odds sports-betting operations was 20.8% with 1,210 
fixed odds sports-betting and 489 sports pool points of sale locations operational. 

(millions of euros) 

Fixed odds sports betting wagers 
Sports pool wagers 

Machine Gaming 

For the three months ended 
March 31, Increase (decrease) 

2010 2009 Wagers % 

282.7 
25.9 

308.6 

218.6 
38.4 

257.0 

64.1 
(J2.5) 
51.6 

29.3 
(32.6) 
20.1 

Machine Gaming revenue increased 37.8% primarily driven by a €6 1.3 million increase in wagers on 
A WPs as detailed in the table below. 

A WP wagers (in millions) 

AWP machines installed (end of March) 

Interactive 

For the three months ended 
March 31, Increase 

20 I 0 2009 Amount % 

€ 1,114.5 

51,094 

€ 1,053.2 

51,045 

€ 61.3 

49 

5.8 

0.1 

Interactive revenue increased 12.1 % principally driven by an increase in online poker wagers as detailed 
in the table below. 

(millions of euros) 

Online poker wagers 

Other skill game wagers 

Commercial Services 

For the three months ended 
March 31, Increase (decrease) 

20 10 2009 Wagers % 

93.7 
9.0 

102.7 

75.4 

75.4 

18.3 
9.0 

27.3 

24.3 

36.2 

Commercial Services revenue increased 2. 1% principally due to an increase in bill payment services, 
electronic top-up services for prepaid mobile, and ticketing services for sporting and musical events. 
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GTECH Lottery segment 
Consolidated revenue includes the following amounts for the GTECH Lottery segment: 

For the three months ended 
March 31, Increase (decrease) 

(thousands of euros) 2010 2009 € % 

United States 108,995 122,161 (13,166) (10.8) 
International 78,558 68,999 9,559 13.9 

Service revenue 187,553 191 ,160 (3,607) (1.9) 

United States 3,253 2,610 643 24.6 
International 1,992 21 ,133 (19,141) (90.6) 

Product sales 5,245 23 ,743 (18,498) (77.9) 

United States 112,248 124,771 (12,523) (10.0) 
International 80,550 90,132 (9,582) (10.6) 

Total revenue 192,798 214,903 (22,105) (IOJ) 

GTECH Lottery revenue is principally comprised of service revenue from lottery service contracts which 
are typically at least five to seven years in duration for the base contract tenn with one to fi ve years of 
extension options. These contracts generally provide compensation to GTECH based upon a percentage 
of a lottery's gross online and instant ticket sales. These percentages vary depending on the size of the 
lottery and the scope of services provided to the lottery. GTECH Lottery product sale revenue is derived 
primarily from the installation of new online lottery and gaming systems, installation of new software and 
sales of lottery and gaming tenninals and equipment in connection with the expansion of existing lottery 
and gaming systems. GTECH's product sale revenue from period to period may not be comparable due to 
the size and timing of product sale transactions. 

GTECH has developed and continues to develop new lottery games, licenses new game brands and 
installs a range of new lottery distribution devices, all of which are designed to maintain a strong level of 
same store sales growth for its customers. 

Service Revenue 
United States lottery service revenue decreased 10.8% primarily due to net contract losses and the 
strengthening euro against the US dollar. 

International lottery service revenue increased 13.9% primarily due to contractual and effective rate 
changes, net contract wins and fluctuations in foreign currency exchange rates against the eUrD. 
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Product Sales 
International lottery product sale revenue decreased € 19.1 million during the first three months of 20 1 0 
compared to the same period of the prior year. Product sale revenue from period to period fluctuates due 
to the mix, volume and timing of product sale transactions. Product sales during the first quarter of 2009 
included the sale of new lottery terminals to our customer in Denmark. 

Gaming Solutions segment 
Consolidated revenue includes the following amounts for the Gaming Solutions segment: 

(thousands of euros) 

Service Revenue 
Product Sales 

Total revenue 

GTECH G2 segment 

For the three months ended 
March 31, Increase ( decrease) 

2010 2009 € % 

14,910 
18,320 
33,230 

15,478 
15,920 
31,398 

(568) 
2,400 
1,832 

Consolidated revenue includes the following amounts for the GTECH 02 segment: 

For the three months ended 
March 31, Increase 

(thousands of euros) 2010 2009 € % 

Service Revenue 17,186 16,314 872 
Product Sales 1,189 1,081 108 

Total revenue 18,375 17,395 980 
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Consolidated operating costs 
For the three months ended 

March 31, Increase (decrease) 
(thousands of euros) 2010 2009 € % 

Raw materials, services aDd other costs 257,880 247,966 9,914 4.0 
Personnel 107,686 112,188 (4,502) (4.0) 
Depreciation 57,180 59,708 (2,528) (4.1) 
Amortization 21,729 24,677 (2,948) ( 11 .9) 
Capitalization of internal construction costs -

labor and overhead (17,9 17) (17,489) (428) (2.4) 
Total operating costs 426,558 427,050 (492) (0.1) 

Percentage of total revenue 78.3% 73.3% 

Consolidated operating costs during the first three months of 2010 decreased slightly from the same 
period of the prior year principally due to lower costs related to a decline in product sale revenue during 
the first three months of 20 I 0 and lower costs related to the effect of the strengthing euro against the US 
dollar. These cost decreases were partially offset by higher video lottery point of sale fees related to the 
37.8% increase in Machine Gaming revenue in the Italian Operations segment. 

The Group devotes substantial resources to enhance our present products and systems and develop ncw 
products. The aggregate amount of research and development expenditures recognized as expense during 
the first three months of2010 and 2009 was €13.5 million and €17.3 million, respectively. 

The Group's worldwide employees are comprised of the following personnel: 

Number of em~lorees 
Asof 

March 31, December 31, 2010 
Personnel Descri~lioll 2010 2009 Avera~e 

Executives 396 400 398 
Middle Management 984 977 980 
All Other Pennallent Employees 5,958 6,131 5,951 
Employees with Temporary Employment Contracts 368 164 386 

7,706 7,672 7,715 
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Foreign exchange gain Ooss), net 

Foreign exchange gains and losses are classified as realized (cash) or unrealized (non-cash) as follows: 

(thousands of euros) 

Cash fore ign exchange gain (loss) 
Non-cash foreign exchange gain 

Non-cash foreign exchange gain 

For the three months ended 
March 31, Increase (decrease) 

2010 2009 € % 

72 
841 
913 

(190) 
11 ,370 
11 ,180 

262 
(10,529) 
(10,267) 

137.9 
(92.6) 
(91.8) 

During 2007, in connection with GTECH's sale of POL CARD S.A. to First Data International, GTECH's 
Polish subsidiary, GTECH Polska Sp. z 0.0. ("GTECH Polska"), loaned Polish zloty 255.6 million (at 
market interest rates) to GTECH Global Services Corporation Limited ("GGSC"), whose functional 
currency is the US dollar. GGSC repaid this loan in 2009 principally using the proceeds of non -cash 
dividends from GTECH Polska. Non-cash foreign exchange gains incurred during the three months ended 
March 31 ,2009 include € 10.3 million of gains on this loan resulting from fluctuations in the Polish zloty 
to US dollar exchange rate. 

Interest expense 

(thousands of euros) 

Capital Securities 

GTECH Senior Credit Facilities 

Notes 
Interest Accretion on Swap Liability 
Lottomatica Term and Revolving Facilities 
Other 

Weighted Average Diluted Shares 

For the three months ended 
March 31, Increase (decrease) 

2010 2009 € % 

(15,921) 
(13 ,192) 
(9,627) 

(886) 
(63) 

(16,049) 
(15,798) 

(4,920) 
(5,329) 

(42,096) 

(128) 
(2,606) 
9,627 

886 
(4,857) 
(3,760) 

(838) 

(0.8) 
(16.5) 

(98.7) 
(70.6) 
(2.0) 

Weighted average diluted shares during the first three months of 20 10 totaled 168. 1 million shares, an 
increase of 19.5 million shares over the same period of the prior year primarily due to the issuance of 19.7 
million shares in November 2009 to support development plans in Italy, primarily for the renewal of the 
Gratta & Vinci (Scratch & Win) concession and the purchase of video lottery terminal ("VLT") rights. 
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Income Taxes 
The Group's effective income tax rate during the first three months of2010 was 46.6% compared to 
31.0% during the same period last year. The rate increase was primarily due to the termination of the 
Group's intercompany debt funding structure resulting from a change in Ital ian tax legislation, along with 
losses in certain foreign subsidiaries without any associated tax benefit. 

LIQUIDITY, CAPITAL RESOURCES AND FINANCIAL POSITION 
The Group's objective is to maintain adequate liquidity and flexibility through the use of cash generated 
from operating activities, bank overdrafts and bank loans. We believe our ability to generate excess cash 
from operations to reinvest in our business is one of our fundamental financial strengths and combined 
with our committed borrowing capacity, we expect to meet our financial obligations and operating needs 
in the foreseeable future. We expect to use cash generated primarily from operating activities to meet 
contractual obligations and to pay dividends. Our growth is expected to be financed through a 
combination of cash generated from operating activities, existing sources of committed liquidity, access 
to capital markets, and other sources of capital. Our corporate debt ratings of Baa3 from Moody's and 
BBB- from Standard and Poor's contribute to our ability to access capital markets at attractive prices. 

Summary Statements of Cash Flows 

(thousands of euros) 

Net cash flows from operating activities 

Purchases of systems, equipment and other assets related to contracts 

Investment in government securities 
Other investments 
Purchases of intangible assets 

Other investing activities, net 

Net cash flows used in investing activities 

Interest paid 

Net repayments of debt 
Other financing activities, nct 

Net cash flows used in financing activities 

Net cash flows 

DOCUMENT REDACTED BY TLC -124-10 

For the three months ended 
March3l, 

2010 2009 

143,277 

(45,806) 
(14,347) 
(9,746) 
(3,147) 
(4,694) 

(77,740) 

(75,197) 
(15 ,597) 

(1 ,822) 
(92,6 16) 

(27,079) 

148,071 

(37,588) 

(1,317) 
(991) 

(4,933) 
(44,829) 

(84,201) 
(47,689) 

186 
(131,704) 

(28,462) 
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Analysis of Cash Flows 
During the first three months 0[20 10, we generated €143.3 million of net cash flows from operating 
activities, a decrease of€4.8 million from the same period of 2009, primarily due to changes in net 
working capital. 

The €45.8 million of capital additions for systems, equipment and other assets were principally related to 
spending in New York, North Carolina, California and Italy. Investment in government securities related 
to short-term investments of excess cash. Other investments principally related to investments in 
available-for-sale financial investments. Intangible asset additions of€3. l million were principally related 
to patents, concessions and licenses acquired for the Italian Operations segment. 

Interest paid of€75.2 million in the first three months of the current year principally relates to the Capital 
Securities and GTECH Senior Credit Facilities. At March 31, 2010, we had €445.7 million of cash and 
cash equivalents on hand. 

OUf business is capital-intensive. We expect our principal sources of liquidity to be existing cash 
balances, cash generated from operations and borrowings under the GTECH Senior Credit Revolving 
Facilities (totaling US$500 million) and LTD Revolving Credit Facility (totaling €3oo million). At March 
31,2010, there was €669.0 million of committed undrawn capacity under the GTECH Senior Credit 
Revolving Facilities and LTD Revolving Credit Facility. These facilities have covenants and restrictions 
including, among other things, requirements relating to the maintenance of certain financial ratios, 
limitations on capital expenditures and acquisitions and limitations on dividends, none of which are 
expected to impact the Group's liquidity or capital resources. At March 31, 2010, we were in compliance 
with all applicable covenants. 

We currently expect that our excess cash flow from operations, existing cash, undrawn capacity under 
existing borrowing facilities and access to additional sources of capital will be sufficient, for the 
foreseeable future , to fund our anticipated working capital and ordinary capital expenditure needs, to 
service our debt obligations, to fund anticipated internal growth, to fund all or a portion of the cash 
needed for potential acquisitions and to pay dividends. We may a lso seek alternative sources of financing 
to fund future potential acquisitions and other growth opportunities. 

During 2009, we made a €8Q.7 million non-refundable payment representing 50% of the total cost of 
10,76 1 VL T rights in Italy (€7,500 per right, representing 50% of the total €15,OOO per right) which was 
included in intangible assets, net in our December 31,2009 consolidated statement of financial position_ 
On April 30, 2010, we elected to purchase alllO,761 VLT rights, payment of which is currently due on 
June 30, 2010 (€SO.7 million), although the possibility to postpone this latter deadline to November 30, 
2010 is currently being discussed in the Italian Parliament. As a result of the purchase of the VLT rights, 
Lottomatica's concession to operate in the Italian machine gaming market is expected to be renewed for 
another nine years. 
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Summa!:! Statements of Financial Position 
March 31, December 31, Increase (decrease) 

(thousands of euros) 2010 2009 € % 

Systems, equipment and other assets related 
to contracts, net 810,384 774,558 35,826 4.6 

Goodwill 3,159,170 3,006,783 152,387 5.1 
Intangible assets, net 844,714 822,886 21,828 2.7 
Deferred income taxes 6,703 6,030 673 11.2 
Other non-current assets 132,017 1\8,966 13,051 11.0 
Total non-current assets 4,952,988 4,729,223 223,765 4.7 

Inventories 141 ,896 134,080 7,816 5.8 
Trade and other receivables 792,966 791,803 1,163 0.1 
Cash and cash equivalents 445,717 469,335 (23,6 18) (5.0) 
Other current assets 104,162 74,258 29,904 40.3 
Non-current assets classified as held for sale 6,240 5,890 350 5.9 

T olal assets 6,443,969 6,204,589 239,380 3.9 

Equity 2,044,298 1,896,807 147,491 7.8 

Long-term debt, less current portion 2,704,341 2,621 ,990 82,351 3.1 
Deferred income taxes 145,982 134,127 \I ,855 8.8 
Non-current financial liabilities 151 ,183 142,317 8,866 6.2 
Other non-currcnt liabilities 78,686 78,154 532 0.7 
Total non-current liabilities 3,080,192 2,976,588 103,604 3.5 

Accounts payable 853,818 905,677 (51,859) (5.7) 
Short-term borrowings 4,747 5,079 (332) (6.5) 
Current financial liabilities 107,542 59,885 47,657 79.6 
Current portion of long-tenn debt 15,979 67,186 (51,207) (76.2) 
Income taxes payable 45,352 20,945 24,407 1\6.5 
Other current liabilities 292,041 272,422 19,619 7.2 

Total equity and liabilities 6,443,969 6,204,589 239,380 3.9 

The €35.8 million increase in systems, equipment and other assets related to contracts, net was principally 
due to €47.0 million of capital additions and €43.1 million of foreign currency translation, which was 
partially offset by €53.9 million of depreciation. 

The €152.4 million increase in goodwill was primarily due to foreign currency translation. 
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The €21.8 million increase in intangible assets, net was principally due to €40.4 million of foreign 
currency translation which was partially offset by E2l. 7 million of amortization. 

The €29.9 million increase in other current assets was principally due to a €14.3 million investment in 
government securities, a €7.8 million increase in AAMS perfonnance bonus, along with increases in 
prepaid expenses and value-added tax receivable. 

The E147.5 million increase in equity was primarily due to €153.4 million of foreign currency translation 
and €41.3 million of net income. These increases were partially offset by €45.6 million of dividends 
declared to non-controlling shareholders. 

The €82.4 million increase in long-term debt, less current portion was principally due to foreign currency 
translation. 

The €5 1.9 million decrease in accounts payable was principally due to the timing of payments in Italy and 
for GTECH's ongoing lottery system implementations, along with a decrease in accounts payable 
primarily related to lower Lotto wagers. 

The €47.7 million increase in current financial liabilities was primarily due to €45.6 million of dividends 
declared to non-controlling shareholders. 

The €51.2 million decrease in current )X)rtion of long-term debt was primarily due to interest paid during 
the first three months of 20 I O. 

The €24.4 million increase in income taxes payable was primarily due to the timing of estimated tax 
payments. 
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Consolidated Net Financial Position 
The Group's consolidated net financial position at March 31,20 10 declined €93.6 million from its net 
financial position at December 31, 2009 principally due to the strengthening euro against the US dollar. 
Consolidated net financial position is calculated as follows: 

March 31, December 31, 
(thousands of euros) 2010 2009 Chan~e 

Cash on hand 510 453 57 
Cash at bank 445,207 468,882 (23,675) 

Cash and cash equivalents 445,7 17 469,335 (23,618) 

Current financial receivables 21,931 4,613 17,318 

Dividends payable 45,638 45,638 
Swap Liability 30,225 29,924 301 
Boss Media contingent liability 20,555 17,521 3,034 
Notes 13,225 3,147 10,078 
Atronic related debt 5,506 21,782 (16,276) 
Short·term borrowings 1,944 467 1,477 
Capital Securities 46,618 (46,61 8) 
Other 11 ,175 12,691 (1 ,516) 

Current financial debt 128,268 132,150 (3,882) 

Net current financial debt (cash) (339,380) (341 ,798) 2,41 8 

GTECH Senior Credit Facilities 1,224,644 1,145,100 79,544 
Notes 744,568 740,821 3,747 
Capital StXurities 733,844 7ll,180 664 
Interest rate swaps 58,327 53,094 5,233 
Swap Liability 56,975 56,391 584 
Atronic related debt 2,383 2,803 (420) 
Other 34,783 32,918 1,865 

Non current financial debt 2,855,524 2,764,307 91 ,217 

Net financial position 2,516,144 2,422,509 93 ,635 
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Reconciliation of Group Equity 
The reconciliation of Lottomatica Group S.p.A. stand alone equity with the equity of the consolidated 
Group is as follows: 

Attributable to owners 
of the 2!!:rent 

wttomatica All other Non-Controlling 

(thousands of euros) GrouE S.~.A. subsidiaries interests Consolidated 

Balance at January 1, 20 I 0 2,088,214 (250,480) 59,073 1,896,807 

Fair value of interest rate swaps (1,352) ( 1,352) 
Amortization of unrecognized gain on interest rate 
swap (142) (1 42) 

Unrecognized net gain on derivative instruments 1,594 1,594 
Unrecognized net gain on available for sale 
investment 91 91 
Foreign currency translation 153,442 153,442 

Net income for the period 3,024 26,415 11 ,899 41,338 

Dividends declared (45,638) (45,638) 

Share-based payment 1,338 1,338 
Intragroup merger (a) 112,662 (112,662) 
Change in fair value of put/call oplion arising from 

business combination (102) (102) 
Purchase of non-controlling interest (2,061) (1,017) (3,078) 
Balance at March 31, 2010 2,205,096 (1 85,1 15) 24,317 2,044,298 

(a) Effective January 1,2010, Lottomatica Sistemi S.p.A. and Lottomatica International S.r.I . were 
merged into Lottomatica Group S.p.A. 

Transactions with Related Parties 
During the first three months 0[2010 there were no signi ficant transactions, including intragroup, with 
related parties which qualified as unusual or atypical. Any related party lrdnsactions fonned part ofthe 
normal business activities of the companies in the Group. Such transactions were concluded at standard 
market tenns for the nature of goods andlor services offered. 

Information on transactions with related parties, including specific disclosures required by CONSOB, is 
provided in Footnote 29 of the Interim Consolidated Financial Statements included herein. 
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SIGNIFICANT DEVELOPMENTS 

Since the start of the first quarter of 2010, the Group has reported a number of signi ficant developments. 

Developments During the First Quarter 0/2010 

Contract Developments 

In January 2010. GTECH signed a five-year contract extension with SAZKA, a.s., the operator oflottery 
and betting games in the Czech Republic, to continue providing online lottery products and services, as 
well as install and operate a new IP-telecommunications network. The contract extension will commence 
on January 1,201 8, 

In March 2010, GTECH Printing Corporation signed a contract with the New Mexico Lottery to serve as 
its primary instant ticket vendor. The term oflhe contract, which was the result of a competitive 
procurement, is four (4) years with four (4) one-year extension options available. 

Other Business Developments 

As previously disclosed in a prior report, in October 2009, following the procedure contemplated in the 
open and competitive tender for a new Scratch & Win concession in Haly, Consorzio Lotterie Nazionali 
(a consortium in which Lottomatica owns a 63% interest and which was created for Scratch & Win in 
Italy) made the only formal offer for a license to operate the national instant lotteries in Italy for a period 
of nine (9) years. In November 2009. the judgment by the Regional Administrative Court of Lazio was 
filed and made known to the public, granting the challenge filed by Sisal S.p.A. for the annulment of the 
above-mentioned tender for the management of the national instant lotteries. Both the AAMS and 
Consorzio Lotterie Nazionali filed an appeal requesting an annulment of the decision by the Regional 
Administrative Court of Lazio. Sisal filed its own appeal asking for a referral to the European Court of 
Justice. 

After a hearing held on March 9, 2010 the State Council accepted the appeal submitted by AAMS and by 
Consorzio Lotterie Nazionali and a portion of the appeal submitted by Sisal, and ruled that Article 21. 
Paragraph 5 of the law 102/2009 regulating the tender, as well as the clauses of the tender reflecting such 
article, are not applicable. Paragraph 5 of said law is related to the interim period during which Consorzio 
Lotterie Nazionali would continue to manage the existing instant lotteries through January 2012. 

On March 30, 2010, AAMS issued a decree to reopen the prior public tender for the new Scratch & Win 
concession and to remove from that tender the clauses which the State Council had found to be 
inapplicable in its March 9, 2010 ruling. AAMS set a date of May 10,2010 for submission of bids to 
participate in the reopened tender. 
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Developments After the Close of the First Quarter 0/2010 

Contract Develooments 

In April 20 I 0 , Lottomatica announced that GTECH had been named the apparent successful bidder by the 
Kentucky Lottery Corporation to provide a complete array of online lottery products and selVices, 
following a competitive procurement. The proposed seven (7) year contract is expected to commence in 
June 20 11 and allows for eight (8) one-year extension options, for a total of fifteen (15) years. GTECH 
Printing Corporation was also selected by the Kentucky Lottery Corporation as a secondary provider of 
instant tickets over a base period of five (5) years. 

In April 2010, Lottomatica's subsidiary, GTECH Foreign Holdings Corporation, signed an eleven (11) 
year contract with Concesionaria de Entretenimientos y Turismo S.A. (CEl) to supply, operate and 
support the central system that will monitor as many as 5,400 VLTs in the province of Cordoba in 
Argentina. CET is licensed by Loteria de la Provincia de Cordoba Sociedad del Estado to operate slot 
machines in Cordoba. In a separate contract. CET will lease up to 1,000 VL Ts manufactured by 
Lottomatica's subsidiaries Atronic and Spielo. 

Other Business Develooments 

In 2008 GTECH Global Services Corporation ("GGSC") and Medstroms Invest AB ("Medstroms), 
through GEMed AB (a Swedish private limited liability company owned 87.454% and 12.546% by 
GGSC and Medstroms), acquired I ()()o1o of the issued shares of Boss Media AB. GGSe had the option. 
which it could exercise between April I, 2010 and June 30, 20 I 0, to require Medstroms to sell its 
12.546% interest in GEMed to GGSc. Medstroms had an identical put right. 

On April 1,2010, Medstroms exercised its put right and on April 12, 2010, GGSC paid Medstroms SEK 
200 million (€20.5 million at the transaction date) for the remaining 12.546% interest in GEMed. 

In 2009, Lottomatica applied to the Amministrazione Autonoma Monopoli di Stato to buy up to 10,761 
VLT rights in Italy and made a €80.7 million non-refundable payment representing 50% of the total cost 
of such VLT rights. On April 30, 2010, Lottomatica elected to purchase all 10,761 VLT rights, payment 
of which is currently due on June 30. 2010 (€80.7 million), although the possibility to postpone this latter 
deadline to November 30.2010 is currently being discussed in the Italian parliament. As a result oftbe 
purchase of the VLT rights, Lottomatica's concession to operate in the Italian machine gaming market is 
expected to be renewed for another nine years. 

With regard to the tender for a new Scratch & Win concession in Italy discussed above, on May 10, 20 I 0 
Lottomatica was informed that the Consonio Lotterie Nazionali was the sole bidder for the Scratch & 
Win tender. 
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RISKS AND UNCERTAINTIES 

We believe that a system of well defined policies. processes and controls are imperative to effectively 
manage the various risks that we encounter and manage. The main risks that the Group is managing are 
the following: 

(i) Market Risk: Market risk is the risk that changes in interest rates and foreign currency exchange 
rates will negatively impact the value of assets and liabilities. 

A portion oflhe Group 's debt portfolio is exposed to changes in market interest rates. Changes in interest 
rales generally will not significantly impact the fair market value of such indebtedness, but could have a 
material effect on Lottomatica Group's results of operations, business, financial condition or prospects. 

Lottomatica is a global business and derives a substantial portion of its revenues from operations outside 
of the European Union. Our financial statements could be materially different from period to period if 
there is a significant movement in the euro versus other currencies. 

(il) Credit Risk: Credit risk is the risk of a financial loss arising from a customer or counterparty not 
meeting their contractual obligations. A significant portion of the Group's revenue is derived from 
concessions with Amministrazione Autonoma dei Monopoli di Stato (AAMS), resulting in significant 
concentration of credit risk exposure. Management believes that in the future, a significant portion of its 
business and profitability will continue to depend upon concessions with AAMS. 

(iii) Liquidity Risk: Liquidity risk is the risk that suitable sources of funding for the Group's 
operations may not be available. In recent years, certain contracts in Italy have required an upfront 
payment for a license to operate the contract. GTECH contracts typically require upfront capital 
expenditures. The ability of the Group to maintain existing contracts upon their renewal and invest in 
new contracts opportunities depends on the ability of the Group to access new sources of capital to fund 
these investments. 

(iv) Country Risk: Country risk is the risk that changes to regulations or laws, or in the economy of a 
country in which we conduct business, will negatively impact expected returns. Lottomatica is a globa l 
business and derives a substantial portion of its revenues from operations outside of Italy. Risks 
associated with Lottomatica's international operations include increased governmental regulation of the 
on-line lottery industry in the markets where it operates; exchange controls or other currency restrictions; 
and significant political instability. Other economic risks that Lottomatica's international activity subjects 
it to might include inflation, foreign exchange risks (both depreciation and devaluation), illiquid foreign 
exchange markets, high interest rates, debt default, unstable capital markets and foreign direct investment 
restrictions. Political ri sks include change of leadership, change of governmental policies, new foreign 
exchange controls regulating tbe flow of money into or out of a country, failure of a government to honor 
existing contracts, changes in tax laws and corruption, as well as global risk avcrsion driven by politica l 
unrest, war and terrorism. Finally, social instability risks include high crime in certain oftbe countries in 
which Lottomatica operate~ due to poor economic and political conditions, riots, unemployment and poor 
health conditions. 

25 
DOCUMENT REDACTED BY TLC -12-4·10 



GROUP - -
First Quarter 2010 Report 

(v) Operational Risk: Operational risk is the risk that external events or internal factors will result in 
losses. The Group's Italian concessions, lottery contracts in the United States and in other jurisdictions, 
and other service contracts often require substantial perfonnance bonds to secure its perfonnance under 
such contracts and require the Group to pay substantial monetary liquidated damages in the event ofoon
perfonnance by the Group. Claims on perfonnance bonds, drawings on letters of credit andlor payment 
of liquidated damages could have a material adverse effect on the Group's results of operations, business, 
financial condition or prospects. 

(vi) Legal Proceedings: Due to the nature of its business, the Group is involved in a number of legal, 
regulatory and arbitration proceedings regarding, among other matters, claims by and against it as well as 
injunctions by third parties arising out of the ordinary course of its business and is subject to 
investigations and compliance inquires related to its ongoing operations. The outcome of these 
proceedings and similar future proceedings cannot be predicted with certainty. Unfavourable resolution of 
such proceedings or significant delays in adjudicating such proceedings could have a material adverse 
effect on the Group's results of operations, business, financial condition or prospects. For a description of 
certain legal proceedings to which the Group is a party, see Note 30 to the consolidated financial 
statements. 

(vii) Government Relations: The Group's activities are subject to extensive and complex 
governmental regulation which varies from jurisdiction to jurisdiction where the Group operates, which 
includes individual suitability standards for officers, directors, major shareholders and key employees. 
The Group believes that it has developed procedures designed to comply with such regulatory 
requirements. However, any failure by the Group to so comply andlor inability to obtain required 
suitability finding.'i could lead regulatory authorities to seek to restrict the (;rnup's husiness in their 
jurisdictions. 

In addition, the Group is subject to extensive background investigations in its lottery business. Authorities 
generally conduct such investigations prior to and after the award of a lottery contract. Authorities are 
generally empowered to disqualify the Group from receiving a lottery contract or operating a lottery 
system as a result ofany such investigation. The Group's failure, or the failure of any of its personnel, 
systems or machines, in obtaining or retaining a required license or approval in one jurisdiction could 
negatively impact its ability to obtain or retain required licenses and approvals in other jurisdictions. Any 
such failure would decrease the geographic areas where the Group may operate and as a result could have 
a material adverse effect on the Group's results of operations, business, financial condition or prospects. 

Further, there have been, are currently and may in the future continue to be, investigations of various 
types, conducted by governmental authorities into possible improprieties and wrongdoing in connection 
with efforts to obtain and/or the awarding of lottery contracts and related matters. Because such 
investigations frequently are conducted in secret, the Group may not necessarily know of the existence of 
an investigation in which it might be involved. Because the Group's reputation for integrity is an 
important factor in its business dealings with lottery and other governmental agencies, a governmental 
allegation or a finding of improper conduct by or attributable to the Group in any manner or the prolonged 
investigation of thcse matters by governmental or regulatory authorities could have a material adverse 
effect on the Group's results of operations, business, financial condition or prospects, including its ability 
to retain existing contracts or to obtain new or renewal contracts. In addition, adverse publicity resulting 
from any such proceedings could have a material adverse effect on the Group's reputation, results of 
operations, business, financial condition or prospects. 
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PREDICTABLE DEVELOPMENTS 

The financial crisis and the consequential economic downturn have caused substantial changes around the 
world. Although some signs of recovery have recently emerged, the economic rebound has yet to 
manifest its influence. 

In 2009, governments around the globe supported a strategy of increased liquidity to ease credit 
conditions and avoid further perturbations; the~e policies, which have proven to be effective on the 
financial markets, have left unresolved the issue of employment levels in several countries. In early 2010, 
another wave of instability was created by developments in some European states that have severe 
deficits, and which require a tight financial discipline by governments. 

OUf industry has been, and continues to be, resilient to economic downturns. It is worth noting that we 
scrve many customers around the world (mostly governments or government-related entities) that arc 
looking for opportunities to grow their funding sources in times when tax income is substantially reduced , 
generating severe budget shortfalls. In our traditional Italian market, many changes are taking place. with 
new games being launched (VLT operdtions will start in a few months), and new licenses for instant 
lottery being awarded; further opportunities for the Group may emerge in other countries relative to the 
business model adopted by states to operate lotteries. 

The Group has the needed resources, both in terms of capital and know-bow, to playa leading role in thi s 
evolving landscape. We believe tbe Group is very well placed to retain its position in all geographies 
wbere we operate. 

The Group's strategic goal is to maintain its global leadership position in the public gaming markets. 
further developing the initiatives already identified. 

The Group's strategy is summarized as fo llows: 

• Continue to accelerate same-store sales growth; 
• Win new jurisdictions and bid for operator opportunities; 
• Grow instant ticket printing capabilities; 
• Roll out new distribution platforms, focusing particularly on interactive channels; and 
• Timely launch VL T program in Italy, delivering its turnkey solutions to other concessionaires. 
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LOTTOMA TICA STOCK INFORMATION 

SHAREHOLDING STRUCTURE 
Based on most recentfilings as of March 31,2010 

Shareholder Numbers of Shares 0/0 of Outstanding Shares 

Gruppo De Agostini 102,629,324 59.663 

Mediobanca (I) 2 1,9 18,941 12.742 

Assicurazioni General i 4,989,596 2.901 

Lottomatica owns 3,346,1 90 treasury shares, equal to about 1.945% of share capital. 

Underwritten and paid up share capital as of March 3 1,2010 amounts to €In,DIS,3?3, composed of 
172,015,373 ordinary shares with a nominal value ofEI each. 
Authorized share capital amounts to €180,857,82 1, composed of 180,857,82 1 ordinary shares with a 
nominal value of€ l each. 

LOTIOMATICA STOCK PERFORMANCE FOR THE PERIOD ENDED MARCH 31, 2010 

The average price of the stock for the three months ended March 31, 2010 was € 14.0. Over 49 mil lion 
shares were traded in the first three months of 20 I 0, with a daily exchange of approximately 788,224 
shares. 

Lottomatica ' s capitalization was approximately €2.4 billion on March 3 1, 2010. 

(I) Approximately 11.47% of Mcdiobanca's 12.742% share ownership is being held solely and exclusively 10 serve Ihe 
conversion or certain Mandatory Exchangeable Bonds issued by UBI Banca International SA in 2009. Mediobanca has 
relinquished all of the voting, administrative, beneficial and economic rights re lated to that 11.47% interest. 
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ENVIRONMENTAL COMMITMENTS 

Lottomatica's Environment Commitments in Italy 

The activities nonnally managed by the Lottomatica Group in Italy can be defined as baving low 
environmental impact. Nevenheless the Company recognizes the importance of supporting efforts on 
environmental issues together with those already undertaken in other areas of corporate social responsibility_ 
Therefore, since 2008 Lottomatica has undertaken to finalize its own environmental policy and has 
commenced programs of monitoring and reducing the environmental consequences of its activities and 
products. The Group's programs are primarily related to locations in Italy and the United States. where 60% 
of the workforce is concentrated, but its commitments are relevant to all locations worldwide. 

The Environmental Initiatives of wttomatica 

In 2009 Lottomatica identified the main impacts of its 2008 activities and those areas involved in developing 
the environmental policy of Lottomatica Italia. On the basis of findings from this phase of analysis and 
preliminary evaluation, Lottomatica defined its environmental policy and a plan of action for the mitigation of 
its impacts and the safeguarding of the environment. 

A first step, already taken and whose consolidation was a priority in 2009, is the establishment of a systematic 
process and a structured collection and analysis of environmental data in order to make the measurement of 
perfonnance reliable and efficient. 

In early 2010 Lottomatica continued working on the systematic process defined in 2009, and further improved 
the process which was used for collecting data and monitoring Lottomatica's environmental impact during 
2009. 

The Identification of Impacts 

The main environmental impacts ofLottomatica's activities are associated with use of paper as a raw material, 
energy consumption and tr,:lDSport of persons and goods. The Company is also responsible for consumption of 
water resources and for waste generation_ These impacts are due to the activities of corporate offices, play s lips 
and other printing activities by Lottomatica's subsidiary PCC Giochi e Servizi S.p.A., and the management 
activities of the business. 

Environmental Impacts 

Use of resources 

• Paper 
• Combustible materials 
• Electricity 
• Water 
• Atmospheric emissions 
• Waste water discharges 
• Waste production 
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DOCUMENT REDACTED BY TLC -124-10 



GROUP--
First Quarter 20 10 Report 

Identification of Areas of Intervention 

As a result of the identification of impacts and its initial analysis of the available data, the Company identified 
the following areas of intervention in which it endeavoured to improve its environmental commitment during 
early 2010. 

Reducing the Impacts 

• EN 1600 I standard compliance: Lottomatica has applied for the EN 16001 standard. which 
specifies requirements for establishing, implementing, maintaining and improving an energy 
management system. This standard lays down requirements for continual improvement in the 
form of more efficient and more sustainable energy use, irrespective of the type of energy. 
This standard applies to the a<;tivities under the control of an organization. 

The implementation of an energy management system specified by this standard is intended to 
result in improvcd cnergy efficicncy. Thcreforc, this standard is bascd on the premise that the 
organization will periodically review and evaluate its energy management system to identify 
opportunities for improvement and their implementation. The rate, extent and timescale of this 
continual improvement process are determined by the organization in the light of economic 
and other circumstances. Improvements in the energy management system are intended to 
result in improvements in energy performance. 

This standards requires the organization to: 

a) establish an appropriate energy policy; 
b) identify the energy aspects arising from the organization's activities; 
c) identify applicable legal requirements and other requirements to which the 

organization subscribes; 
d) identify priorities and set appropriate energy objectives and targets; 
e) establish a relevant structure and program(s) to implement the policy and 

achieve objectives and meet targets; and 
f) facilitate planning, control, monitoring, preventive and corrective actions, 

auditing and review activities to ensure both that the policy is complied with 
and that the energy management system remains appropriate. 

The organization carries out an initial review to identify areas of energy use and opportunities 
for improvement. This resulting infonnation provides the basis for setting the energy 
management work, program, objectives and targets. 

• Efficient use of office paper and purchase of 50% ecological paper 
• Purchase of 100% of energy from renewable energy sources. Lottomatica '5 electric suppl ier 

provides it with a certification and guarantee that 80010 of its electric power comes from 
hydroelectric sources and 20% from wind power. 
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Involvement and Awareness 

• Spread afbest practices for an environmentally friendly office 
• lnfonnation on the environmental impacts of the Group's activities 
• Reduction of CO2 emissions: compensation of C02 emissions generated by production of the 

Lotto Game play slips through reforestation activities in a national park, according to the 
principles of Kyoto Protocol. 

Lottomatica is continuing its policy of reduction of emissions. At the end of 2009 the 
Company started a new project in the biggest national park of Italy, Parco del Pollino, which 
was burned in recent years and suffered the loss of thousand of its trees. Under the 
Lottomatica project, 2,200 trees are being planted in the park, a significant portion of which 
are endangered species. 

GTECH's Environmental Commitments 

GTECH is committed to minimizing its impact on the environment as it carries out its activities around the 
world and continually strives to improve its environmental goals. 

GUiding Principles 

GTECH Corporation is committed to: 

• Conducting its operations in a manner that protects the environment, its employees and its neighbors. 

• Complying with all laws, regulations: and permit.,o:; applicable to ito:; products and operations, and with its 
own more stringent standards whenever necessary to implement this policy. 

• Applying continual improvement and pollution prevention principles to cost-effectively reduce the 
environmental impacts of its manufacturing processes and of our products. 

• Establishing and regularly reviewing environmental objectives and targets. 

• Making available to the public the environmental performance of its operations. 

• Ensuring that its employees have the knowledge, resources and authority to implement these guiding 
principles. 

• Continuing GTECH's compliance with the RoHS (Restriction of Hazardous Substances) regulations 
implemented by the European Parliament and Council Directive on the Restrictions of the Use of 
Certain Hazardous Substances in Electrical and Electronic Equipment (2002l95IEC), in order to: 

Protect human health and the environment by restricting the use of certain 
hazardous substances in new equipment; and 

Complement the Waste Electrical and Electronic Equipment (WEEE) Directive 
(2002/96/EC). 
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In a pledge to reduce waste and help protect the environment, GTECH began its "GTECH GREEN" corporate 
initiative in October 2008. This program is intended to promote environmentally-friendly habits at all GTECH 
sites and subsidiaries worldwide, and is undertaking to increase awareness by its employees on the best 
practices of energy saving and resource conservation, recycling procedures and overall protection of the 
environment. An integral part of keeping GTECH Green is earning ISO 14001 EMS certification in 2010. 
Certification will include the establishment of an Environmental Management System ("EMS"). In 
establishing such a system, it is GTECH's intent to meet the objectives of reducing pollution, reducing waste 
and conserving energy. GTECH's EMS consists of planning, documenting and implementing policies, 
procedures and methodologies that define and support its environmental policy and objectives . A key 
component to maintaining GTECH's EMS is ensuring that GTECH consistently reviews, analyzes and 
measures the EMS' effectiveness to demonstrate GTECH's ongoing commitment to improve its processes. 

GTECH created a "Green Conunittee" comprised of employees who are assigned the task of the development 
and measurement of energy-efficient products, services and behaviors. The Committee has conducted a 
GREENovation Contest that offered rewards to GTECH employees for innovative ideas implemented as part 
of the GREEN GTECH pledge. 

In 2009, GTECH expanded its recycling program in its Rhode Island fac ilities. This expansion resulted in 
substantial increases in recycling activities, specifically in paper, plastics, aluminum, mixed bottles and cans , 
and batteries. GTECH was also the recipient of a recycling certificate of achievement from Hanna Paper 
Recycling. GTECH's paper recycling partnership with Hanna Paper Recycling contributed to the preservation 
of 5,595 trees and the saving of26,330 cubic feet of landfill space . 

Also in 2009. GTECH's Corporate Headquarters facility in Providence was awarded the Rhode Island 
Hospitality Green Certification from the Rhode Island Hospitality Association and Rhode Island Department 
of Environmental Management in connection with its self-operated food service department. This certification 
was awarded to the Company for attaining performance standards, implementing best management practices, 
and complying with the environmental regulatory requirements in the operation of a green faci lity. 

In 2010, GTECH is working to streamline recycling operations among facilities to strengthen the overall 
recycling effort and expand the recycling program to other GTECH facilities outside of Rhode Island. 
Furthermore, GTECH Rhode Island facilities will participate in a pilot program to include food composting in 
the overall recycling initiative. 

In its Rhode Island facilities, in addition to recycling efforts, the environmental measures that have been taken 
by GTECH include the following: 

• Intelligent management of market fluctuations when purchasing energy used at its premises; 
• Reducing paper usage by programming all copy machines to print documents double-sided; 
• Reducing use of colored ink by printing in black and white where possible; 
• Dislributing infurmatiun tu new empluyees via electronic media, as opposed to paper handouts; 
• Installing timers to shut down high-energy use areas overnight; 
• Applying automatic energy conservation settings to company desktop computers; application to laptop 

computers still in testing phase, but anticipated rollout in 2010; and 
• Installation of a secure bike rack to encourage employees commuting by bicycle/scooter. 
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GTECH's manufacturing facilities comply with all applicable laws and regulations, including RoHS. They do 
not generate any harmful waste, whether chemical or in the air. Further, GTECH has converted from 000-

biodegradable bubble wrap and Styrofoam peanuts to biodegradable packaging material for shipment of certain 
equipment such as spare parts. 

GTECH's instant ticket printing subsidiary, GTECH Printing Corporation (GPC), uses 100% recyclable paper, 
none of which are designated as hazardous waste. Its printing facility exceeds the compliance of all state and 
federal air and water regulatory bodies, and its primary and backup facilit ies do not discharge any process 
liquids. GPe has: 

• Eliminated the use of all solvent based overprint inks with the conversion to water-based systems; 
• Replaced all solvent-based graphic inks with Ultraviolet Cured graphic ink systems; 
• Developed and implemented the use of a 100% water based system for base coat and overprint coating 

systems; 
• Replaced all solvent-based security seal and release varnishes with UV -curable systems; 
• Replaced its solvent based plate making system with an all digital process; and 
• Entered into agreements to recycle 100% of its offset printing plates. 

As a result, GPC has reduced its Volatile Organic Compounds (VOC) emissions to less than 2()OIo of the 
current maximum operating limit allowed, and in fact has reduced its emitted VOCs even further with the 
development of a water based black scratch off system. 
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LOTTOMATICA GROU P AN D SUBSIDIARIES 
lNTERJM C ONSOLlDA TED STATEMENTS OF F INANCIAL POSITION 

(thousands of eunn) 

ASSETS 

Non....,urrll' n( asM'ts 

Systems. equipment and other assets re lated to contracts. net 

Property. p lant and equipment, Det 

Goodwill 

Intangible assets , net 

Investments in associates 

O the r non-current assets 

Non-current financia l assets 

Deferred income taxes 

Total non ....,urrent assets 

C urr('nt assets 

Inventories 

Trade and o ther receivables 

Other current assets 

Current financial assets 
Income taxes receivable 

Cash and cash equivalents 

Tota l curnnt assets 
Non-current assets class ified as held for sa le 

TOTAL ASSETS 

EQUITY AND LIABILITIES 
Equity a Urlbul. bl., 10 own.," of Ih., p.r.,nl 

Issued capital 

Share premium 

Treasury shares 

Retained earnings 
Other reserves 

Non-controlline interes ts 

Tot.1 rquity 

Non-currcnt liabilities 

Long-tenn debt, less current IX'nion 
Deferred income tax .... 

Long-leon provisions 

O the r non-current liabi lities 

Non-current fin ancial liabilities 

Tolal non-currll' nt liabilltill's 

C urrent lia bllltl6 

Accounts payable 

S hort_tenn borrowin&s 

Olhe r current liabilities 

Current financ ial l iab ilities 
Curren! portion of long_Ienn debt 

S hort-tenn provisions 

Income taxes payable 
Tolal current lia bilities 

TOTAL EQUITY AND LIABILITIES 
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MaTch 31. December 3 I , 
2010 2009 

8 10,384 774,558 

92,909 88,522 

3, 159,170 3,006,783 

844,714 822,886 

223 443 
22,265 22,692 

16,620 7,3 09 

6,703 6,030 

4.952 ,988 4.729,223 

141 ,896 134 .0 80 
792,966 79 1,80 3 

73,308 6 1,577 

2 1.931 4,6 13 
8,923 8,061:1 

445.7 17 469.335 
1.484 .741 1.469.476 

6.240 5,890 

6 .443,%9 6.204,589 

172,015 172.01 5 

1,404,252 1,404.252 

(63,502) (63,502) 

96 , 144 66,80 7 
411 ,072 258. 162 

2,019,981 1.83 7,734 
24.3 17 59,073 

2.044,298 1.896,807 

2,704.341 2.621,990 
145.982 134 , 127 

22, 134 22,970 

56,552 55. 184 

15 1,183 142.3 17 

3,080,192 2 ,976.588 

853,8 18 905,677 

4 .747 5,079 

290,399 270,564 

107,542 59,885 
15,979 67, 186 

1,642 1,858 

45,352 20,945 
1.3 19.479 1,33 1, 194 

6,443.969 6.204,589 
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LOTTOMATICA GROUP AND SUBSIDIARIES 
rNTI£R1M CONSOLIDATED INCOME STATEMENTS 

(thousands of euros) 

Service revenue 

Product sales 
Total revenue 

Raw materials, services and other costs 

Personnel 
Depreciation 
Amortization 
Capitalization of internal construction costs - labor and overhead 
Total costs 

Operating income 

Interest income 

Equity loss 
Other income 
Other expense 
Foreign exchange gain, net 
Interest expense 

Income before income lax expense 

Income tax expense 

Net income 

Attributable 10: 

Owners oflhe parent 
Non-controlling interests 

Earnings per sbarelADRs 
Basic - net income attributable 10 owners oflhe parent 
Diluted - net income attributable to owners of the parent 
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For the three months ended 
March 31 

2010 

519,889 

24,759 

544,648 

257,880 

107,686 

57, 180 

21,729 

(1 7,9 17) 

426,558 

118,090 

707 

(101) 

304 
(1,243) 

913 

(41 ,258) 

(40,678) 

77,41 2 

36,074 

41 ,338 

29,439 

11 ,899 

2009 

541 ,478 

40,769 

582,247 

247,966 

112,188 

59,708 

24,677 

(1 7,489) 
427,050 

155,197 

948 

(273) 

504 
(1 ,100) 

II ,ISO 

(42,096) 

(30,837) 

124,360 

38,551 

85,809 

71 ,897 

Il,912 
4\ ,338 85,809 

0.18 
0.18 

€ 

€ 

0.48 
0.48 
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INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

(thousands of euros) 

Net income 

Other comprehensive income 
Net gain (loss) on interest rate swaps (cash flow hedges) 

Income tax benefit (expense) 

Amortization of gain on interest rate swap on discontinued cash flow hedge 

Net gain OD derivative instruments (cash flow hedges) 

Income tax expense 

Net gain (loss) on available-for-sale financial assets 

Net gain on translation offoreign operations 

Income tax expense 

Otber comprehensive income for the period, net of tax 

Total comprehensive income (or the period, net o( tax 

Attributable to: 

Owners of tbe parent 
Non-controlling interests 
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For the three months ended 
March 31 

20 10 

41,338 

(2,272) 

920 

(1,352) 

(142) 

2,278 

(684) 

1,594 

91 

153,442 

153,442 

153,633 

194,971 

183,072 

11 ,899 
194,97 1 

2009 

85,809 

2,61 4 

(1,026) 

1,588 

(142) 

5,44 1 

(2, 1 47~ 

3,294 

(13) 

67,66 1 

(23,386~ 

44,275 

49,()()2 

134,8 11 

120,899 

13,912 

134,8 11 
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LOTTOMATICA GROUP A,'iD SUBSIDIARIES 
INTERIM COlliSOLIDATED STATEMENTS OF CASH FLOWS 

(lhUl"'unds 0/ eurus) 

Operating IIctillitin 

Income before income laX expense 

Non-cash adjustmellls to reconcile income before income tax expense to net cash flows 

Depredation 
Intangibles amortization 

Dim amortization 

Interest i11(:ome 

Interest expense 
Non-cash foreign exchange gain 

Share-based payment ClLpense 

Other oon-casb items 
InC()me ta~ paid 

Cash f1olo"" berorte changes In operating UN'I, li nd Iill bllitiH 

Changes in operating assets and liabilities: 
InventoOO 

Trade and other receivab les 

Accounts payable 

Advance payments from customers 

Taxes other than income taxes 

Other assets and liabi lities 

Net casb no~'s from operatiog adivitil'$ 

Investing activ ities 

Purchases of systems, equipment and other assets related 10 contracts 

Investment in government ~urities 

Other investments 

Acquisitions 

AcquisiliollS - cash acquired 

Purchases o f intangible assets 

Purchases ofpropcny, plant and equipment 

Interest received 

Realized gain on net investment hedge 

Loans re<:eivable, net of repayments 

0<"" 
Net cash flows used in investing acth 'lties 

Financing activities 

Interest paid 

Principal payments on long-term debt 

Net repayment 01" short-term borrowings 

Proceeds from issuance ofloug-term debt 

0<"', 
Net casb flows us.td in financing activities 

Net decrease in cash and cash equivalents 

Effect ofexchangtl rdte dUlllges on cash 

Cash and cash equivalents at the beginning o f tbe period 
Cash Dud cash cquivaknts at the end Df the period 
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For the three months ended 

March 3 1 

2010 2009 

77,4 12 124,360 

57,180 59,108 
21,729 24,728 

(5 1 ) 

(707) (948) 

41,258 42,096 

(841) (11,370) 

1,338 3,768 
484 7'!0 

[R,3541 \8.874} 
189,499 234,207 

1]5 12,665 

4,491 (15,393) 
(58,794) (6 1,918) 

1,882 (16,602) 

1,252 (7.092) 
4,8 12 2104 

143,277 148,07 1 

(45,806) (37,588) 

(14,347) 

(9,746) (1,317) 

(4,307) (4,3 12) 

31 

(3,147) (99 1) 

(1 ,861) (4,966) 

668 93 1 

5,686 

(2,356) 

80. 53 

(77,740) (44,829) 

(75,197) (84,20 1) 

(14,997) (5 1,276) 

(600) (47,087) 

50,674 
(1 ,822) 186 

(92,6 16) (1 31,704) 

(27,079) (28,462) 

3,461 (4,73 1} 

469,335 109,274 
445,7 17 76,08 1 
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LOITOMATICA GROUP AND SUBSIDIARIES 
INTERIM CONSOLIDATED STATEMENT OF C HANGES IN EQUITY 
For the three months ended March 31, 2010 

Issued 
(thol/sands 0/ euros) Capital 

Balance at January I, 2010 172,01 5 

Net income for the period 

Other comprehensive income 

Total comprehensive income 

Share-based payment (Note 28) 

Dividends declared 

Change in fair value of put/call option arising from business 
combination 

Purchase of non-controlling interest 

Balance at March 31, 2010 172,0 15 
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Attributable 10 owners of the ~arenl 

Share: Treasury Retained 

Premium Shares Earnings 

1,404,252 (63,502) 66,807 

29,439 

29,439 

(102) 

1,404,252 {63,502~ 96,144 
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Oth" 
Reserves Non.Control1ing Totai 

(Note 17) Total imcrcslS EQuity 

258,162 1,837,734 59,073 1,896,807 

29,439 11 ,899 41,338 

153,633 15\633 153,633 

153,633 183,072 11,899 194,971 

1,338 1,338 1,338 

(45,638) (45,638) 

(1 02) ( 102) 

{2.061} {2,06 1~ !1 ,017~ {3.078~ 

4 11 ,072 2,019,98 1 24,3 17 2,044,298 
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LQTfQMATICA GROUP AND SVBSffilARJES 
INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the three months ended March 31, 2009 

Attributable to owners of the ~arcnt 

Oth" 
Issued Share Treasury Retained Reserves Non-Controlling Total 

(thousands of euros) Capital Premium Shares Earnings (Nole 17) Total Interests Equity 

Balance at January 1. 2009 152,287 1,139,071 (73,184) 95,647 295,)74 1.608,995 58,428 1,667,423 

Net income for Ihe period 71,897 7\,897 13,912 85,809 

Other comprehensive income 49,002 49,002 49,002 

Total comprehensive income 71,897 49,002 120,899 13,912 134,81 1 

Share·based payment (Note 28) 3,768 3,768 3,768 

Shares issued under stock award plans 206 (206) 

Dividends declared (43,560) (43,560) 

Change in fair value of pullcall option arising from business 
combination (323} {J23} (323l 
Balance at March 31 , 2009 152,287 1,139,07 1 (72.978) 167,22 1 347,738 1,733,339 28,780 1,762,1 19 
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LOTTOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

I. Corporate information 

Lonomatica Group S.p.A. is one of the leading gaming operators in the world based on total wagers and, through its 
subsidiary GTECH Corporation, is a leading provider of lottery and gaming technology solutions worldwide. The 
Group operates in the publicly regulated gaming market consisting of online, instant and traditional lotteries, sports 
pools, fixed-odds and pari.mutuel betting, machine gaming and interactive gaming. The principal activities of the 
Group are described in Note 7. 

In these noles, the term "Lottomatican refers to Lottomatica Group S.p.A., the parent entity, and its subsidiaries 
excluding GTECH; the term 'uTECH" refers to GTECH Corporation and its subsidiaries; and the tenns "Group, 
"we," "our," and ''us'' refer to U:lttomatica and all subsidiaries included in the consolidated financial statements. 

Lottomatica is ajoint stock company incorporated and domiciled in the Republic offtaly, and its registcred office is 
located at Viale de l Campo Boario, Rome, Italy. Lottomatica is majority owned by thc Dc Agostini Group, a century
old publishing, media, and financial services company and is public ly traded on the Stock Exchange of Milan under 
the trading symbol "LTO". Lottomatica has a Sponsored Level I American Depository Receipt (ADR) program listed 
on the United States over the counter market under the trading symbol "LTIOY". 

The interim consolidated financial statements for the three months ended March 31 , 2010 were approved for issuance 
in accordance with a resolution of the Board of Directors on May 11 ,2010. 

2. Basis of preparation 

The interim consolidated financial statements for the three months ended Mareh 31, 20 I 0 have been prepared in 
accordance with International Accounting Standard 341nlerim Financial Reporting. As such, they do not include all 
the information and disclosures required in the annual financial statements, and should be read in conjunction with 
the Group's annual fmancial statements as of December 3 1, 2009. 

The interim consolidated financial statements are presented in euros and all values are rounded to the nearest 
thousand (€OOO) (except share and per share data) unless otherwise indicated. Infonnation for the three months ended 
March 31 , 2010 is unaudited and for the year ended December 31 , 2009 is audited. 

The interim consolidated financial statements for March 31, 20 I 0 are consistent with the December 31. 2009 
presentation. 

Formal o/the consolidaled financial statements 
The Group presents current and non-current assets, and current and non-current liabilities as separate classifications 
in its interim consolidated statements of financial position. 

The interim consolidated income statements arc presented using a classification based on thc nature of expenses, 
rather than based on their function of expense, as management believes this presentation provides information that is 
more relevant. 

The interim consolidated statements of changes in equity include only details of transactions with owners, with non
owner changes in equity presented as a single line (i.e. comprehensive income). Comprehensive income is presented 
in two statements; a separate income statement and interim consolidated statement of comprehensive income. 

The interim consolidated statements of cash flows are presented using the indirect method. 
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3. Significant accounting policies 

The accounting policies adopted in the preparation of the interim consol idated financia l statements are consistent with 
those fo llowed in the preparation of the Group's annual fi nancial statements fo r the year ended December 31,2009, 
except fo r the adoption of new and amended Standards and Interpretations as of January I, 20 I 0 noted below. 
Adoption of these Standards and Interpretations did not have a material effect on the financial position or 
performance of the Group. 

IFRS 1 Share-Based Payment: Group Cash-Settled Share-Based Payment Transactiolls (Revised) 
The Revised IFRS 2 clarifies the scope and the accQunling for group cash-sett led share-based payment transactions. 

IFRS 3 Business Combinations (Revised) and lAS 17 Consolidated and Separate Financial Statements (Revised) 
The Revised IFRS 3 introduces significan t changes in the accounting fo r business combinations occurring after July 
1,2009. The changes affect the valuation of non -controlling interests, the accounting for transaction costs, the initial 
recognition and subsequent measurement of contingent consideration and business combinations achieved in stages. 
These changes will impact the amount of goodwill recognized, the reported results in the period that an acquisition 
occurs and future reported results. The Revised lAS 21 requires that a change in the ownership interest ofa 
subsidiary (without loss of control) is accounted for as a transaction with owners in the ir capacity as owners. 
Therefore, such transactions will no longer give rise to goodwill, nor will they give rise to a gain or loss. 
Furthennore, the amended standard changes the accounting for losses incurred by the subsidiary as well as the loss of 
control of a subsidiary. The changes by these amendments will affect future acquisitions or loss of control and 
transactions with non-controlling interests. 

lAS 19 Financial Instruments: Recognition and Measurement - Eligible Hedged Items 
The amendment to lAS 39 clarifies that an entity is permitted to designate a portion of the fair value changes or cash 
flow variability of a fi nancial instrument as a hedged item. This also covers the designation of inflation as a hedged 
risk in particular situations. 

IFRS 5 Non-current Assets Held/or Sale and Discontinued Operations 
The amendment to IFRS 5 (resulting from Improvements to IFRSs issued in May 2008) clarifies that assets and 
liabili ties of a subsidiary should be classi fied as held for sale if the parent is committed to a plan involving loss of 
control of the subsidiary, regardless of whether the entity will retain a non-controlling interest after the sale. 

Improvements to lFRSs issued in April 1009 
In April 2009 the lASB issued an omnibus of amendments to twelve of its standards, primarily with a view of 
removing inconsistencies and clarifYing wording. The effect of each standard is described below. 

>- I FRS 1 Share-Ba ... ed Payment - This amendment confirms that contributions of a business on the formation of a 
joint venture and common control transactions are excluded from the scope oflFRS 2. 

>- IFRS 5 Non-<;urrtnf Assets Held/or Sale and Discontinued Operations - This amendment clarifies that the 
disclosures required in respect of non -current assets and disposal groups classified as held for sale or 
discontinued operations are only those set out in IFRS 5. The disclosure requirements of other IFRSs only apply 
if specifi cally required for such non-current assets or discontinued operations. 

>- TFRS 8 Operating Segments - This amendment clari fies that segment assets and liabilities need only be reported 
when those assets and liabilities are included in measures that are used by the chief operating decision maker. 
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3. Significant accounting policies (continued) 

}> lAS 1 Presentation of Financial Statements - This amendment clarifies that the potential settlement of a 
liabili ty by the issue of equity is not relevant to its classification as current or non-current. 

:> lAS 7 Statement a/Cu.'.h Flows - Thi~ amendment explicitly states that only expenditures that resu lt in 
recognizing an asset in the statement of financ ial position can be classified as a cash flow from investing 
activities. 

» lAS 17 Leases - This amendment clarifies that when a lease includes both land and building elements, an entity 
assesses the classification of each element as a finance or operating lease separately. 

}> lAS 18 Revenue - This amendment provides additional guidance on how to detennine whether an entity is 
acting as a principal or as an agent. The features to consider are whether the entity: 

• Has primary responsibili ty for providing the goods or service 
• Has inventory risk 
• Has discretion in establishing prices 
• Bears the credit risk 

> lAS 361mpairmenJ of Assets - This amendment clarifies that the largest unit pennitted for allocating goodwill 
acquired in a business combination is the operating segment as defined in IFRS 8 before aggregation for 
reporting purposes. 

> lAS 38 Intangible Assets - Two amendments to lAS 38 clarify the accounting fo r intangible assets acquired in a 
business combination and the description of valuation techniques commonly used when measuring the fair value 
of intangible assets acquired in a business combination that are not traded in active markets. 

> lAS 39 Financiallnstrumenls: Recognition and MeasuremenJ - This amendment clarifies the type offorward 
contmcts the guidance applies 10 and provides additiunal guidance regarding embedded prepayment penalties 
and hedging transactions. 

> I FRlC 9 Reassessment of Embedded Derivatives - This amendment clarifies that the scope of IFRIC 9 excludes 
contracts with embedded derivatives acquired in a eombination between entities under common control or in the 
formation of a joint venture. 

> IFRlC 16 Hedges ofa Net Investment in a Foreign Operation - This amendment removes the restriction on the 
enti ty that can hold hedging instruments. 

IFRIC 17 Distributions of Non-Cash Assets to Owners 
IFRIC 17 provides guidance on how to account for non-eash distributions to owners and clarifies when to recognize a 
liability, how to measure it and the associated assets, and when to derecognize the assets and liabili ty. 
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4. Significant accounting judgments, estimates and assumptions 

The preparation of the Group's consolidated financ ial statements requires management to make judgments, estimates 
and assumptions that affect the reported amounts of revenues , expenses, assets, liabilities, and the disclosure of 
contingent liabilities, at the reporting period. However, uncertainty about these assumptions and estimates could 
result in outcomes that may require a material adjustment to the carrying amount of the asset o r liability affected in 
the future. 

Judgments 
In the process of applying the Group's accounting policies, management has made the fo llowing judgment, apart 
from those involving estimations, that has the most significant effect on the amounts recognized in the consolidated 
financial statements: 

Finance and operating lease commitments 
The Group leases the GTECH world headquarters facility (land and building) in Providence, Rhode Island, USA. 
The Group determined that the present value of the future minimum lease payments for the building amounts to 
substantially all of the fair value relating 10 the Group's portion of the building and therefore accounts for its portion 
of the building as a finance lease. The Group also determined that since title to the land will never transfer to the 
Group, the land is accounted for as an operating lease. 

Estimates and assumptions 
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date that 
have a significant risk of causing a material adjustment 10 the carrying amounts of assets and liabilities within the 
next financial year are discussed below. 

Impairment o/Systems, Equipment and Other Assets Related to Contracts 
The carrying values of systems, equipment and other assets related to contracts are reviewed for impairment when 
events o r changes in circumstances indicate that the carrying value may not be recoverable. This requires 
management 10 make an estimate of the expected future cash flows from the assets and also to choose a suitable 
discount rate in order to calculate the present value of those cash flows. The carrying amount of systems, equipment 
and other assets related to contracts at March 31, 20 I 0 and December 3 1, 2009 was €8 1 0.4 million and €774.6 
million, respectively. Further details are provided in Note 8. 

Impairment o/Goodwill 
The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the 
"value in use" or "fair value less costs to sell" of the cash·generating units to which the goodwill is allocated. 
Estimating a value in use or fair value less costs to sell amount requires management to make an estimate of the 
expected future cash flows from the cash·generating unit and also to choose a suitable discount rate in order to 
calculate the present value of those cash fl ows. The carrying amount of goodwill at March 31, 20 I 0 and December 
31,2009 was €3.2 billion and €3.0 billion, respectively. Further details are provided in Note 10. 

Impairment 0/ Intangible Assets 
The Group determines whether intangible assets with indefinite useful lives are impaired at least on an annual basis. 
This requires management to make an estimate of the expected future cash flows from the assets and also to choose a 
suitable d iscount rate in order to calculate the present value of those cash flows. The carrying amount of intangible 
assets at March 31, 2010 and December 3 1,2009 was €844. 7 million and €822 .9 million, respectively. Further details 
are provided in Note II. 
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4. Significant accounting judgments, estimates and assumptions (continued) 

Share-based payment transactions 
The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity 
instruments on the date they arc granted. Estimating fair value for share-based payment transactions requires 
detennining the most appropriate valuation model. which is dependent on the terms and conditions of the grant. This 
estimate also requires determining the most appropriate inputs to the valuation model including the expected life of 
the option, volatility and dividend yield and making assumptions about them. 

Income taxes 
Uncertainties exist with respect to the interpretation of complex tax regulations and the amount and timing of future 
taxable income. Given the wide range of international business relationships and the long-term nature and complexity 
of existing contractual agreements, differences arising between the actual results and the assumptions made, or future 
changes to such assumptions, could necessitate future adjustments to taxable income and income tax expense already 
recorded. The Group establishes provisions, based on reasonable estimates, for possible consequences of audits by 
the tax authorities of the respective countries in which it operates. The amount of such provisions is based on various 
factors, such as experience of previous tax audits and differing interpretations of tax regulations by the taxable entity 
and the responsible tax authority. Such differences of interpretation may arise on a wide variety of issues depending 
on the conditions prevailing in the respective Group company's domicile. 

Deferred tax assets are recognized for all unused tax losses to the extent that it is probable that taxable income will be 
available against which the losses can be utilized. Significant management judgment is required to determine the 
amount of deferred tax assets that can be recognized, based upon the likely timing and level of future taxable income 
together with future tax planning strategies. The carrying value of recognized tax losses and unrecognized tax losses 
at March 3 1, 2010 and December 31, 2009 was €78.9 million and €23. 1 million, respectively. 

Fair value measurement of conlingenl consideration 
Contingent consideration resulting from business combinations is valued at fair value at the acquisition date as part of 
the business combination. Where the contingent consideration meets the definition of a derivative and thus financial 
liability, it is subsequently remeasured to fair value at each reporting date. The detennination ofthe fair value is 
based on discounted cash flows. The key assumptions take into consideration the probability of meeting each 
performance target and the discount factor. 

5. International Financial Reporting Standards issued but not yet effective 

The new, amended and revised Standards and Interpretations that were issued by the IASB and IFRIC but not yet 
effective up to the date of issuance of the Group's financial statements are described below. 

IFRS 9 FinanciallnslrumenlS 
lFRS 9 was issued in November 2009 and becomes effective for annual periods beginning on or after January I, 
2013. The standard is the first step in the IASB 's project to replace lAS 39 Financial Instruments: Recognition and 
Measurement and introduces new requirements fo r classify ing and measuring financial assets. The IASB intends to 
expand the standard during 20 I 0 to add new requirements for classifying and measuring financial liabilities, 
derecognition of financial instruments, impairment and hedge accounting. The Group is evaluating the impact the 
standard will have on the consolidated financial statements when adopted on January I, 2013. 
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5. International Financial Reporting Standards issued but nol yet effective (continued) 

lAS 14 Related Party Disclosures (Revised) 
The Revised lAS 24 was issued in November 2009 and becomes effective for annual periods beginning on or after 
January 1, 2011 . The revised standard simplifies the definition of a related party. clarifYing its intended meaning and 
eliminating inconsistencies from the definition and provides a partial exemption from the disclosure requirements for 
government-related entities. The Group is evaluating the impact the standard will have on the consolidated financial 
statements when adopted on January I, 20 II . 

Amendment to IFRlC J4 Prepayments o/a Minimum Funding Requirement 
The amendment to IFRIC 14 was issued in November 2009 and becomes effective for annual periods beginning on or 
after January I , 20 II . The amendment applies to pension accounting in the limited circumstances when an entity is 
subject to minimum fund ing requirements and makes an early payment of contributions to cover those requirements. 
The amendment permits such an enti ty to treat the benefit of an early payment as an asset. The adoption of this 
amendment is not ex.pected to have a material impact on the financial position or performance of the Group when 
adopted on January 1, 2011. 

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments 
IFRIC 19 was issued in November 2009 and becomes effective fo r annual periods beginning on or after July 1,2010. 
The interpretation provides guidance on the accounting by an entity when the terms of a financial liability are 
renegotiated and result in the entity issuing equity instruments to a creditor of the entity to ex.tinguish all or part of the 
financial liabili ty. The adoption of this interpretation is not expected to have a material impact on the financial 
position or perrurman(;e onhe Group when adopted 011 Jalluary 1, 2011. 
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6. Business combinations 

The Group did not have any business combination activity during the first three momhs 0[2010 but made cash 
payments in 2010 related to 2009 acquisitions (which occurred in the Italian Operations segment) which are 
summarized as follows: 

(thousands of euros) Label Other Total 

Cash purchase price 23,493 1,2 17 24,710 

Cash acquisition costs 144 26 170 

Total cash acquisition cost 23,637 1,243 24,880 

Payable to acquired companies 1,368 873 2,241 

Total non-cash acquisition cost 1,368 873 2,241 

Total acquisition cost 25,005 2,116 27,121 

Total cash acquisition cost 23,637 1.243 24,880 

Cash cost paid in 2008 (1,180) (1 ,180) 

Cash cost paid in 2009 (19,147) (246) (19,393) 
Net cash outflow 3,310 997 4,307 

Acquisitions in 2009 

The Group's business combination activity during the first three months of2009, which occurred in the Italian 
Operations segment, is summarized as follows: 

Topolino 
(thousands of euros) S.r.l. Tuttospon Other Total 

Total cash acquisition cost 3,524 500 288 4,3 12 

Net cash acquired (3 I) PI) 
Net cash outflow 3,493 500 288 4,28 1 

Business combination activity in the Italian Operations segment consists o f strategic investments to exploit growth 
opportunities in the Sports Betting and Machine Gaming markets. The aim is to acquire additional sports betting 
rights or to increase our directly-managed gaming machine base (amusement with prize machines). 
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7. Operating segment information 

For management purposes, the Group's operating segments are organized and managed separately according to the 
nature of the products and services provided. with each segment representing a strategic business unit. The Group is 
comprised of the followi ng four reportable operating segments: 

• The Italian Operations segment operates and provides a full range of gaming services, including online, instant and 
traditional lotteries, scratch and win, sports betting, machine gaming, interactive skill games and non-lottery 
commercial transactions. 

• The GTECI I lonery segment operates and provides a full range of sClVices, teclmology and products to 
government sponsored online, instant and traditional loneries. 

• The Gaming Solutions segment operates and provides solutions. products and services relating to vidco lottcry 
tenninal ("VLTs") and associated systems for the government sponsored market and video and traditional 
mechanical reel slot machines and systems for the commercial gaming markets. 

• The GTECH G2 segment provides digitally-distributed, multi~hannel gaming entertainment products and services, 
including sports betting, lottery, bingo, poker, casino games and quick games, as well as retail solutions for real
time transaction processing and infonnation systems for the sports-betting market. 

No operating segments have been aggregated to fonn the above reportable operating segments. Sales between 
segments are made at prices tbat approximate market prices. 

Management monitors the operating results of its operating segments separately for the purpose of making decisions 
about resource allocation and perfonnance assessment. Segment perfonnance is evaluated based on operating 
income. 

Prior to the first quarter of 20 I 0, certain corporate overhead costs were presented within the GTECH Lottery 
segmt!nt. These costs are now presented as a reconciling item because they are not attributable to anyone reportable 
segment. Prior period amounts have been reclassified to confonn to the current year presentation. 
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7. Operating segment information (continued) 

The following tables present revenue and operating income (loss) information regarding the Group's reportable 
operating segments for the three months ended March 31, 20 I 0 and 2009, respectively. Prior period amounts have 
been reclassi fied to conform to the current year presentation. 

For the three months ended March 31, 2010 
Total Intersegment Third-party Operating 

(thousands of euros) revenue revenue revenue income/{Ioss} 
Operating Segments 

Italian Operations 301,172 301,172 112,411 
GTECH Lottery 192,798 192,798 29,062 
Gaming Solutions 33,230 33,230 (2,058) 
GTECH G2 18,375 (999) 17,376 (797) 

545,575 (999) 544,576 138,618 

Eliminations (999) 999 
Corporate overhead (2,735) 
Purchase accounting (a) 72 72 (17,793) 

544,648 544,648 118,090 

For the three months ended March 31, 2009 

Total Intersegment Third-party Operating 
(thousands of euros) revenue revenue revenue income/{loss} 
Operating Segments 

Italian Operations 319,229 319,229 148,569 
GTECH Loltery 214,903 214,903 39,844 
Gaming Solutions 31,398 31,398 (4,\36) 
GTECHG2 17,395 (774) 16,621 (570) 

582,925 (774) 582,151 183,707 

Eliminations (774) 774 
Corporate overhead (3,303) 
Purchase accounting (a) 96 96 (25,207) 

582,247 582,247 155,197 

(8) Principally represents the depreciation, amortization and impainnent of acquired tangible and intangible assets in 
connection with the August 2006 acquisition ofGTECH by Loltomatica. 
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1. Operating segment information (continued) 

The following tables present depreciation and amortization infonnation regarding the Group's reportable operating 
segments for the three months ended March 31, 2010 and 2009, respectively. 

For the three months ended 
March 31, 2010 March 3 I, 2009 

(thousands of euros) De~recialion Amortization DeQreciation Amortization 

Operating Segments 
Italian Operations 15,231 6,185 13,373 4,440 

GTECH Lortery 32,365 618 34,208 882 

Gaming Solutions 3,601 1,249 4,349 1,56 1 

GTECHG2 151 1,049 582 1,895 

51,954 9,101 52,512 8,778 

Corporate overhead 10 8 
Purchase accounting (a) 5,216 12,628 1,188 15,899 

51,180 21,729 59,108 24,677 

(a) Represents the depreciation and amortization of acquired tangible and intangible assets in connection with the 
August 2006 acquisition ofGTECH by Lottomatica. 
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8. Systems, equip ment and other assets related to contracts, net 

Land and Terminals Furniture and Contracts 
(thousands of eurol~ Buildin~ and S~tems ~ui2men l in Progress Total 
Net book value 
Balance al January I, 2010 19.197 614.430 49.936 90.995 774.558 
Acquisitions 585 585 
Additions 2.148 11 .240 1. 11 2 32.452 46.952 
Depreciation (Note 22) (1.312) (48.905) (3.634) (53.851) 
Disposals (Ill) (773) 19 (6) (893) 
Foreign currency translation 25 35.266 1.691 6.070 43 .052 
Transfers 71.078 847 (7 1.925) 
Other (I) (18) (19) 
Balance at March 31, 2010 19.925 682.920 49.971 57.568 8\0.384 

Balance at January I, 2010 
Cost 39.746 1.368,5 19 90.857 90.995 1.590.117 
Accumulated depreciation (20.549) (754.089) (40.921) (815.559) 
Net book value 19.197 614.430 49.936 90.995 774.558 

Balance at Marcb 31, 2010 

Cost 41.735 1.5 15.585 96.252 57.568 1.7 11 .140 
Accumulated depreciation (21.810) (832.665) (46.281) (900,756) 
Net book value 19.925 682.920 49.971 57.568 8\0.384 
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9. Property, plant and equipment, net 

Land and Furniture and Construction 
(thol/sands oj euros) Buildings Egui~ment in Pro~s Total 
Net book value 
Balance at January I, 20 I 0 29,481 58,596 445 88,522 

Additions 2 1,604 255 1,861 

Depreciation (Note 22) (398) (2,93 1) (3,329) 

Disposals (15) (\16) (\31) 

foreign currency translation 2,01 5 3,937 29 5,981 

Transfers 312 (312) 

Other 5 5 
Balance at March 31, 2010 31,085 61 ,407 417 92,909 

Balance at January I, 2010 
Cost 35,485 87,926 445 123,856 

Accumulated depreciation (6,004) (29,330) (35,334) 
Net book value 29,481 58,596 445 88.522 

Balance at March 31, 2010 
Cost 37.932 95,061 417 133,410 

Accumulated depreciation (6,847) (33,654) (40,501) 
Net book value 31,085 61,407 417 92,909 
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10. Goodwill 

(thousands of euros) 

Balance at beginning of period 

Acquisitions: 

Labe. 
Europa Gestione 
Other 

Adjustments: 
Foreign currency translation 
Subsequent changes in fair value of contingent liabilities 
Revisions to fair value of other assets and liabilities acquired 
Revisions to fair value of Atronic assets and liabilities acquired 
Impairment loss 

Balance at end of period 

Balance at beginning of period 
Cost 
Accumulated impairment loss 

Balance at end of period 
Cost 
Accumulated impairment loss 

March 31, 
2010 

3,006,783 

151 ,283 
1,690 
(586) 

152,387 
3,159,170 

3,079,349 
(72,566) 

3,006,783 

3,231,736 
(72,566) 

3,159,170 

December 31, 

2009 

3,074,571 

18,035 
13,387 
7,835 

39,257 

(67,14 1) 
(8,341) 
(4,668) 
(3,046) 

3,123,288 
(48,717) 

3,074,571 

3,079,349 
(72,566) 

3,006,783 

Subsequent changes in fair value of contingent liabilities during the first three months of20 I 0 primarily resulted from 
changes in estimated put/call payments related to the Boss Media AS acquisition. Subsequent changes in fai r value of 
contingent liabilities during 2009 primarily resulted from changes in estimated contingent consideration related to the 
Finsoft Limited ("Finsoft") and St. Enodoc Holdings Limited acquisitions along with changes in estimated put/call 
payments related to the Boss Media AB acquisition. Goodwill related to these acquisitions is provisional as the costs 
of the acquisitions include contingent consideration and put/call payments. See Note 31. 

Goodwill of€39,3 million arising from acquisitions during 2009 primari ly relates to the Labet and Europa Gestione 
acquisitions which occurred on June 25, 2009 and June 4, 2009, respectively. Goodwill related to these acquisitions is 
provisional because they are based on preliminary estimates and assumptions. Revisions to the fair values will be 
recorded when the Group receives fina l information, including appraisals and other analyses, but not later than one 
year from their respective acquisition dates. 
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10. Goodwill (continued) 

Revisions to fair value of other assets and liabilities acquired during 2009 primarily resulted from the finalization of 
the Royal Gold S,d ("Royal Gold") purchase accounting, which occurred during September 2009. 

Revisions to fair value of AtTonic assets and liabilities acquired resulted from the finalization of the Atronic purchase 
accounling, which occurred during January 2009. 

The Group reviews goodwill for impainnent annually, during its fourth quarter ending on December 31, or more 
frequently if events or changes in circumstances indicate that the carrying value may be impaired. There were no 
events or changes in circumstances that required a goodwill impainnent review during the first three months of 20 I O. 
The €23.8 million impainnent loss recorded during 2009 relates primarily to the GTECH G2 segn;tent. 
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11 . I ntangible assets, net 

(thousands of euros) 

Balance at beginning of period 

Intangible assets acquired during the period: 
Purcbase business combination related: 

Customer contracts 

All other intangible assets acquired: 
Concessions and licenses 
Patents 
Sports betting rights and horse racing betting rights 
Other 

Total intangible assets acquired 
Revisions to fair value of assets and liabilities acquired 
Foreign currency translation 

Impairment loss 
Amortization (Note 23) 
Balance at end of period 

Balance at beginning of period 
Cost 
Accumulated amortization 

Balance at end or period 
Cost 
Accumulated amortization 

March 31, 
2010 

822,886 

1,923 
147 
955 
126 

3,15 1 

3,15 1 

40,406 

(2 1,729) 
844,714 

1,121,489 
098,603) 
822,886 

1,188,020 
(343,306) 
844,7 14 

December 31, 
2009 

847,28 1 

15,767 
15,767 

88,092 
9,27 1 
1,963 
3,449 

102,775 

11 8,542 
15,034 

(13,632) 
(49,817) 
(94,522) 
822,886 

1,074,762 
(227,481) 
847,28 1 

1,12 1,489 
(298,603) 
822,886 

Purchase business combination related intangible assets in 2009 principally resulted from the Label acquisi tion. The 
intangible assets are provisional because they are based on pre liminary estimates and assumptions. Revisions to the 
fair values, which may be significant, will be recorded when the Group receives final infonnation, including 
appraisals and other analyses, but not later than June 25, 2010 for this acquisition. 

Other intangible assets acquired in 2009 principally relate to the non-refundable payment representing 50% of the 
total cost of 10,761 VLT rights in Italy. 

Revisions to fair value of assets and liabilities acquired in 2009 primarily resulted from the finalization of the Atronic 
and Royal Gold purchase accounting, which occurred during January 2009 and September 2009, respectively. See 
Note 10 for addi tional infonnation. 
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12. Other assets (non-current and current) 

(thousands of euros) 
Other non-turrent assets 
long-term deferred asset 
long-term customer receivables 
Deposits 
Long-term prepaid expenses 
Sales-type lease receivables 
Other 

(thousands oj euros) 
Other current assets 
Other receivables 
Prepaid expenses 
Value-added tax receivable 
Other laX n:ct:i vables 

Other 

13. Inventories 

(thousands of euros) 

Raw materials 

Work in progress 
Finished goods 

DOCUMENT REDACTED BY TLC - 12-4-10 

March 31, 
2010 

7,183 
5,450 
4,030 
3,034 
1,027 
1,541 

22,265 

March3 !, 
2010 

31,664 
15,686 
14,362 
9,78 1 

1,8 15 
73,308 

March 31, 
2010 

19,950 
69,448 
52,498 

141,896 

December 31, 
2009 

6,978 
6,51 7 
3,470 
3,075 
1,113 
1,539 

22,692 

December 31, 
2009 

28,104 
10,429 
10,188 
9,676 

3, 180 
61 ,577 

December 31, 
2009 

25.374 
48,665 
60,041 

134,080 
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14. Trade and other receivables 

(thousands of euros) 

Trade receivables 
Receivables from intermediaries 
Related party receivables (Note 29) 
Sales-type lease receivables 
Allowance for doubtful accounts 

March 31, 
2010 

513,054 
342,648 

1,775 
700 

(65,211) 
792,966 

December 31, 
2009 

577,504 
275,794 

2,647 
666 

(64,808) 
791,803 

Receivables from intennediaries represent amounts due from tobacconists, bars, petrol stations, newspaper stands and 
motorway restaurants in Italy whereby Lottomatica provides third-party processing services related to their 
commercial services network. Trade receivables and receivables from intennediaries are non-interest bearing. 
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15. Consolidated net financial position 

March 31, December 3 1 , 
(thousands of euros) 2010 2009 

Cashon hand 510 453 
Cash at bank 445,207 468,882 

Cash and cash equivalents 445,717 469,335 

CUTrent financial receivables 21 ,931 4,613 

Dividends payable 45,638 
Swap Liability 30,225 29,924 
Boss Media contingent liability 20,555 17,521 
NOles 13,225 3, 147 
Atronic related debt 5,506 21 ,782 
Short-Ienn borrowings 1,944 467 
Capita! Securities 46,618 
Other 11 ,175 12,691 

Current financial debt 128,268 132,150 

Net current financial cash (339,380) (341,798) 

GrECH Senior Credit Facilities 1,224,644 1,145,100 
Notes 744,568 740,821 
Capital Securities 733,844 733,180 
Interest rate swaps 58,327 53,094 
Swap Liability 56,975 56,391 
Atronic related debt 2,383 2,803 
Other 34,783 32,918 

Non current financial debt 2,855,524 2,764,307 

Net fin ancial position 2,516, 144 2,422,509 

Total indebtedness included in net financial position 2,725,067 2,694,255 
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16. Non-current assets classified as held for sale 

In August 2008, the Group classified certain property acquired in connection with its acquisition of Atronic (Gaming 
Solutions segment) located in Scottsdale, Arizona, USA as held for sale. Under the direction of management, the 
property is being actively marketed for sale at a price that is reasonable given changes in market conditions. The 
major c1a<;~s of a..<;sel<; held for sale are as follows: 

(thousands of euros) 

Building 
Land 

Foreign currency translation 
Asset impainnent loss 

Non-current assets classified as held for sale 

March 31, 
2010 

3,096 
2,794 
5,890 

350 

6,240 

December 31, 
2009 

3,957 
3,499 
7,456 
(179) 

(1 ,387) 
5,890 

The Group recorded an impainnent loss of€l.4 million (€0.9 million net of tax benefit) on the remeasurement to fair 
value less costs to sell for this property during the fourth quarter of2009. 
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17. Other reserves 

Other reserves at March 31, 20 I 0 consist of the following: 

Stock 
Option NO! 

,od Share· Unrealized 
Restricted 8.,00 Ex An Gain! Treasury 

,-,,,,I Stock Payment 2349 (Lo") Translation Share Other 
(thousands of euros) Reserve ."""" ."""" ."""" ."""" Reserve Reserve Reserve T otal 

Balance at January 1,2010 30.457 31.458 20~82 1,834 (32)20) (175.845) 382,096 2 58,162 

Fair value of interest rate swaps (1~52) ( 1.352) 

Amortization of unrecognized gain 
(142) (142) 

on interest rate swap 

Unrecognized net gain on 
1.594 1,594 

derivative instruments 

Unrecognized net gain on available 
91 91 

for sale investment 

Foreign currency translation 153,442 153,442 

Share-based payment 1,338 1,338 

Purchase of non-controlling interest (2.(l6 I ) (2.061) 

Balance at March 31, 2010 30,457 31,458 21 ,720 1,834 (32.029) (22.403) 382.0% (2.061) 41 1,072 
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17. Other reserves (continued) 

Other reserves at March 31, 2009 consist of the following: 

Stock 
Option Neo 
.. d Share- Unrealized 

Restricted B,.,j "'Art Gainl Treasury 
Legal Stock Payment 2349 (Loss) Translation Share 

(thousands oj euros) Reserve Reserve Reserve Reserve Reserve Reserve R""", Total 
Balance al January I, 2009 30,380 34,066 26,540 1,834 (43,987) (135,755) 382,096 295 , 174 

Fair value of inleresl rate swaps 1,588 1,588 

Amortization of unrecognized gain on 
(142) (1 42) 

interest rate swap 

Unrecognized net gain on derivative 
3,294 3,294 instruments 

Unrecognized net loss on available for 
(Il) (Il) sale investment 

Foreign currency translation 44,275 44,275 

Share-based payment 3,768 3,768 

Shares issued under stock award plans (88) (1 18) (206) 

Balance at March 31, 2009 30,380 33,978 30,190 1,834 (39,260) (91,480) 382,096 347,738 
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18. Debt 

(thousands of euros) 

Long.term debt, less current portion 

GTECH Senior Credit Facilities 

Notes 
Capital Securities 

Other 

Short· term borrowings 

Short-tenn borrowings 

Current portion of long-term debt 

Notes 

L TO Revolving Credit Facility 

Capital Securi ties 

GrECH Senior Credit Facilities 

Other 

Total indebtedness 

GTECH Senior Credit Facilities 

March 3!, 

2010 

1,224,644 

744,568 

733,844 

1,285 
2,704,341 

4,747 

!l,225 

22 

2,732 
15,979 

2,725,067 

December 31, 

2009 

1,145,100 

740,821 

733,180 

2,889 
2,62 1,990 

5,079 

3,147 

22 

46,618 

203 

17, 196 
67,186 

2,694,255 

GTECH is a party to an agreement with a syndicate of financial institutions for !renior unsecured credit facilit ies (the 
"GTECH Senior Credit Facilities") which expire on August 29, 2012. The GTECH Senior Credit Facilities are 
unsecured and unsubordinated and are fill1y and uncondilional1y guaranteed by lottomatica, GTECH Holdings 
Corporation ("Holdings"), GTECH Rhode Island Corporation ("GTECH Rhode Island") and lnvest Games S.A. 
(" [nvest Games") (Holdings, GTECH Rhode Island and Invest Games are collectively referred to herein as the "Other 
Guarantors"). 
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18. Debt (continued) 

The GTECH Senior Credit Facilities consist of the following facilities (US dollars in thousands): 

Amount 
borrowed al 

March 31, 2010 

Term Facility A 1,256,018 1,256,018 1,256,018 
Term Facility B 403,982 403,982 403,982 
Revolver A 250,000 250,000 
Revolver B 250,000 250,000 2,638 <a) 

2,160,000 2,160,000 1,662,638 

(a) Represents letters of credit that reduce the amount available under Revolver B 

The GTECH Senior Credit Facilities require that GTECH repay Term Facility A and Term Facility B (Term Facility 
A and Term Facility B are collectively referred to as the "GTECH Term Facili ties") pursuant to the following 
schedule (US dollars in thousands): 

2011 
2012 

Total 

interest is generally payable three months in arrears at rates determined by reference to LlBOR plus a margin based 
on the Group's ratio of total net debt to earnings before interest, taxes, depreciation and amortization, and the Group's 
senior unsecured long-term debt rating. A facility fee is payable quarterly at a rate of 0.24% per annum on the t01a1 
available commitment of Revolver A and Revolver B. At March 31, 2010, the effective interest rate on the GTECH 
Senior Credit Facilities was 0.88%. 

The GTECH Sellior Credit Facilities lIave covenauls and restrictions including, among other things, n::quin:::ments 
relating to the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, and 
limitations on dividends. Violation of these covenants may result in the full principal amount of the GTECH Senior 
Credit Facilities becoming immediately payable upon written notice. At March 31, 2010 and December 31, 2009, we 
were in compliance with all covenants and restrictions. 

Debt issuance costs associated with the GTECH Senior Credit Facilities are being amortized over approximately six 
years beginning September 2006. 

Notes 
In December 2009, Lottomatica issued €7S0 million of guaranteed notes due December S, 2016 (the "Notes"). The 
Notes are unconditionally and irrevocably guaranteed by GTECH and the Other Guarantors. The Notes, which have 
received a rating equal to a Baa3 and a BBB- by Moody's Investors Service Limited and Standard & Poor 's Rating 
Service. respectively. are listed on the Luxembourg Stock Exchange. 
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18. Debt (continued) 

Interest is payable annually in arrears, with the first payment due on December 5, 2010, at 5.375% per annum, and is 
subject to adjustment from time to time in the event of a step up rating change or step down rating change. In the 
event ofa step up or step down rating change, the interest rate shal l be increased or decreased by 1.25% per annum, 
provided that at no time during the tenn of the Notes will the interest rate be higher than 6.625% or lower than the 
initial rate ofinlerest of5.375%. 

Unless previously redeemed or purchased and cancelled, the Notes will be redeemed at 100% of their principal 
amount on December 5, 2016. The Notes may be redeemed at any time after January 4, 2010 by the Issuer, in whole 
but not in part, at the greater of (i) 100% of their principal amount together with any accrued interest or (ii) an 
amount specified in the terms and conditions to the Notes. The Notes may also be redeemed in whole. but not in part. 
at 100% of the ir principal amount at the option of the Issuer in the event of certain changes affecting taxation in italy. 
the United States. Hungary or Luxembourg. Holders of the Notes may require Lottomatica to redeem the Notes in 
whole or in part at 100% of their principal amount plus accrued interest following the occurrence of certain events 
specified in the temlS and conditions of the Notes. 

In December 2009. the proceeds of the Notes, net of associated fees and costs, were used to repay a €360 million 
senior unsecured tenn loan facility, a portion of the GTECH Senior Credit Facilities and other debt. 

Debt issuance costs associated with the Notes are being amortized over approximately seven years beginning 
December 2009. 

Capital Securities 
In May 2006, Lottomatica issued €750 million of subord inated interest-deferrable capital securities due March 2066 
(the "Capital Securities"). The Capital Securities have a fixed interest ra te of8.25% payable annually through March 
31.2016 and thereafter have a variable interest rate of six-month EURlBOR plus 505 basis points payable semi
annually. The Capital Securities have received a rating equal to a BB and BaJ by Standard & Poor's Rating SelVice 
and Moody's Investors Service Limited, respectively. The Capital Securities are listed on the Luxembourg Stock 
Exchange. 

The Capital Securities are redeemable at maturity, at par value after March 3 1, 2016, upon the occurrence of certain 
tax event. ... through open market purcha...es, hy puhlic ca. .. h tender offer. or if a change of control event occurs. 

Debt issuance costs associated with the Capital Securities are being amortized over ten years beginning May 2006. 

The Capital Securities allow Lottomatica to optionally defer interest payments and mandates deferral of interest 
payments if Lottomatica is in breach of the inlerest coverage ratio as defined in the Capital Securities agreement. 
Under circumstances described in the Capital Securities trust deed, l<lttomatica is required to settle deferred interest 
payments in cash or equity. During the fi rst three months of2010 and the twelve months of 2009, €61.9 million and 
€6 1.9 million, respectively, of interest on the Capital Securities was paid. 

The terms of the Capital Securities require Lottomatica to authorize the issuance of ordinary shares in accordancc 
with a resolution approved by Lotlomatica shareholders. At each annual general meeting, the value of the ordinary 
shares authorized for issuance must be at least equivalent to the interest payments due during the following two-year 
period. As of December 31, 2009, the authorization was in place for the issuance of capital up to €170 million. 
Interest payrnents over the nex t two years are approximately €124 million. 

65 
DOCUMENT REDACTED BY TLC -124-10 



GROUP - -
First Quarter 2010 Report 

LOTTOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

18. Debt (continued) 

LTO Revolving Credit Facility 
In May 2008, Lottomatica entered into an agreement with a syndicate of financial institutions for a €300 million 
senior unsecured revolving credit facility (the "LTQ Revolving Credit Facility"). The LTO Revolving Credit Facility 
expires on August 29, 20 12. The L TO Revolving Credit Facility is unsecured and unsubordinated and is fully and 
unconditionally guaranteed by GTECH and the Other Guarantors. 

Interest is generally payable monthly in arrears at rates detennined by reference to EURIBOR plus a margin based on 
the Group's ratio orlotal nel debt to earnings before interest, taxes, depreciation and amortization, and the Group's 
senior unsecured long-term debt rating. A facility fee is payable quarterly at a rate of 0.36% per annum on the total 
available commitment of the LTO Revolving Credit Facility. 

The LTO Revolving Credit Facility has covenants and restrictions including, among other things, requirements 
relating to the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, and 
limitations on dividends. Violation of these covenants may result in the full principal amount becoming immediately 
payable upon written notice. At March 3 1, 20 I 0 and December 31, 2009, we were in compliance with all covenants 
and restrictions. 

Debt issuance costs associated with the LTD Revolving Credit faci li ty are being amortized over approximately four 
years beginning May 2008. 

As of March 31, 2UIU, there was no outstanding balance under the LTO Revolving Credit Facility. 

Letters 0/ Credit 
in connection with certain customer contracts, we are required to issue letters of credit for the benefit of our 
customers. The letters of credit primarily secure our performance under the customer contracts. At March 31, 20 I 0, 
€620.8 million of letters of credit were outstanding with a weighted average annual cost of 0.80%. At December 31, 
2009, €619.9 million of letters of credit were outstanding with a weighted average annual cost of 0.79%. 
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19. Other liabilities (non-current and current) 

(thousands of euros) 
Other non-current liabilities 
Deferred revenue 
Contingent liabilities related to GTECH ·acquisition 
Staff severance fund 
Other 

(thousands of euros) 
Other current liabilities 
Accrued expenses 
Employee compensation 
Taxes other than income taxes 
Deferred revenue 
Advance payments from customers 
Advance billings 

20. Raw materials, services and other costs 

(thousands of euros) 

Operating expenses 
Outside services 
Consumables 
Insurance, miscellaneous taxes and other 
Telecommunications 
Cost of product sales 
Occupancy 
Travel 
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March 31, 
2010 

28,715 
14,135 
8,148 
5,554 

56,552 

March 31, 
2010 

107,761 
61,873 
51,114 
42,752 
21,983 
4,9 16 

290,399 

December 3 I, 
2009 

27,628 
13,503 
8,082 
5,971 

55,184 

December 31, 
2009 

99,763 
56,841 
49,763 
38,259 
18,647 
7,291 

270,564 

For the three months ended 
March 31, 

2010 

120,858 
34,983 
28,866 
22,840 
16,5 12 
15,505 
12,712 
5,604 

257,880 

2009 

110,973 
31,011 
28,429 
17,662 
15,780 
26,091 
11,844 
6,176 

247,966 
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21. Personnel 

(thousands of euros) 

Payroll 
Statutory benefits 
Company benefits 
Incentive compensation 
Stock compensation (Note 28) 
Other 

The Group's worldwide employees arc comprised oflhe following personnel: 

For the three months ended 
March3 !, 

2010 

84,087 
9,248 
6,655 
5,266 
1,338 
1,092 

107,686 

2009 

75,286 
8,855 

11 ,580 
9,898 
3,768 
2,801 

112,188 

Number of cmE lo~ccs 
As of 

March 31, December 31, 2010 
Personnel Descri21ion 2010 

Executives 
Middle Management 
All Other Pennanent Employees 
Employees with Temporary Employment Contracts 

22. Depreciation 

(thousands of euros) 

Systems, equipment and other assets related to contracts, nel (Note 8) 
Property, plant and equipment, net (Note 9) 
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396 
984 

5,958 
368 

7,706 

2009 Average 

400 398 
977 980 

6, 13 1 5,95 1 
164 386 

7,672 7,715 

For the three months ended 
March 31, 

2010 

53,85 1 
3,329 

57,180 

2009 

56,923 
2,785 

59,708 
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23. Amortization 

(thousands of euros) 

Intangibles amortization (Note 11) 

Other 

24. Foreign exchange gain, net 

For the three months ended 
March 31, 

2010 

21 ,729 

21,729 

2009 

24,728 
(51) 

24,677 

Foreign exchange gains and losses are classified as realized (cash) o r unrealized (non-cash) as follows: 

(thousands of euros) 

Cash foreign excbange gain (loss) 
Non-cash foreign exchange gain 

Non-cash foreign exchange gain 

For the three months ended 
March3 ! , 

2010 

72 
841 
913 

2009 

(190) 
11,370 
11,180 

During 2007, in connection with GTECH's sale of POL CARD S.A. to First Data international, GTECH's Polish 
subsidiary, GTECH Polska Sp. Z 0.0. ("GTECH Polska"), loaned Polish zloty 255.6 million (at market interest rates) 
to GTECH Global Services Corporation Limited ("GGSC''). whose functional currency is the US dollar. GGSC 
repaid this loan in 2009 principally using the proceeds of non -cash dividends from GTECH Polska. Non-cash foreign 
exchange gains incurred during the three months ended March 3 1, 2009 include € 10.3 million of gains on this loan 
resulting from fluctuations in the Polish zloty to US dollar exchange rate. 
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25. Interest expense 

The Group incurred interest expense on the following components of debt: 

(thousands of euros) 

Capital Securities 
GrECH Senior Credit Facilities 
Notes 
Interest Accretion on Swap Liability 
LTO Tenn and Revolving Facilities 
Other 

See Note 18 for details of the debt facilities. 

26. Income tax 

The significant components of income tax expense are as fo llows: 

(thousands of euros) 
Current 
Haly 
Foreign 

TOlal Current 

Deferred 
Italy 
Foreign 

Total Deferred 
Income tax expense 
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For the three months ended 
March 31, 

2010 

(15,92 1) 
(13,192) 
(9,627) 

(886) 
(63) 

(1,569) 
(41,258) 

2009 

(16,049) 
(15,798) 

(4,920) 
(5,329) 

(42,096) 

For the three months ended 
March 31, 

2010 2009 

27,129 43,088 
4,122 5,2 19 

31,251 48,307 

5,240 (10,542) 
(417) 786 

4,823 (9,756) 
36,074 38,551 
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27. Components of other comprehensive income 

(thousands of euros) 

Derivative instruments (cash flow hedges): 
Gains arising during the year 

Reclassification adjustments for gains included in the income 
statement 

28. Share-based payment plans 

For the three months ended 
March 31, 

2010 2009 

1,800 4,198 

478 1,243 

2,278 5,441 

The expense recognized during the three months ended March 31 , 20 I 0 and 2009 arising from employee share-based 
payment plans and included in personnel in our consolidated income statement was as follows: 

(thousands of euros) 

Equity settled share-based payment 

Cash settled share-based payment 
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For the three months ended 
March 31, 

2010 2009 

1,338 3,768 

1,338 3,768 
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29. Related party disclosures 

(thousands of euros) 
Accounts receivable 
De Agostini Group 
Taiwan Sports Lonery Corporation 
Spain UTE 

Accounts payable 
De Agostini Group 

(thousands of euros) 
Service revenue and product sales 
Taiwan Sports Lonery Corporation 

Raw materials, services and other costs 
De Agostini S.p.A.- management fees 
De Agostini Editore S.p.A. - service fees 

De Agostini Group 

March 31, 
2010 

1,271 
421 

83 
1,775 

41,794 

December 31, 
2009 

2,096 
95 

456 
2,647 

43,232 

For the three months ended 
March 31, 

2010 

354 
354 

67 
38 

105 

2009 

373 
373 

95 
257 
352 

The De Agostini Group includes De Agostini S.p.A ("De Agostini' '), the majority shareholder of Lottomatica and De 
Agostini Editore S.p.A, a subsidiary of De Agostini. Outstanding accounts receivable balances at March 31, 2010 and 
December 31, 2009 are non-interest bearing. 

Taiwan Sports Lottery Corporation 
GTECH has a 24.5% interest in Taiwan Spons Lottery Corporation (''TSLC'') which is accounted for using the equity 
method of accounting. TSLC is the agency commissioned by Taipei Fubon Bank (the sports lottery license holder 
througb December 20 13) to be Taiwan' s sport betting solutions and services provider. 

Spai" UTE 
GTECH has a 50% interest in a Spanish joint venture ("Spain UTE") which is accounted for using the proportionate 
consolidation method. Spain UTE will provide to the National Organization of the Spanish Blind ("ONCE"), end-to
end lottery technology, marketing services, logistics, and retailer services for a complementary lottery retai ler 
network that will complement ONCE's existing lottery network. ONCE is authorized by the Spanish government to 
administer lottery and wagering games in Spain. 
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30. Litigation 

Lottomatica's Italian Business 

1. Lotto Game Concession: LottomaticalAAMS Arbitration - Stanley International Betting Limited Appeal - Sisal 
App eal 

Arbitration Lottomatica/AAMS 
Pursuant to the arbitration clause set out in article 30 of the Lotto Concession, Lonomalica initiated an arbitration 
proceeding to ascertain the effective initial date of said Concession. Lottomatica asked the Board of Arbitrators to 
ascertain and state that the initial starting date of the Lotto Concession was June 8, 1998 (dale in which the European 
Commission in Brussels was notified that the infringement procedure no. 91/06 19 was closed) and that, as a result, 
the final expiration date of the Lotto Conccssion is June 8, 20 16. 

Lottomatica had reached said conclusion as a result of the Ministerial Decree dated November 8, 1993 that envisaged 
the Concession to be enforced only subject to the condilion that the EU Commission deem the Concession not to be 
in violation of the provisions of the Treaty of Rome. 

The Arbitration Award issued by the Board of Arbitmtors accepted LoUomatica's request by lodging its award on 
August 1, 2005. AAMS challenged the Arbitmtion Award before the Rome Court of Appeal (pursuant to art. 828 of 
the Italian code of civil procedure) by serving a deed to defending counsel on December 15, 2005, and to Lottomatica 
on December 30, 2005. The first hearing was held on April 20, 2006, and was adjourned to January 28, 2010 to bC<lf 
the conclusions. 

In the interim, on January 18,2008, upon AAMS's request to advance said hearing, the Court of Appeal advanced the 
hearing date to January 15,2009. 

On January 15, 2009 Lottomatica appeared before the Court of Appeal and requested that the file be suspended on the 
grounds that the same file is pending ruling before the TAR (Regional Administrative Court) ofLazio. Lottomatica 
specified in its response to the charges brought forth by AAMS that it is of the opinion that they are groundless. 

At the July 2, 2009 hearing, the Court of Appeal deferred the hearing to September 26, 2011 . 

Stanley International BettinglAAMSlLottomatica Appeal 
On June 18, 2007, Stanley International Betting Limited filed an appeal before the TARof Lazio (Regional 
Administrative Court) to AAMS and Lottomatica asking for the cancellation and/or disapplication of the Lotto Game 
Concession deeds because in violation of the rules regarding the tacit renewal of public contracts, as well as the April 
19,2007 notice with which AAMS rejected the plaintiff's motion to jointly operate the Lotto Game on the 
assumption that the Concession is still effective for Lottomatica. By decision of March 31, 20 I 0 the TAR of Lazio 
declared inadmissible the action brought by Stanley. 

SisalJAAMSlLottomatica Appeal 
On July 13,2007 Sisal filed with AAMS and Lotlomatica an appeal under article 25 of Law no. 24 1 of August 7, 
1990, before the TAR of l.azio requesting that their right to access documents relating to the awarding of the Lotto 
Concession, the subsequent extensions and/or renewals, the AAMS - Lottomatica arbitration award and the 
correspondence between AAMS and the European Commission be ascertained. 
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Sisal argued to have learned only in recent months of the arbitration award setting the expiration date for the Lona 
Concession to 2016 in favor of Lonomatica, and to have then filed with AAMS a formal request for access aimed at 
obtaining copies of the aforementioned documents on May 11,2007. AAMS never responded to said request. 

Lottomatica duly appeared at the October 10, 2007 hearing, during which Sisal stated that it was not interested in 
pursuing the appeal anymore due to another challenge it was about to serve. 

On October 12,2007 Sisal served an appeal on AAMS and Loltomatica before the TAR ofLazio for the annulment 
of the provision indicated in the July 9, 2007 notice setting out that AAMS ignored the request made by plaintiff for 
the concession relating to the Lotto game operation, as well as of any prior, consequent deed relating and/or 
connected to the aforementioned AAMS notice and, in particular, of the Ministerial Decree dated March 17, 1993 and 
any subsequent and related deed including the renewal of the Lotto Concession in favor of Lottomatica. Stanley has 
intervened in the appeal in support of Sisal. Lottomatica has made an appearance in the case at issue. The hearing to 
discuss the case at issue has been set to March 10, 20 I O. 

On November 19, 2007 the TAR ofLazio ordered AAMS to lodge the documents relating to the awarding of the 
Lotto Concession within 60 days. Specifically, AAMS must lodge the following: assignment deeds and the renewal 
and/or extension of the concession to the prosecuting Company, a copy of the arbitration award of AAMS vs. 
Lottomatica, and the deeds issued by the European Community regarding the matter in issue. By decision of March 
3 1, 20 I 0 the TAR of Lazio declared inadmissible the action brought by Sisal. 

2. Ticket One S.P.A. Litigation 

On August 12, 2003, Ticket One S.p.A. ("Ticket One"), which operates in the services business sector primarily in 
the ticketing services area, filed a suit with the TARof Lazio against Lottomatica and Lottomatica ltalia Servizi 
S.p.A (LIS) to obtain, among other things, an order requiring Lortomatica to offer its network to third parties under 
the same conditions as those offered to the controlled company Lonomatica ltalia Servizi S.p.A. ("LIS"). 

Before serving the appeal dated March 12,2003, Ticket One had asked Lottomatica for the right to use its network. 
Lortomatica rejected Ticket One's request. 

On December 3, 2003, Ticket One also commenced civil proceedings before the Court of Appeal of Rome, 
substantially repeating the same claims made in the administrative proceedings before the TARof Lazio. [n addition, 
Ticket One requested €IO million in damages for alleged unfair competition and illegal use of the network by 
Lottomatica and LIS, and an order enjoining them from committing any further acts of unfair competition and, 
alternatively, access to Lottomatica's electronic network. 

Lottomatica and LIS responded to both lawsuits and, since Ticket One had filed the same claims with two different 
courts, filed an appeal with the Supreme Court sitting in joint session, requesting a preliminary proceeding to resolve 
the issue of jurisdiction and the suspension of the proceedings. 
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At the hearing on June 24, 2004, the TAR ofLazio accepted the request filed by Lottomatica and Lottomatica Ital ia 
Servizi S.p.A. and suspended the proceeding, arranging for the documents to be sent to the Supreme Court of 
Cassation. The Supreme Court declared Lottomatica and LIS 's appeal 10 be inadmissible on February 9, 2006. As a 
result of the Supreme Court's declaration, Ticket One motioned for a hearing set for October 28, 2009 during which 
the TAR of Lazio closed the presentation of the arguments by the parties. To date the TAR of lazio has not issued a 
ruling. 

According to the opinion of Lottomatica 's counsels the request to set the hearing brought forth by Ticket One is 
insufficient and therefore it is not possible to proceed. 

As for the procedure before the Court of Appeal, the Civil Judge a fter reserving on the request of suspension of the 
proceeding raised by Lottomatica and LIS, by o rder dated July 28, 2004 rejected it and postponed the hearing to June 
2 1, 2006. At this hearing, where admitted witnesses were to be deposed, the Judge declared a suspension because of 
the merger of Lottomatica into NewGames S.p.A. On June 23, 2006, Ticket One presented a petition to revoke the 
suspension decision. On October 21, 2006, the Court of Rome revoked the decision whereby the action had come to a 
halt and postponed the hearing to January 26, 2001 for the examination of witnesses. 

The tes timonies of Elisabetta Cragnotti (fonner SS Lazio soccer learn manager) and Fabrizio Conti (Milan Indoor 
Tennis Cbampionship organizer) were beard on January 26, 2001. At tbe July 5, 2001 hearing the Judge, having 
taken note of Ticket One's waiver to depose additional witnesses, upon the parties' request adjourned the case to the 
December 18, 2008 hearing for stating his conclusions. As of the December 18, 2008 hearing, the Judge has closed 
the presentation of the arguments by the parties. 

The Judge issued the ruling on June 25 - August 4, 2009 stating that Lottomatica has no obligation to allow third 
parties use of its network and therefore d ismissing all charges brought forth by Ticket One. On March 13, 2010 
Ticket One filed an appeal of the Judge 's ruling. The first hearing will be held on July 25, 2010. 

3. Summons to Formula Giochi Shareholders 

On October 26, 2005, the companies Karissa Holding S.A., Cored International S.A., Mr. Massimo Mad and 
shareholders ofFonnula Giochi S.p.A. in liquidation (operating in the gaming collection and wagering market) 
served summons on Lonomatica and Sisal, to appear - on January 3D, 2006- before the Court of Appeal of Rome. 

The plaintiffs requested the assessment of the liability of Lottomatica and Sisal S.p.A. for engaging in the 
anticompetitive CQnduct enjoined by the order ofthe Italian Antitnlst Authority of November 23, 2004, which 
conduct, the plaintiffs allege, was responsible for (i) their inability to sell their stake (for €3.0 million) and (ii) 
Fonnula Giochi S.p.A. 's inability to enter the gaming and wagering market, which caused the business value of 
Fonnula Giochi to decrease by €34.2 million. 

The plaintiffs also requested, that Lottomatica and Sisal S.p.A. be ordered, jointly and severally, to pay directly to the 
plaintiffs' damages totaling €31.2 million in the aggregate. 
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On January 10, 2006 Lottomatica presented before the Court of Appeal that apart from a number of prejudicial issues 
concerning, inter alia, plaintitTlegitimacy, the documents of the proceedings initiated by the Italian Antitrust do not 
indicate that Lonomatica's conduct was prejudicial and detrimental to Fonnula Giochi. Conversely, the documents in 
the trial dossier, literally trans[Klsed in the Authority order to close the case, and in particular, the statements made 
during the November 10, 2003 bearing by the managing director of Fonnula Giochi, show that" the dissolution of Ihe 
recently established third pole" derives from causes that are not related to Lottomatica. 

Lottomatica duly appeared on January 10, 2006. Formula Giochi S.p.A. appeared through its receiver at the January 
30,2006 hearing. At the February 6, 2006 hearing the Appeal Court granted the parties 30 days to submit their 
remarks. By order of March 15, 2006 the Coun of Appeal granted the parties 30 days to file their briefs as well as to 
state and amend their claims, objections and conclusions already made in addition to 30 more days for their replies. 

In a brief dated March 31, 2006, Karissa and others, by presenting their motions consequent to the occurred 
appearance of Formula Giochi S.p.A. have acknowledged the entrance into a settlement agreement between the same 
Formula Giochi and Sisal S.p.A. to settle the lawsuit pending between them. This agreement envisaged payment of 
EO.5 million to Formula Giochi. 

In a brief duly filed by Lottomatica, Lottomatica asserted that Karissa Holding S.A. 's active legitimacy no longer 
existed following the appearance of Formula Giochi, as well as the non-admissibility ofthe action by Formula 
Giochi, to be added to the already-formulated preliminary and merit objections. 

It was noled how, in the merit, the EO.5 million settlement between Sisal and Formula Giochi against claims by the 
latter amounting to €34.0 million provided an idea of Formula Giochi's claims, so much so that it attributed the 
failure of the third pole to Sisal, who had a Director, in common with Formula Giochi . Such circumstances do not 
exist for Lottomatica, which had no relations with Sisal with regard to Formula Giochi (as shown by the Authority 
order), nor wilh Formula Giochi itself. 

On November 29, 2006, the Court of Appeals, accepting the request made by the opposing party, designated Angelo 
Novellino as expert witness in order to estimate any damages. The bearing was postponed to February 19, 2007 for 
the swearing and queries formulation. 

After hearing the expert witness's testimony, the Court of Appeals admitted the following queries: 

a) the profits which Formula Giochi would have earned ifit had had access to the gaming market according to 
conservative criteria which took into account the company's size, its ability to penetrate the market and its 
investment capacities; 

b) whether Formula Giochi had suffered any damages from the inability to present itself as an operator other than 
Sisal and Lottomatica in the Italian gaming market; 

c) jfthe response to poinl2 was positive, whether it was possible to quantify the damages suffered by Formula 
Giochi for having missed said opportunity, referring to valid economic parameters and according to rational 
methods leading to statistically plausible conclusions, and a prudent evaluation. 
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The expert opinion presented on February 2 1, 2008 included: 

• "the financial reports of Formula Giochi and its subsidiaries demonstrate that at the launch oflhe strategic plan 
in March 2003 the group did not generate revenues and was in a liquidity crisis which resulted in serious 
financial tensions ", "the group was in need of an immediate injection of over €4 million only to cover the losses 
incurred in 2002 and was there/ore not able 10 independently undertake an operation in Ihe ex Coni gaming 
markel". The expert witness further includes that based on the economic informatio n supplied by Lonomatica 
regarding the management of ex Coni games, the Fonnula Giochi group would not have generated any profits if 
it had been granted free access to the ex Coni gaming market; 

• "the absence of FomlUla Giochi from the ex Coni games tender resulted from the group 's financial difficulties, 
the lack of authorization of the strategic plan and the lack of financial support from the shareholders". 

The expert witness included that Lottomatica and Sisal did not cause any damage to Fonnula Giochi and that it was 
the company's financial and economic d ifficu lties which prevented the company from part icipating in the ex CONI 
games tender. 

Due to the extremely favorable outcome of the expert opinion, Lottomatica and its legal representatives retained that 
it was not necessary to deposit their reasoning regarding the expert opinion. 

At the June 9, 2008 hearing the Court of Appeals reserved any observations regarding some objections presented by 
Fonnula Giochi pertaining to the expert witness testimony. The Court of Appeals claimed that the objections should 
be however included during the decision-making process. The closing hearing has been set to October 4, 2010. 

4. "LAS VEGAS" Inslant Lottery Petition 

Non-winning "Las Vegas" instantaneous lotteries (Scratch and Win) tickets have been presented to the Consorzio 
Lotterie Nazionali (National Lottery Consortium) fo r payment starting from April 2006. 

To date 415 petitions and 102 requests fo r injunctive payments have been presented to the Consorzio Lotterie 
Nazionali fo r a total sum of€5.8 million. There have also been numerous requests for out-of court payments. All the 
claims (whether in or out of court) are identical in all the payment requests of non-winning tickets. The players claim 
that according to their interpretation of the Game Regulations established with the Finance Ministry Decree of 
February 16, 2005, the amounts corresponding to the winnings indicated in the various areas ofthe tickets are paid 
every time cards with symbols fro m 10 to K appear even if the regulations state that all the cards must have the same 
points. As a matter of fact, the p layers argue that cards from 10 to K are worth the same in all French card games. 

The Consortium deems these requests to be unfounded in Ihat they do not fo llow the Game Regulations which 
explicitly <lescribe 'he qualifications ofa winning ticket. 

To date, the following rulings have been issued: 

a) 199 rulings fu lly accepting Ihe reasons put forwa rd by the counsels assisting the Consorzio Lotterie Nazionali 
during the trial; 

b) 15 rulings in which, although rejecting the main claim to pay winning tickets, the Judge accepted the damage 
compensation claim for deceptive advertising in the notices printed on the back of the tickets (about €l50.00 per 
position); 
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c) 29 rulings which rejected the main claim to pay winning tickets, but the Consortium was sentenced to reimburse 
the cost of the tickets. in addition to damage payment (about €300.00 per position), for it was not proven during 
the trial that the game regulations had been put up in the individual retailers' premises; 

d) 80 rulings accepted payment of the prize amount in addition to claim compensation. 

With regard to unfavorable rulings, the Consortium instructed its counsels to file an appeal. 

5. AAAvanti vs. Lottomalica [lalia Servizi 

On August 1,2005 the company known as AAAvanti S.r.1 . brought a case against Lonomatica Italia Scrvizi S.p.A. 
before the Civil Court afRome regarding non-compliancc with thc tickcting contract relatcd to thc lst Festival 
lntemazionale di Musica ed Arte Contemporanea operated by Lottomatica ltalia Servizi S.p.A. and entered into on 
June 6 - 8, 2006. Due to the aforesaid non-compliance, the company AAA vanti requested reparations for exemplary 
damages totaling €O.5 million. Lottomatica Italia SelVizi S.p.A. appeared contesting the eo adverso conclusions. The 
first presentation hearing was held on February 16, 2006. After ascertaining cross-examination correctness, the Judge 
scheduled a hearing for October 10, 2006. On the hearing of October 10, 2006 the Judge decided to postpone to May 
4,2007 and thus giving until March 5, 2007 to deposit the new requests and until April 20, 2007 to bring in the 
evidence. 

At the December 18, 2007 hearing, the Court postponed the case to May 29, 2009 for final ruling. On May 29, 2009 
the final hearing was held and the parties submitted the ir statements of legal positions. The Civil Court of Rome by 
decision of December 28, 2009 rejected the claims presented by AAA vanti. 

6. TOTOBIT -Navole Assicurazioni Arbitration 

Totobit Informatica Software e Sistemi S.p.A. (''Totohit''), a company of the Lottomatica Group, within the scope of 
its business activities enters into contracts regarding IT services (cellular phone top-ups) with third party retailers. 

On January 23, 2002 Totobit executed with Navale Assicurazioni S.p.A. an insurance policy in order to guarantee the 
fulfillment of payment obligations under the corresponding contracts regarding the above mentioned activities 
perfonned by the retailers. The insurance policy had a 3 year duration beginning from January 28, 2002. According to 
the policy provisions, any breach on the part of the retailers may be reported by Totobit to Navale Assicurazioni 
within and not later than 3 months of the policy's annual expiration; the guarantee outside this deadline would no 
longer be valid. 

On November 22, 2004 Navale Assicurazioni sent Totobit a notice infonning the same that the poli cy would be 
tenninated effective as of January 28, 2005, thus blocking the settlement of claims allegedly reported late by Totobit 
for a total of fl.5 million. In view of said missed payment, the arbitration proceeding was initiated on November 8, 
2005 . 

In the hearing of May 24, 2006, the Arbitration Board approved the expert witness Mr. Enrico Proia to make a 
technical-accounting review of the documents produced by Totobit on request by Navale Assicurazioni, and 
scheduled the following hearing for June 7, 2006. 

On January 22, 2007 the Arbitration Award partly accepted the requests made by Totobit and ruled Navale 
Assicurazioni S.p.A. to pay the sum of£139,9 1 1.66. 

DOCUMENT REDACTED BY TLC -124-10 

78 



-- GROUP--
First Quarter 2010 Report 

LOTTOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

30. Litigation (continued) 

The amount refers exclusively to enforcement actions prior to April 28, 2005. The Arbitration Award partly accepted 
the counterclaim of Navale Assicurazioni S.p.A. regarding some request'! of payment made by Totobit. The 
Arbitration Board resulted in the sentencing of Toto bit to pay the sum of €200,654.19. Half the arbitration proceeding 
expenses are equally divided between both parties; the other half is to be borne by Totobit. 

Lottomatica and its counsels lodged the appeal for the sentencing in question. At the June 6, 2008 hearing the Court 
of Appeals of Rome set the pre·trial evidentiary hearing to November 18, 2011 . 

7. Request/or Conclusions/rom the Audit Department on the Setting-Up and Operation of a Screen-Based 
Gaming Management Network 

On June 1, 2007, the Regional Public Prosecutor o f the Government Audit Department (Corte dei Conti) served 
Lottomatica Videolot Rete S.p.A., and all other nine concessionaires for the operation of gaming machines, an 
invitation to submit their briefs with regard to an investigation on possible damages to the State Treasury. 

The Regional Prosecutor contested that Lotlomatica Videolot Rete S.p.A, in conjunction with some AAMS officials, 
inaccurately did not fulfill a number of obligations relal ing 10 Ihe concession and fa iled 10 comply with certain 
service levels. The damage to the State Treasury supposedly caused by Lottomatica Videolot Rete S.p.A., in 
conjunction with said AAMS officials, is alleged to add up to approximately €4.0 billion. 

Lottomatica Videolot Rete S.p.A. filed a motion on June 27, 2007, contesting the outcome of the Regional Prosecutor 
and arguing to have always complied with its obligations as concessionaire and requesling the dismissal of the case. 

At the same time, AAMS served Lottomatica Video lot Rete and the other nine concessionaires the same charges as 
those fil ed by the Reg ional Prosecutor and requested the payment o f damages for the same amount. 

lottomatica Videolot Rete challenged the charges brought forth by AAMS and appealed before the TAR ofLazio 
requesting the annulment of the above. 

Through court order dated July 25, 2007 the TAR of Lazio accepted the appeals brought forth by Lottomatica 
Videolot Rete and the other concessionaires and annulled the request for damages presented by AAMS. The hearing 
to discuss the merit was set to January 23,2008. Lottomatica Videolot Rete presented a technical report prepared by 
sector experts demonstrating its complete adherence to the concession contract obligations. The report illustrates how 
Lottomatica Videolot Rete implemented a complete gaming system that is efficient and entirely functional. 

On April I, 2008 the TAR ofLazio issued a ruling annulling the damages request lodged by AAMS for the payment 
of€4 .0 billion by Lottomatica Videlot Rete. 

On January 8, 2008, the Regional Public Prosecutor fo r the Audit Department served notice to Lottomatica Videolot 
Rete regarding the charges brought forth which partially reduced the penalties to approximately €3 billion, breaking 
down to: 

1) €400,OOO.OO plus intereslS for the "delay in the launch of the online network" (which should have been launched 
by September 13,2004 - effective launch date was October 3 1, 2004); 

2) € 1.0 mill ion p lus interests for the "delay in the activation o f the network" (which should have been completed 
by October 31, 2004 - effecti ve completion date was December 3 1, 2004); 
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3) € 991,456.00 plus interests for the "delay in the connection oflbe gaming machines to the online network" 
(which should have occurred no Inter than December 31, 2004 - effective completion date was February 2, 
2006); 

4) € 3.0 billion plus interests for "not having fulfilled all service level obligations provided for in section 2, letter 
b) oflhe concession". 

The first hearing before the Audit Department was set to December 4,2008. 

AI the same time, on March 13,2008 AAMS and Lottomatica Videolot Rete signed an amendment to the original 
Concession contract, more favourab le to the Concessionaires. 

With regard to the indications set forth by the above mentioned TAR ruling and based on the above mentioned 
additional clause signed between the parties, AAMS, with letters dated as of May 23 and 27. 2008 notified 
Lottomatica Videolot Rete the start of investigations with reference to the inaccurately fulfilling the online activation 
and management obligations relating to the concession and failure to comply with service levels . As specified in the 
letter dated May 27. 2008 the failure to comply with the obligation to "supply responses to the request for gaming 
wagers data" presented by AAMS through its access gateway. AAMS further stated that in order to calculate 
damages. the Ministry of Finance nominated an ad hoc technical commission. 

To date. AAMS has not yct issued any communication regarding the 4 1h penalty. 

Regarding the letter dated May 23, 2008, AAMS presented the terms within which the concessionaires would have to 
launch the online network (Article 3, section I, letter b) of the Concession}, complete its activation (Article 3, section 
I, leiter d) and connect the remaining 5% of gaming machines (Article 3, section 3). 

On June 6, 2008 AAMS further challenged Lottomatica Videolot Rete for the violation of the obligations set forth in 
Article 3, section I, letters b) and d), and sections 2 and 3 of the Concession. Lottomatica Videolot Rete responded to 
the challenges stating that: 

(i) The charges presented by AAMS regarding the fai lure to comply to the obligation to launch the online network 
within 65 days of the release date of the concessionaire list are ungrounded in so far as Lottomatica Videolot 
Rete notified AAMS the completion of the launch with the letter dated September 13, 2004. The testing on the 
network was carried out on October 11 ,2004; and 

(ii) Reiterating that the launching activating and initial activation of the communication systems resulted to be 
much more complex than originally expected and that the complexity was impossible to foresee. 

Through letters dated September I, 2008, October 1 and October 16, 2008 AAMS communicated the completion of 
the investigation and application the following fines: 

a) €33,490.00 for the failure to comply with the timing obligations to launch the online network; 
b) €152,768.00 for the fai lure to comply with the obligations to complete the activation of the on line network; 
c) €2 I 6,565.00 for the failure to comply with the obligations to connect the remaining 5% of the gaming 

machines. 

Though the above fines do not regard the 41h and largest fine (calculated by the Regional Prosecutor as €3.0 billion) 
they nevertheless have been significantly reduced compared to the original calculation presented by AAMS and 
dismissed by both the TAR of Lazio and the Audit Department Prosecutor. 
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The Lonomalica Videolol Rete filed the appeals against the above indicated 3 fines before the Regional 
Administrative Court (TAR) of Lazio. 

The TAR of Lazio dismissed the motions filed by lottomalica Videolal Rete on November 30, 2009 and in January, 
20 10 Lonomatica Videolot Rete fil ed the appeal before the State Council. 

Consequently to the above-mentioned sentences, AAMS requested, by notice of February 25, 2010, that Lonomalica 
pay the penalties as set forth above. 

At the same time, u,ttomatica Videolot Rete filed before the Supreme Court a motion whether the application of the 
penalt ies provided for the concession fa ll within the "administra tive reserve" of AAMS. The declaration of 
j urisdiction of the TARof Lazio would therefore exclude that of the Audit Department. 

On Decembt:r 4, 2009 the Suprt:me Court dedaroo the jurisdiction to be thaI orlhe Audit Department res ulting ill the 
annulment of the suspension of the pending ruling of the Audit Department. After the judgement of the Supreme 
Court, Louomatica Videolot Rete was notified of the resumption of the proceedings before the Audit Department. 
Thus, the next hearing will be held on November 11 ,2010. 

8. SUPERENALOTTO Tender Appeal 

On October 24, 2007, Stanley International Betting Limited served an appeal on AAMS, Lottomatica, Sisal and Snai 
before the TARof Lazio asking for the annulment. upon measure of suspension, of the deeds of the tender launched 
by AAMS on June 29, 2007 for granting the exclusive concession for operating SuperEnalotto. Stanley believes that 
the tender deeds are in conflict with European Community rules and principles with regards to freedom of 
establishment and service provision. 

A similar appeal, which however has not been served on Lottomatica but to AAMS and Sisal, was tiled by Index 
Group. 

On November 21 , 2007, the TAR of Lazio declared the appeal brought forth by Stanley to be inadmissible in part and 
rejected it in part upon merits. Stanley contested the TAR of Lazio 's ruling before the Council of State, presenting 
again the same arguments as presented before the TAR and requested the suspension of the tender deeds because of 
being near to the concl usion. 

On January 26, 2008, upon the completion of opening of the envelopes containing the economic offers, the tender 
was awarded to Sisal S.p.A. On February 11, 2008 Stanley appealed the awarding procedure. 

On July 8, 2008 the Council of State denied the appeal issued by Stanley and claimed the reasons set forth by said 
appeal to be inadmissible. 

The award of the tender was also challenged by Snai who claimed of errors in the valuations carried out by the 
Tender Award Commission. 
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On June 6, 2008 Lottomatica filed an appeal with the TAR of Lazio challenging the April 2, 2008 AAMS 
communication (protocol no. 200BII2798/giochilEna) in which Lottomatica was notified of the definitive awarding 
of the tender to Sisal. With said appeal, Lottomatica challenged the offer presented by Sisal. Stanley included its 
statement in the appeal brought forth by Lottomatica. Snai has filled its own separate appeal. 

AI the October 8, 200S hearing, the TARof Lazio postponed the negotiation for the preliminary motion brought forth 
by Lottomatica to October 22, 2008 in order to obtain all necessary deeds relating 10 the awarding procedure (the 
discussion of the same preliminary motion brought forth by Snai was set for the same date). 

The award of the tender to Sisal was also challenged by Snai on the grounds of erroneous evaluations carried out by 
the Awarding Commission. The TAR of Lazio issued a court order on June 4, 2008 requesting the tender 
documentation from AAMS. 

On October 22, 2008 the TAR ofLazio issued a court order granting Lottomatica and Snai the opportunity to 
examine all tender deeds. 

On April 16, 2009 AAMS sent Lottomatica an official copy of Decree of April 7, 2009 which constituted a specific 
Committee to control the anomalies in the offer presented by Sisal. Said Committee communicated the conclusion of 
its review and evaluation of the offer in question on May 25, 2009. In addition AAMS notified Lottomatica on June 
23,2009 ofthe Decree of June 10,2009 with which the tinal review of the tender award to Sisal was completed with 
a positive outcome. 

AAMS presented the said conclusions regarding the offer presented by Sisal at the May 27, 2009 hearing. SNAI bas 
already submitted additional claims against the above mentioned evaluation of the Sisal offer. Lottomatica is doing 
the same. 

The April 16. 2009 appeal brought forth by Lottomatica requested the TAR of Lazio to ascertain its right to review 
the administrative documents requested on February 24 and March 19.2009 (Sisal and points of sale contract and 
AAMS authorization, as weIJ as documentation regarding AAMS review). AAMS denied Lottomatica access to said 
documents on March 20, 2009. The ruling issued on June 10, 2009 by the TAR of Lazio admitted the appeal 
presented by Lottomatica and ordered AAMS to grant Lottomatica access to said documents. Lottomatica executed 
the abovementioned access in order to verify tbe irregular offer presented by Sisal. We are waiting for the next 
hearing to be set. 
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30. Litigation (continued) 

GTECR's Business 

I. CEF Contract Proceedings 

Background 

In January 1997, Caixa Economica Federal ("CEP), the operator of Brazil's National Lottery, and Racimec 
Informatica Brasileira S.A. ("Racimec"), the predecessor ofGTECH Brazil entered into a four-year contract pursuant 
to which GTECH Brazil agreed to provide on-line lottery services and technology to CEF (the" 1997 Contract"). In 
May 2000, CEF and GTECH Brazil tenninated the 1997 Contract and entered into a new agreement (the "2000 
Contract") obliging GTECH Brazil to provide lottery goods and services and additional financial transaction services 
to CEF for a contract tcnn that, as subsequently extended, was scheduled to expire in April 2003. In April 2003, 
GTECH Brazil entered into an agreement with CEF (the "2003 Contract Extension") pursuant to which: (a) the term 
of the 2000 Contract was extended into May 2005, and (b) fees payable to GTECH Brazil under the 2000 Contract 
were reduced by 15%. On August 13, 2006, all agreements between GTECH and CEF terminated in accordance with 
their terms. 

Criminal Allegations Against Certain Employees 

In late March 2004, federal attorneys with Brazil's Public Ministry (the" Public Ministry Attorneys") recommended 
that criminal charges be brought against nine individuals, including four senior officers of CEF, Antonio Carlos 
Rocha, the former Senior Vice President ofGTECH and President ofGTECH Brazil, and Marcelo Rovai, then 
GTECH Brazil's marketing director and currently employed at GTECH's site in Chile. 

The Public Ministry Attorneys had recommended that Messrs. Rocha and Rovai be charged with offering an 
improper inducement in connection with the negotiation of the 2003 Contract Extension, and co-authoring, or aiding 
and abetting, certain allegedly fraudulent or inappropriate management practices of the CEF management who agreed 
to enter into the 2003 Contract Extension. Neither GTECH nor GTECH Brazil is the subject of this criminal 
investigation, and under BraziJjan law, entities cannot be subject to criminal charges in connection with this matter. 

In June 2004, the judge reviewing these charges prior to their being filed refused to initiate the criminal charges 
against the nine individuals but instead granted a request by the Brazilian Federal Police to continue the investigation 
which had been suspended upon the recommendation of the Public Ministry Attorneys that criminal charges be 
brought. The Brazilian Federal Police subsequently ended their investigation and presented a report of their findings 
to the court. This report did not recommend that indictments be issued against Messrs. Rocha or Rovai, or against any 
current or fonner employee ofGTECH or GTECH Brazil. The Public Ministry Attorneys have since requested that 
the Brazi lian Federal Police reopen their investigation. GTECH understands that investigations by the Brazilian 
Federal Police may be ongoing, including an investigation respecting the award of. and performance under. the 1997 
Contract and the 2000 Contract. 

GTECH is cooperating fully with the investigations by Brazilian authorities and has encouraged Messrs. Rocha and 
Rovai to do the same. 
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30. Litigation (continued) 

Notwithstanding the favourab le resolution of the Brazilian Federal Police's initial investigation, on June 2 1, 2006, a 
special investigating panel of the Brazilian congress issued a report and voted, among other things, to ask the Public 
Ministry Attorneys to indict 84 individuals, including one current and three former employees of GTECH Brazil, 
alleging that the ind ividuals helped GTECH Brazil to illegally obtain the 2003 Contract Extension. GTECH found 
nothing in the congressional report to cause it to believe that any present or fonner employee of GTECH or GTECH 
Brazil committed any criminal offence in connection with obtaining the 2003 Contract Extension. 

GTECH conducted an internal investigation of the 2003 Contract Extension under the supervision of the independent 
directors of GTECH Holdings Corporation. GTECH found no evidence that GTECH, GTECH Brazil, or any of their 
current or former employees violated any law, or is otherwise guilty of any wrongdoing in connection with these 
mailers. 

Civil Action By The Public Ministry Attorneys 

In April 2004 the Public Ministry Attorneys initiated a civil action in the Federal Court of Brasilia against GTECH 
Brazil; 17 fonne r officers and employees ofCEF; the fonner president of Racimec; Antonio Carlos Rocha; and 
Marcos Andrade, another fonner officer ofGTECH Brazil . This civil action alleges that the defendants acted illegally 
in entering into, amending and performing, the 1997 Contract, and the 2000 Contract. 

This lawsuit seeks to impose damages equal to the sum of all amounts paid to GTECH Brazil under the 1997 
Coulra\,:t ami the 2000 Contract, and certain other permiUoo amounts, millus GTECH's proven investment costs. The 
applicable statute also permits the assessment of interest and, in the d iscretion of the court, penalties of up to three 
times the amount of the damages imposed. GTECH estimates that through the date of the lawsuit, GTECH Brazil 
received under the 1997 Contract and the 2000 Contract a total of approximately 1.5 billion Brazilian Reals (or 
approximately €62S .3 million at currency exchange rates in effect as of March 31, 20 I 0). In addition, although it is 
unclear how investment costs would be determined for purposes of this lawsuit, GTECH estimates that its investment 
costs through the dale of the lawsuit were approximately between 1.2 billion and t.4 billion Brazilian Reals (or 
approximately between €SUOA million and t'SH3.8 million at currency exchange rates in effect as of March 31 2010) 
in aggregate; however, these investment costs could be disputed by CEF, and are ultimately subject to approval by 
the COU11. 

GTECH has been advised by Brazilian counsel that these proceedings are likely to take several years, and could take 
longer than 15 years in certain circumstances to litigate through the appellate process to final judgment. GTECH 
believes that these claims are groundless. 
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30. Litigation (continued) 

Teu Audit 

In June 2005, the Federal Court of Accounts ("TeU") issued a preliminary report (the "TeU Audit Report") with 
respecllo GTECH Brazil's contracts with CEF. While GTECH Brazil has not been fonnally served with a copy of the 
TeU Audit Report. GTECH understands that its central allegations are that the 1997 Contract was improperly 
transferred from Racimec to GTECH Brazil; it was accorded certain payment increases respecting financial services 
transactions that were not contemplated by the procurement process respecting the 1997 Contract or otherwise 
permitted under applicable Brazilian law; and the 2003 Contract Extension was entered into a manner inconsistent 
with Brazilian law and the procurement process respecling the 1997 Contract. The TCU Audit Report alleges that as a 
result of these considerations, CEF overpaid GTECH Brazil under the 1997 Contract and the 2000 Contract. The 
TCU Audit Report seeks payment from GTECH of a base amount determined on a preliminary basis by TeU to be 
approximately 400 million Brazilian Reals (approximately € 168.8 million at currency exchange rates in effect as of 
March 31, 2010). 

GTECH believes that these claims are without merit. GTECH further believes that the claims and determinations of 
the TCU Audit Report will, in essence, be merged into the civil action instituted by the Public Ministry Attorneys 
described above, and are accordingly unlikely to represent an independent potential source of liability for GTECH. 

Z.ICMSTax 

On July 26, 2005, the State of Sao Paulo challenged GTECH Brazil for classifying the remittances of printing 
ribbons, rolls of paper and wagering slips ("Consumables") to lonery outlets in Brazil as non-taxable shipments. The 
tax authorities disagree with that classification and argue that these Consumables would be subject to ICMS tax as 
opposed to the lower rate ISS tax that GTECH Brazi l paid. The tax authorities argue that in order for printed matter to 
be considered non·taxable it has to be "personalized." To be considered personalized, the Consumables must be 
intended for the exclusive use of the one ordering them. GTECH Brazil filed its defense against the Tax Assessment 
Notice, which was dismissed. GTECH Brazil filed an Ordinary Appeal and a Special Appeal to the Court of Taxes 
and Fees, both of which were not granted. The State Treasury of Sao Paulo has filed a tax foreclosure to collect the 
tax. obligation. GTECH Brazil is preparing to fi le an appeal of this matter with the First District Court of the State 
Treasury (Barueri). Prior to fi ling the appeal, it is likely that GTECH Brazil will be required to provide security for 
the tax obligation in the event it is unsuccessful in the appeaL GTECH Brazil has been advised by Brazilian counsel 
that these proceedings are likely to take several years, and could take longer than seven years to litigate through the 
appellate process to final judgment. GTECH Brazil believes that these claims are groundless. 

3. Import Duties 

In 1998, the Brazilian Internal Revenue Service ("BIRS") provided SB Industria c Comcreio Ltda. ("SB"), a 
subsidiary of GTECH, with notice of a tax assessment of 17.8 million Brazilian Reals (or approximately €7.4 million 
at currency exchange rates in effect at March 31, 2010) for improperly claiming tax credits in 1996 and 1997. On 
October 27, 1998, SB filed its defense in an administrative proceeding that the taxes were not due because during the 
applicable pericxl, SB manufactured and asrembled tenninal!'i in a tax free zone in the State of Amazonas. The 
administrative lower court has twice rejected the BlRS's documents. The appellate court has ruled in SB's favour and 
GTECH now considers this matter closed. 
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Commitments 

Acquisition of Finsoft Limited 
On July 2, 2007, we acquired Finsoft Limited ("Finsof't"), a provider of real-time transaction and infonnation 
management systems for the commercial sports-betting market for a cash purchase price of£29.6 million (€43 .9 
million at the July 2, 2007 exchange rate). In consideration ofperfonnance targets which were met for Finsof't's fiscal 
year ended September 30, 2007, contingent consideration 0[£10.3 million (€13.4 million) was paid in May 2008. If 
maximum performance targets are met for Finsoft's fiscal years ended September 3D, 2008 and 2009, a timher £ 18.5 
million (€lO.S million at the March 31 , 20 10 exchange rate) would be paid during the first half of20 10. 

Acquil'i!ion 0/ Dynumitl! DO'ign and Marketing Limited 
0 11 April I, 2008, Boss Media, a GTECH subsidiary, acquired 1000/0 of Dynamite Desigll and Marketing Limited, a 
developer and supplier of unique, innovative online interactive betting games for £5.9 million in cash (€7.4 million at 
the April 1,2008 exchange mtc). In considcmtion ofpcrfonnance targets which were met in 2009, contingent 
consideration of £0.6 million (€0.7 million), £0.7 million (€0.8 million) and £0.4 million (€0.5 million) was paid in 
January 2009, August 2009 and December 2009, respectively. Ifmaximum performance targets are met in the first 
quarter of20 1 0, a further £2 .2 million (£2.5 million at the March 31, 2010 exchange rate) would be paid during the 
second quarter of 20 I O. 

Medslroms AB Put/Call 
At March 31, 2010, GTECH Global Scrviccs Corporation ("GGSC") had an 87.454% interest in GEMed AB 
("GEMed"), a Swedish private limited liability company that owns I 00% of Boss Media AB, a leading developer of 
innovative software and systems for d igitally-distributed gaming entertainment. GOSC has the option, which it may 
exercise between April I, 2010 and June 30, 2010 to require Medstroms Invest AD ("Medstroms") to sell its 12.546% 
interest in GEMed to GTECH and MedstrOms has an identical put right. The price at which the put/call may be 
exercised is equal to ten times EBITDA for the period January 1,2009 through December 31 , 2009, such product to 
be multiplied by Medstroms' 12.546% interest in GEMed. The price is subject to both a fl oor (SEK 108 million) and 
a cap (SEK 287 million), or approximately€11.6 million floor and €30.8 million cap at the April 24, 2008 SEK to 
euro exchange rate. 

On April 1,2010, Medstn'lms exercised its put right and on April 12, 2010, GGSC paid Medstroms SEK 200 million 
(€20. 5 million al llll:: trdn.sacliun dale) for the remaining 12.546% interest in GEMed. 

Acquisition o/SI. Enodoc Holdings Limited 
On April 30, 2008, GTECH acquired 90% of Gibraltar-based St. Enodoc Holdings Limited and its subsidiaries 
including St. Minver Limited (collectively "St. Minver"), the leading provider of end-to-end white label gaming 
services for £23 .8 million in cash (€30.4 million at the April 30,2008 exchange rate). In consideration of 
perfonnance targets that were met in 2008 and 2009, contingent consideration off4.5 million (€5.7 million) and fO.2 
mill ion (€0.2 million) was paid in October 2008 and December 2009, respectively. 

Ten percent of St. Minver remains with Gary Shaw, Founder and Chairman, until at least 201 2, at which point both 
Mr. Shaw and GTECH have the right to cause GTECH to acquire Mr. Shaw's shares at a price equal to fair value to 
be determined by an independent appmisal as of the date of exercise. OTECH may exercise the call right and Mr. 
Shaw may exercise the put right at any time after December 31 , 20 I I and before March 31, 2012 or during each 
subsequent yearly period between December 31 st and March 3 1 st. 
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CLS-GT£CH Company Limited 
GTECH Global Services Corporation Ltd. ("GGSC") has a 50% interest in CLS-GTECH Company Limited ("CLS
GTECH'1, which is accounted for using proportionate consolidation. CLS-GTECH is a corporate joint venture that 
was formed to provide a nationwide KENO system for Welfare lotteries throughout China. 

In December 2007. GGSC made a capital commitment to CLS-GTECH of AUD$7.S million in the form ofa 
promissory note to be repaid at the discretion of the CLS-GTECH board of directors. On August 11,2008, the 
outstanding commitment remaining under the promissory note was converted from AUD$6.4 million 10 US$S .4 
million. At March 31, 2010, the outstanding commitment was USS3.8 million (€2.8 million at the March 31 . 2010 
exchange rate). 

LoJo Real Del Cibao. eX.A. 
On August 28, 2008, GTECH and GGSC entered into a 20-year contract with Loto Real Del Cibao, C.X.A. ("Loto 
Real") to be the exclusive technology provider to Loto Real for an online lottery system, tennina1s, and future 
commercial services and other gaming opportunities in the Dominican Republic. The contract has a provision that 
allows GTECH the right to acquire 35% of the outstanding capital of Loto Real within sixty days after receiving 
audited financial statements and applicable due diligence for the year ended December 31, 20 12. 

Guarantees and indemnifications 

Loxley Gn::CH Technology (.0., L TV guarantee 
GTECH has a 49% interest in Loxley GTECH Teclmology Co., LTD ("LGT"), which is accounted for using 
proportionate consolidation. LGT is a corporate joint venture that was fonned to provide an online lottery system in 
Thailand. 

At March 31,2010, GTECH guaranteed, along with the 51% shareholder in LGT, perfonnance bonds from trade 
finance faci lities made to LGT by an unrelated commercial lender. GTECH is jointly and severally liable with the 
other shareholder in LGT for this guarantee. GTECH's guarantee obligation is scheduled to tenninate on June 30, 
20 I O. The maximum amounts guaranteed and the outstanding balances at March 3) , 20 J 0 are as follows (in 
millions); 

Maximum amounts guaranteed by GTECH 

Amounts outstanding 

LOllery Technology EnJerprises guaranJee 

Baht 
375.0 

375.0 

€ 
8.6 

8.6 

GTECH has a I % interest in Lottery Technology Enterprises ("LTE"), ajoint venture between GTECH, New Tech 
Games, Inc. ("New Tech") and Opportunity Systems. Inc. ("OSI''). The joint venture agreement tenninates on 
December 31, 2019. LTE recently extended its contract with the District of Columbia Lottery and Charitable Games 
Control Board ("DCLB") through November 22, 2010, extending LTE's 10 year contract with the DClB, which 
expired 00 November 22,2009. Under Washington, D.C. law, by virtue of our 1% interest in LTE, GTECH may be 
jointly and severally liable, with New Tech and OSI, for the obligations of the joint venture. 

CommonwealJh of Pennsylvania indemnification 
GTECH will indemnify the Commonwealth of Pennsylvania and any related state agencies for claims made relating 
to the state' s approval ofGTECH's manufacturer's license in the Commonwealth of Pennsylvania. 
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DECLARATION OF MANAGER RESPONSIBLE FOR THE PREPARATION OF 
THE LOTTOMA TICA GROUP S.p.A. FINANCIAL REPORTS 

PURSUANT TO ARTICLE 154-bis, PAR. 2 OF LEGISLATIVE DECREE 
N. 58/1998, AS SUBSEQUENTLY AMENDED AND INTEGRATED (THE 

"CONSOLIDATED LAW ON FINANCE") 

Mr. Stefano Bartoli, the Manager responsible for preparing the Lottomatica Group S.p.A. 
financial reports, pursuant to Article I 54-bis. Paragraph 2 of the Consolidated Law on Finance, 
certifies that the accounting infonnation contained in the First Quarter 20 10 Report corresponds 
to the document results, books and accounting records of the Company. 

Rome. ________________________ ~,2010 

Executed by Stefano Bartoli as the 
Manager Responsible for Lottomatica Group S.p.A. 
Financial Reports 
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LOTfOMATICA GROUP 

Lottomatica Group S.p.A. is one of the leading gaming operators in the world based on total wagers and, 
through its subsidiary GTECH Corporation, is a leading provider of lottery and gaming technology 
solutions worldwide. It is the goal of Lottomatica Group to be the leading commercial operator and 
provider of technology in the regulated worldwide gaming markets. by delivering market leading products 
and services, with a steadfast commitment to the highest levels of integrity, responsi bility and growth. 
Lottomatica is listed on the Stock Exchange of Milan under the trading symbol "LTO" and has a 
Sponsored Level I American Depository Receipt (ADR) program listed on the United States over the 
counter market under the trading symbol " LITO ¥,'. 

In this report, the term "Lottomatica" refers to Lottomatica Group S.p.A., the parent entity, and its 
subsidiaries excl uding GTECH; the tenn "GTECH" refers to GTECH Corporation and its subsidiaries; 
and the terms "Group", "we", "our" and "us" refer to Lottomatica and all subsidiaries included in this 
report. 

As further described in the Business Overview section of thi s repolt, the Group operates in the publicly 
regulated gaming market consisting of online, instant and traditional lotteries, sports pools, fi xed-odds 
and pari-mutue l betting, machine gaming and interacti ve gaming. 

Lottomatica, the principal Italian operating entity of the Group, has built an extensive di stribution 
network in Italy, with approximately 248,000 terminals in about 109,400 points of sale (including 
approximately 26, 100 points of sale where Lottomatica provides processing services for third parties), 
comprised of tobacconists, bars, petrol stations, newspaper sLands and moturway restaurants. Since 1993. 
Lottomatica has been the sole concessionaire fo r the Italian Lotto game. Since 2004, Lottomatica has 
operated instant and traditional lottery games, which in recent years has been a high growth area. In 
2006, Lottomatica received authorization to distribute online instant lottery games. In 2007, Lottomatica 
began operating fixed odds sports betting and sports pools through a retai l network. Prior to this license, 
Lottomatica had operated only sports pools with a concession that began in 2003 and expired in 
December 2007. Lottomatica, in order to develop the Italian sports betting/interactive m arket, has 
continued to acquire further points of sale. As of December 3 1, 2009, 1,685 points of sale were acquired. 

GTECH is the world's leading operator of highly-secure online lottery transaction processing systems, 
doing business in more than 50 countries worldwide. GTECH designs, sells and oper:nes a complete 
suite of lottery-enabled point-of-sale terminals that are electronically linked with a centralized transaction 
processing system that reconciles lottery funds between the retaile r, where a transaction is enabled, and 
the lottery authority. GTECH currently operates, provides online equipment and services to, or has been 
awarded and/or has entered into, contracts to operate or provide equipment and services in the future to, 
25 of the 44 lottery authorities in the United States, and 53 non-U.S. lottery authorities. 
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The Group operates in the gaming machine market through Lottomatica's Italian subsidiary Lottomatica 
Videolot Rete S.pA., its Canadian subsidiary Spielo Manufacturing, ULC ("Spieio"), a leading provider 
of video lottery tenninals ("VLTs") and related products and services to the global gaming industry, and 
its Atronic group of companies ("Atronic"). Lottomatica Videolot Rete operates on its networks with 
amusement with prize machines ("A WPs"). Atronic, a leading video gaming machine provider in Europe. 
Asia and Latin America, operates in the United States and is licensed in approximately 208 worldwide 
gaming jurisdictions. 

The Group provides technology, games and a full suile of e-cornmerce services to government sponsored 
lottery markets and regulated commercial sports betting and Internet gaming market s through GTECH 
G2, a division of GTECH comprised of its Finsoft, Boss Media and S1. Minver groups of subsidiaries. 

Additionally, the Group has leveraged its distribution and transaction processing competence to expand 
its activities to include conunercial services through its networks worldwide. 

On January I, 2009 the Group adopted International Financial Reporting Standard C"IFRS") 8-
Operating Segments, which requires certain disclosures regarding reportable operating segments in our 
consolidaled financial SlatemenlS for the year ended December 31,2009. For management purposes, lhe 
Group's operating segments are organized and managed separately according to the nature of the products 
and services provided. with each segment representing a strategic business unit. 

The Group's reportable segments arc as follows: 

• The Italian Operations segment operates and provides a full range of gaming services. including 
online. instant and traditional lotteries, scratch and win, sports betting. machine gaming. 
interactive skill games and non-lottery commercial transactions; 

• The GTECH Lonery segment operates and provides a full range of services, technology and 
products to government sponsored online, instant and traditional lotteries; 

• The Gaming Solutions segment operates and provides solutions. products and services relat ing to 
VLTs and associated systems for the government sponsored market and video and traditional 
mechanical reel slot machines and systems for the commercial gaming markets; and 

• The GTECH G2 segment provides digitall y-distributed. multi-channel gaming ente rtainment 
products and services, including sports betting, lottery, bingo, poker, casino games and quick 
games, as well as retail solutions for real-time transaction processing and infonnation systems for 
the sports-betting market. 

The Group has operations in more than 50 countries worldwide on six continents and had 7,672 
employees as of December 31, 2009. For additional information on the Group. please go to its website 
at: www.gruppolonornatica.i tJenglaboutuslindex.htm. 
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OPERATING AND FINANCIAL REVIEW 

The following operating and financial review is provided as a supplement to, and shou ld be read in 
conjunction with, tbe Group's financial statements and accompanying notes. 

As described earlier in this repon, after adopting IFRS 8 Operating Segments , the Group's four reportable 
operating segments in 2009 are: (i) Italian Operations; (ii) GTECH Lottery; (iii) Gaming Solutions; and 
(iv) GTECH G2. Comparative information for 2008 has been revised for the 2009 presentation. 

The gaming industry experienced a dynamic year in 2009 during which there were significant 
developments. Lottomatica Group produced good results off of a solid operating perfonnance. The 
Group's core businesses, GTECH Lottery and Lottomatica's Italian operaiions, continued to perfonn well 
while producing reliable and sustainable contributions. 

The Group's Gaming Solutions business began to recover from a severe downturn in the machine gaming 
markets. While not fully rebounded, there are encouraging signs of improvement in the Gaming Solutions 
business. particularly in the government-sponsored markets. 

In the Interactive and Sports Betting space, the Group is benefiting from "first-mover" advantages as the 
interactive market begins to take form. Interactive projects with lottery customers in Belgium and 
Switzerland. along with the launch of a unified on-hne lottery and sports betting platform for a lottery 
customer in Chile, have begun to establish the Group's credentials in this area. 

The Group has been able to navigate through the c!Jrrent difficult economic conditions with a steadfast 
commitment to maintaining an investment grade credit rating. During 2009, financings were undertaken 
for a total of€l.) billion that included a share capita) increase. These activities provide the Group with a 
solid capital structure that allows it to respond to opportunities, including the bid for the Italian Scratch & 
Win license. 

Due to the commercial success of the Group, the visibility and sustainabil ity of its results has improved. 
Assuming all options to extend contracts are exercised and we are successful in purchasing video lottery 
tenninal ('VL T') licenses in Italy, approximately 64% oftbe service revenues generated by the Group's 
worldwide commercial portfolio is under contract for at least four years. The weighted average length of 
the Group's service contracts is five years. 

Should the Group be awarded the license of Scratch & Win as the sole bidder, approximately 83% of 
service revenues would be under contract for at least four years and the weighted average length of the 
Group's service contracts would increase to seven years. 

The Group 's Italian operations continued to make significant contributions in 2009 but it has become 
evident that the lottery market in Italy is maturing. To address this trend. the Group has introduced new 
games, increased price points and improved marketing. Management is confident that these efforts wi ll be 
successful but the growth the Group has experienced, particularl y in Scratch & Win, hal) moderated. 
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Other sectors of the Italian gaming market have experienced significant growth. There have been high 
levels of growth in the Italian machine gaming. sports betting, and interactive sectors. The Group has 
made substantial investments in these sectors and, in a relatively short ti me. has achieved market 
leadership positions in each. Contributions from the on-going expansion in these sectors are expected to 
become meaningful to the Group over the next few years. Machine Gaming, Sports Betting and 
Interactive account for approx imately one third of Italian Operations segment revenues and management 
expects those sectors to be the primary dri vers of future growth. 

In regards to some of the developments in the Italian market, it is important to note that in vestments made 
to acquire new VLT licenses in 2009 and 20 10 wi ll produce results over the nine year license term. The 
rate of return on this in vestment over that period is very attracti ve. It is expected that VLTs will begin 
making measurable contributions in 2011. It is of interest that the new VLTs will be introduced in 
different types of retail spaces than that of the Group's other A WP installed base of forty-eight thousand 
(48,000) machines. The impact of new VLTs on our existing A WP machines should be minimized due to 
the differing retail placement. 

The traditional online lottery segment, in which GTECH continues to hold its leadership position, 
experienced some encouraging trends. Operator opportunities are becoming more prevalent. In particular. 
we expect to launch a new lottery in Spain during the third quarter of201 0 in which GTECH will 
essentially serve as the operator in partnership with OUf customer ONCE. Spain is becoming a significant 
base of operations for GTECH. There is also a good deal of potential for interacti ve operator 
opportunities there as well. In the United States, the Illinois Lottery is proceeding with a kind of 
outsourcing that will engage an operator to he lp drive greater returns. Done properly, that could be a 
game changing concept in the United States. 

In a highly promoted launch in January 20 10, the two United States ("US") multi-state jackpot games, 
PowerBaU and Mega Millions, began cross selling one another'S games. Initial results are promising. 
Thirty-three states joined in the effort. Due to the unpredictability of jackpots, it will take a few quarters 
to be able to judge the full impact of cross-selling. There are still some states, such as California and 
R orida that have yet to adopt the program. Nevertheless, the cooperation of the two sponsoring groups is 
very encouraging and increases the potential for the introduction of new national games in the US. 

GTECH Printing has made good progress . It recently signed its first primary contract with the New 
Mexico Lottery. That is significant because while GTECH Printing had been gaining a prominent 
foothold with many customers as a secondary printer, the New Mexico award signals their emergence as a 
major competitor for primary contracts. Also this year, a new printing press has been put into service that 
can print eleven billion tickets annually. That is the highest capacity of any press in the instant ticket 
industry. 

In addition, revenue starved governments are looking to their lottery programs fOf more contributions. 
Numerous US states, including Maryland, Pennsylvania and Kansas. have introduced government 
sponsored machine gaming programs that have created opportunities for the Group 's Spielo subsidiary. 
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From the perspecti ve of management, 2009 was a year of fairly dynamic change in the gaming industry. 
Markets in Europe began to liberal ize. The Italian market emerged as a model for expansion into new 
exciting growth sectors. The US market began developing a national platfonn for lottery games and 
operator opportunities in all segments and geographies of the gaming market are beginning to take form. 
The Group has in vested, prepared well and is ready to capture the opportunities these developments and 
trends will bring. 

A review of the Group's operating results demonstrates that the fundamentals of the Group's business 
remain strong despite significant recessionary hurdles. Full year revenues were up approx imately 6% and 
EBITDA rose approximately 4%. At a time when the economies of many regions in which the Group 
conducts business were down by two to six percent, the Group's performance stands in contrast to those 
trends. 

Against the backdrop of encouraging results, the Group did take a non-cash impainnent charge of 
approximately €76 million principally related to it .. GTECH 02 segment. The interactive market 
continues to grow but at a lower rate than pre vious years and new regulatory frameworks are emerging 
which are impacting the timing of some of the Group's expected contributions from this area. 

The fol lowing is a review of the performance of the operating segments of the Group' s business: Italian 
Operations, GTECH Lottery, Gaming Solutions and GTECH G2. 

Lottomatica's Italian operations had another good year. Total revenues were up by 15%. New games are 
being introduced in Scratch & Win and Lotto that are helping to create some excitement and bolster sales. 

Supported by a network of almost 1,700 fCtaillocations offering either fixed odds or sports pools betting, 
revenues from Sports Betting in 2009 increased by 29% over 2008. 

Machine Gaming wagers reached the €4 bi llion mark in 2009, up approxi mately 13% over 2008. The 
introduction and launch ofVLTs is anticipated to take place in July 2010. 

In the interactive space, which is still in the investment stage, wagers of approximately €355 million were 
taken in, primarily from online poker. 

Service revenues from GTRCH l.ouery operations in 2009 were up 3.3% over 2008. Total revenues from 
GTECH Lottery in 2009 were not comparable to 2008 due to the timing of product sales. In 2008, 
GTECH had some large products sales that were not replicated in 2009. As a rule, management prefers to 
look to service revenues which are a more reliable indicator and a direct driver of the profitability and 
sustainahility of result ... 

GTECH had a successful year commercially. winning a re-bid in New York and a major new operator 
contract in Spain as well as 12 extensions of contracts. GTECH Printing continued to increase its market 
presence, winning 10 new contracts and increasing its customer base to 43 lotteries. 

Gaming Solutions reinforced its leadership position in the central monitoring systems space with a 
contract win in Maryland. The New York lottery extended its relationship with Gaming Solutions by 
seven years. In another example of the complementary nature of the Group's business units, Gaming 
SoluLions will also be offering gaming products to other machine operators in Ita ly through an 
arrangement with Lottomatica's machine gaming subsidiary there. 
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In the GTECH 02 segment, nationally regulated markets are beginni ng to form in Europe, a region in 
which GTECH's lottery customers enjoy significant brand awareness and trust. 

Presented below are the Group's key performance indicators (in thousands of euros, except per share 
amounts). 

For the rear ended 
December 31, Increase (decrease) 

2009 2008 € % 

Revenue 2,176,857 2,058,940 11 7,917 5.7 

EBITDA 783,682 755,876 27,806 3.7 

Operating income 366,421 339,995 26,426 7.8 

EBIT 336,246 352,016 (15,770) (4.5) 

Net income 112,354 137,870 (25,516) (18.5) 

Diluted earnings per share 0.45 0.62 (0.17) (27.4) 

Consolidated revenue in 2009 increased 5.7% over 2008. Service revenue grew approximately 11 % to 
€2. 1 billion and product sales in 2009 totaled €16 1.4 million. compared to €240.7 million in 2008 when 
significant product sales were recorded from Finland and the United Kingdom. 

EBITDA increased 3.7% driven by growth in the Ital ian Operations segment. 

Operating income increased €26.4 million resulting from a €96.2 million increase in the Gaming 
Solutions segment. principally due to non-cash impainnent charges in Z008 that did not recur in the 
current year and a € 16.8 million increase in the Italian Operations segment due to growth in its Machine 
Gaming, Sports Betting and Interactive markets. Offsetting these increases was €25.8 million and €65.3 
million of lower operating income in the GTECH Lottery and GTECH GZ segments, respectively. 
GTECH Lottery was impacted by the cyclicality of product sales as described above and in ZOO9, 
GTECH G2 incurred non-cash impairment charges due to potential changes in the regulation of online 
gaming in Europe. 

DOCUMENT REDACTED BY TLC -12-4·10 

11 



~ TTOMATICA 
GROUP--

2009 Annual ReporL 

EBITDA AND EBIT 

EBITOA and EBIT are considered alternative performance measures that are not defined measures under 
IFRS and may not take into account the recognition, measurement and presentation requirements 
associated with IFRS. We believe that EBITDA and EBIT assist in explaining trends in our operating 
performance, provide useful information about our abil ity to incur and service indebtedness and are 
commonly used measures of performance by securities analysts and investors in the gaming industry. 
EBITDA and EBIT shou ld not be considered as alternatives to operating income as indicators of OUf 

performance or to cash flows as measures of our liquidity. As we define them, EBITDA and EBIT may 
not be comparable to other similarly titled measures used by other companies. 

EBITDA and EBIT are computed as follows: 

For the xear ended 
December 31, Increase (decrease) 

(thousands of euros) 2009 2008 € % 

Operating income 366,421 339,995 26,426 7.8 
Depreciation 236,601 225,461 11 ,140 4.9 
Amortization 94,400 86,095 8,305 9.6 
Impainnent loss 76,025 100,778 (24,753) (24.6) 
Other 10,235 3,547 6,688 188.6 

EBITDA 783,682 755,876 27,806 3.7 

Operating income 366,421 339,995 26,426 7.8 
Equity loss (1,833) (1,825) (8) (0.4) 
Other income 4,172 6,193 (2,02 1) (32.6) 
Olher expense (16,690) (2,699) (13 ,991) >200.0 
Foreign exchange gain (loss), net (15,824) 10,352 (26, 176) >200.0 

EBIT 336,246 352,016 (15,770) (45) 

ACQUISITIUNS 

Business combination activity in the Italian Operations segment consists of strategic investments to 
exploit growth opportunities in the Sports Betting and Machine Gaming markets. The aim is to acquire 
additional sports betting rights or to increase our di rectly-managed gaming machine base (amusement 
with prize machines). In keeping with thi s strategy, the material business combination activity that 
occurred during 2009 is described below. 

Labet 
On June 25, 2009, Lottomatica acquired 100% of the shares of Labet, an Italian entity that is engaged in 
the sports betting business for a cash purcbase price of€20.2 million. 
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Europa GestiQne 
On June 4, 2009, Lottomatica acquired 100% of the shares of Europa Gestione. an Italian entity that owns 
and operates amusement with prize machines for a cash purchase price of € 12.2 million. 

Topolino 
On January 7. 2009, Lottomatica acquired 100% of the shares of Topolino S.r.I . ("Tapolino"), an Italian 
entity that owns and operates amusement with prize machines, for a cash purchase price of€3.5 million. 

The initial accounting for these acquisitions is provisional because they are based on preliminary 
estimates and assumptions. Revisions to the fair values. which may be significant, will be recorded when 
the Group receives fmal information, including appraisals and other anaJyses, but not later than one year 
from their respective acquisition dates. 

COMPARISON OF 2009 WITH 2008 

Consolidated revenue in 2009 increased 5.7% over 2008 as detailed by operating segment below. 

For the lear ended 
December 31, Increase (decrease) 

(thousands oj euros) 2009 2008 € % 

Italian Operations 1,176,091 1,022,634 153,457 15.0 
GrECH Lottery 780.612 865.440 (84.828) (9.8) 
Gaming SoMions 152,549 142,790 9,759 6.8 
GrECH G2 71,132 48,350 22,782 47.1 

2,180,384 2,079,214 101 ,170 4.9 

Elimination of intersegment revenue (3,85 1) (3,85 1) 
Purchase accounting (a) 324 (20,274) 20,598 101.6 

Total revenue 2,176,857 2,058,940 117,917 5.7 

(a) Represents the amortization of acquired tangible and intangible assets in connection with the August 
2006 acquisition of GTECH by Lottomatica. 
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Italian Operations segment 
Consolidated revenue includes the following amounts for the Italian Operations segment: 

For the leaf ended 
December 31, Increase (decrease) 

(thousands of euros) 2009 2008 € % 

Lotto 364,124 378,827 (14,703) (3.9) 
Instant tickets 329,088 323,789 5,299 1.6 
Other 2,473 2,580 (107) (4.1) 

Lottery 695,685 705,196 (9,511 ) (1.3) 

Sports Betting 186,461 144,726 41 ,735 28.8 
Machine Gaming 160,883 89,204 71 ,679 80.4 
Interactive 38,937 38,937 
Commercial Services 94, 125 83,508 10,617 12.7 

Total revenue 1,176,091 1,022,634 153,457 15.0 

The Italian Operations segment includes all Italian licenses related activities including our exclusive 
concessionaires (lotteries) and multi-provider concessionaires (sports betting and pools. horse-race betting 
and pools, gaming machines, skill game wagers such as online poker, and transaction processing of oon
lottery commercial transactions). 

A substantia1 portion of revenue from the Italian Operations segment is derived from the Lotto concession 
under which Lottomatica manages -all of the activities along the lottery value chain including collecting 
wagers. paying out prizes. managing all accounting and other back·office functions. running advertising 
and promotions. opentting data lntnsmission networks and processing ct!nLers, training staff, providing 
retailers with assistance and supplying material s for the game. Revenues are typically based on a 
percentage of wagers. For the Lotto game thi s percentage of wagers decreases as the total wagers increase 
during an annual period. 
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A detailed analysis of the 2009 perfonnance of each product and service reported within the Ital ian 
Operations segment as compared to 2008 is described below. 

Lotto 
Lotto revenue declined 3.9% due to a corresponding decline in Lotto wagers as detailed in the table 
below. Wagers on a new keno-style game, 10 and Lotto, which launched in June 2009, partiall y offset the 
decline in Lotto wagers. 

(millions of euros) 

Core wagers 
Wagers for late numbers 

Instant tickets 

For the year ended 
December 31 . 

2009 2008 

4,620.1 
1,043.7 
5,663.8 

5,045.8 
806.2 

5,852.0 

Increase (decrease) 
Wagers 9b 

(425.7) 
237.5 

(188.2) 

(8.4) 

29.5 
(3.2) 

Instant ticket revenue increased 1.6% primarily due to higher sales of Scratch and Win tickets as detailed 
in the table below. Tbe€ 194.2 million increase in instant ticket sales was principally driven by the 
continued success of existing tickets (€5 n Miliardario, €IO II Megamiliardario and € IO Tesoro del 
Faraone), and the introducti on a new ticket, £10 Magico Natale, in October 2009. 

For the year ended 

December 31, Increase (decrease) 
2009 2008 Amount % 

Total tickets sold (in millions) 2,413.0 2,531.0 (118.0) (4.7) 

Total sales (in millions) € 9,371.9 €9,177.7 € 194.2 2. 1 

Average price point €3.88 €3.63 €0.25 6.9 

Sports Betting 
Sports betting revenue increased 28.8% due to the strong perfonnance of fixed odds sports-betting 
operations (20.3% market share, in terms of total wagers, 3.1; of December 31, 2009) as detailed in the 
table below. As of December 31, 2009, 1, 189 fixed odds sports-betting and 496 sports pool points of sale 
locations were operational. 

(millions of euros) 

Fixed odds sports betting wagers 

Sports pool wagers 

DOCUMENT REDACTED BY TLC -12-4-10 

For the year ended 

December 31, Increase (decrease) 

2009 2008 Wagers % 

819.5 
113.8 
933.3 

635.0 
150.5 
785.5 

184.5 
(36.7) 
147.8 

29. 1 
(24.4) 
18.8 
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Machine Gaming 
Machine Gaming revenue increased 80.4% primarily driven by a €463 .! million increase in wagers on 
A WPs as detailed in the table below. 

A WP wagers (in millions) 

A WP machines installed (end of December) 

Interactive 

For the year ended 
December 31, Increase (decrease) 

2009 2008 Amount % 

€ 4,011.3 

48,226 

€ 3,548.2 

48,991 

€463.1 

(765) 

During 2009, €38.9 million of revenue was generated from €3S4.9 million of skill game wagers, 
principally from online poker. 

Commercial Services 

13.1 

(1.6) 

Commercial Services revenue increased 12.7% principally due to an increase in bill payment services and 
electronic top-up services for prepaid mobile. 

GTECH Lottery segment 
Consolidated revenue includes the following amounts for the GTECH Lottery segment: 

For the xear ended 
December 31, Increase (decrease) 

(thousands of euros) 2009 2008 € % 

United States 440,408 417,434 22,974 5.5 
International 278,028 277,750 278 0.1 

Service revenue 718,436 695,184 23,252 3.3 

United Slates 9,699 9,803 (104) ( 1.1 ) 

International 52,477 160,453 (107,976) (67.3) 
Product sales 62,176 170,256 (108,080) (63.5) 

United States 450,107 427,237 22,870 5.4 
International 330,505 438,203 (24.6) 

Total revenue 780,612 865,440 (9.8) 
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GTECH Lottery revenue is principally comprised of service revenue deri ved primarily from lottery 
service contracts, which are typically at least five to seven years in duration for the base contract tenn 
with one to five years of extension options. These contracts generall y provide compensation to GTECH 
based upon a percentage of a lottery's gross online and instant ticket sales. These percentages vary 
depending on the size of the lottery and the scope of services provided to the lottery . GTECH Lottery 
product sale revenue is derived primari ly from the installation of new online lottery and gaming systems. 
installation of new software and sales of lottery and gaming tenninals and equipment in connection with 
the expansion of existing lottery and gaming systems. GTECH's product sale revenue from period to 
period may not be comparable due to the size and timing of product sale transactions. 

GTECH has developed and continues to develop new lottery games, licenses new game brands and 
install s a range of new lottery di stribution devices, all of which are designed to maintain a strong level of 
same store sales growth for its customers. 

Service Revenue 
United States lottery service revenue increased 5.5% primarily due to the weakening euro against the US 
dollar. 

lntemationallottery service revenue was comparable to the prior year. Organic growth and revenue from 
new contracts was partially offset by lower jackpot activity and fluctuations in foreign currency exchange 
rates against the euro. 

Product Sales 
International lottery product sale revenue decreased 67.3% from the prior year. Product sale revenue from 
year to year fluctuates due to the mix , volu me and timing of product sale transactions. Product sales in 
2(X)9 included the sale of new lottery terminals to our customer in Denmark and a new online louery 
system to our customer in Belarus. Product sales in 2008 included a new louery central system to our 
customer in Finland, 28,500 lottery tenninals to our customer in the United Kingdom and a central system 
to our customer in Saxony, Germany. 

Gaming Solutions segment 
Consolidated revenue includes the following amounts for the Gaming Solutions segment: 

(thousands of euros) 

Service Revenue 

Product Sales 
Total revenue 

For the year ended 

December 31, Increase (decrease) 
2009 2008 € % 

58,007 
94,542 

152,549 

56,465 
86,325 

142,790 

1,542 
8,2 17 
9,759 

2.7 
9.5 
6.8 

Product sales were €8.2 million higher during 2009 when compared to 2008. Product sales in 2009 
included the sale of new video lottery terminals to our customers in Oregon and Sweden. Product sales in 
2008 included the sale of video slot/electronic bingo gaming terminal s and associated bingo system to our 
customer in Manitoba and new video lottery terminals to our customer in Sweden. 
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GTECH G2 segment 
Consolidated revenue includes the following amounts for the GTECH G2 segment: 

(thousands of euros) 

SelVice Revenue 

Product Sales 
Total revenue 

For the year ended 
December 31, Increase (decrease) 

2009 2008 € % 

66,502 
4,630 

71,132 

43,730 
4,620 

48,350 

22,772 
10 

22,782 

52.1 
0.2 

47.1 

GTECH G2 service revenue increased 52. 1 % over the same period last year due to four additional months 
of revenue from Boss Media and SI. Minver (which were acquired on Apri124, 2008 and April 30, 2008, 
respectively). 

Consolidated ooerating costs 

For the ~ear ended 

December 31, Increase (decrease) 
(thousands of euros) 2009 2008 € % 

Raw materials. services and other costs 1,052,429 991 ,247 61, 182 6.2 
Personnel 428,305 410,5 13 17,792 4.3 
Depreciation 236,601 225,46 1 11 ,140 4.9 
Arnonization 94,400 86,095 8,305 9.6 
Impairment loss 76,025 100,778 (24,753) (24.6) 
Capitalization of inlemal construction costs -

labor and overhead (77,324) (95,149) 17,825 18.7 
Total operating costs 1,810,436 1,71 8,945 91,491 5.3 

Percentage of total revenue 83.2% 83.5% 

Consolidated operating costs during 2009 increased 5.3% over 2008 princi pally due to higher costs 
related to the 5.7% increase in revenue; higher costs related to the e ffect of the weakening euro against 
the US dollar; and fOUT additional months of costs from Boss Media and St. Mi nver (which were acquired 
on April 24, 2008 and April 30, 2008. respectively). These cost increases were offset by lower costs 
related to lower product sale revenue in 2009. 

The €76.0 million ofimpainnent loss in 2009 principally relates to impainnent losses in the GTECH G2 
segment due to potential changes in the regulation of online gaming in Europe. A significant recent 
European Court decision has upheld the interest of numerous European States in creating Nationally 
Regulated Gaming Markets under which cross-border online gaming operators may be required to apply 
for jurisdiction specific online gaming licenses. Given the uncertain timeline of new licenses and impact 
to cross-border transactions. we estimate that growth in this segment will continue but at a slower pace. 
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The € IOO.8 million of impairment loss in 2008 includes €74.0 million of goodwill and o ther impairment 
losses primarily related to Atronic America's operations in the Gaming Solutions segment and €26.& 
million related to a lottery system we deployed for an international customer in the Lottery segment that 
encountered a sustained period of political instabi lity that prevented the lottery system from launching. 

The Group devotes substantial resources to e nhance our present products and systems and develop new 
products. The aggregate amount of research and development expenditures recognized as expense during 
2009 and 2008 was €62.4 million and €62.5 million, respectively. 

The Group 's worldwide e mployees are comprised of the following personnel: 

Personnel Description 

Executives 
Middle Management 
All Other Permanent Employees 
Employees with Temporary Employment Contracts 

Other expense 

(thousands of euros) 

Debt issuance costs 
Termination of interest rate swaps 

Other 

Number of employees 
As of December 31, 2009 

2009 2008 AveraB:e 

400 398 397 
977 933 963 

6,131 5,975 6,098 
164 190 195 

7,672 7,496 7,653 

For the year ended 
December 31, Increase (decrease) 

2009 2008 € % 

(5,391) 
(3,936) 
(7,363) 

(16,690) 

5,391 
3,936 
4,664 

13,991 
172.8 

>200.0 

In December 2009, the Group issued £750 million of guaranteed notes due December 5, 2016 (the 
''Notes''). The proceeds of the Notes, net of associated fees and costs, were used to reimburse the LTD 
Term Loan Facility, a portion. of the GTECH Senior Credit Facilities and other debt, extending the 
average maturity of the Group 's debt while adding further diversity to the Group's capital structure. As a 
result, unamortized debt issuance costs and interest rate swaps associated w ith the re imbursed debt were 
written off. 
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Foreign exchange gain (loss), net 

Foreign exchange gains and losses are classified as realized (cash) or unrealized (non-cash) as follows: 

(thousands of euros) 

Cash foreign exchange loss 
Non-cash foreign exchange gain 

Cash foreign exchange loss 

For the year ended 
December 31 , Increase (decrease) 

2009 2008 € % 

(18,970) 
3, 146 

(15,824) 

(5,984) 
16,336 
10,352 

12,986 
13,190 
26,176 

>200.0 
80.7 

>200.0 

In order to better match future cash flows with the Group 's revenue concentration from European 
countries (which has increased in recent years), GTECH borrowed in eura under the GTECH Senior 
Credit Facilities in 2009. These eura denominated borrowings resulted in approximate ly €19.0 million of 
cash foreign exchange loss when in December 2009, a portion of the proceeds from the Notes were used 
to reimburse the outstanding euro borrowings under the GTECH Senior Credit Facilities. 

Non-cashforeign exchange gain (loss) 
Non-cash foreign exchange gain (loss) was incurred on the following: 

For the year ended 

(thousands of euros) 

Polish zloty loan 
Other 

Polish zloty loan 

December 31, 

2009 2008 

6,043 14,734 
(2,897) 1,602 
3,146 16,336 

Increase (decrease) 

€ % 

8,691 59.0 
4,499 >200.0 

13,190 80.7 

During 2007, in connection with GTECH's sale of POL CARD S.A. to First Data International, GTECH's 
Polish subsidiary, GTECH Polska Sp. Z 0 .0 . ("GTECH Polska"), loaned Pol ish zloty 255.6 million (at 
market interest rates) to GTECH Global Services Corporation Limited ("GGSC"). whose functional 
currency is the US dollar. GGSC repaid thi s loan in 2009 principally using the proceeds of non-cash 
dividends from GTECH Polska. Non-cash foreign exchange gains incurred on this loan resulted from 
fluctuations in the Polish zloty to US dollar exchange rate. 
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Interest eXPense 

For the ~ear ended 
December 31, Increase (decrease) 

(thousands of euros) 2009 2008 € % 

Capital Securities (64,658) (64,403) 255 0.4 
GTECH Senior Credit Faci lities (57,139) (70,777) (13,638) (19.3) 
Lottornatica Term and Revolving Facilities (14,984) (7,78 1) 7,203 92.6 
Noles (3,030) 3,030 
4.8% Bonds (17,303) (17,303) (100.0) 
Other (11,707) (17,291 ) (5,584) (32.3) 

(151 ,5 18) (177,555) (26,037) (14.7) 

The decrca& ill interest expeuse was principally due to lower inleresll'ates on variable rate debt, pru1ially 
offset by the weakening curo against the US dollar. 

Weighted Average Diluted Shares 
Weighted average diluted shares during 2009 totaled 150.4 million shares, comparable to 2008. 

On November 24, 2009, the Group raised €350 million through the issue of 19.7 million shares as 
di scussed below. Because this transaction occurred late in 2009, it d id not have any material effect on 
weighted average diluted shares in 2009. 

Income Taxes 
The Group's effective income tax rate during 2009 was 40.3% compared to 25.6% during 2008. The rate 
increase was primarily due to the impairment of certain in vestments, termi nation of the Group's 
intercompany debt funding structure, and losses in certain foreign subsidiaries without any associated tax 
benefit. 

LIQUIDITY, CAPITAL RESOURCES AND FINANCIAL POSITION 
The Group's objective is to maintain adequate liquidity and flexibility through the use of cash generated 
from operating acti vities, bank overdrafts and bank loans. We believe our ability to generate excess cash 
from operations to reinvest in our business is one of our fundamental financial strengths and combined 
with our committed borrowing capacity, we expect to meet our financ ial obligations and operating needs 
in the foreseeable future. We eXpel.:t to use cash generatt!d primarily from operating activities to meet 
contractuaJ obligations and to pay dividends. Our growth is expected to be financed through a 
combination of cash generated from operating activities, existing sources of committed liquidity, access 
to capital markets, and other sources of capital. Our corporate debt ratings of Baa3 from Moody's and 
BBB- from Standard and Poor's contribute to our ability to access capital markets at attractive prices. 
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Summary Statements of Cash Flows 

(thousands of euras) 

Net cash flows from operating activities 

Purchases of systems, equipment and other assets related to contracts 
Purchases of intangible assets 
Acquisitions 
Acquisitions - cash acquired 
Purchases of propeny, plant and equipment 
Contingent consideration 
Other investing activities, net 
Net cash flows used in investing activities 

Proceeds from issuance of Notes 
Proceeds from issuance of ordinary share capital 
Debt and share issuance costs 
Dividends paid - non-controlling interest 
Dividends paid 
Interest paid 
Net repayments of debt 

Treasury share purchases 
Other financing activities, net 
Net cash flows from (used in) financing activities 

Net cash flows 

Analysis of Cash Flows 
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For the year ended 
December 3 J, 

2009 2008 

695,442 

(253,059) 
(102.775) 
(44,737) 

196 
(15,848) 
(2,171) 
1,210 

(417,184) 

750,000 
350,000 
(12,976) 
(43,560) 

(100,940) 
(153,776) 
(703,011 ) 

(1,535) 
84,202 

362,460 

680,804 

(195,178) 
(18,439) 

(249,667) 
39,689 

(26, 176) 
(13,415) 

2,806 
(460,380) 

(9, 113) 
(3 1,357) 

(125,393) 
(159,850) 
(149,598) 

(74,830) 

3,208 
(546,933) 

(326,509) 

During 2009, we generated €695.4 million of net cash flows from operating acti vities, an increase of 
€14.6 million over 2008, primarily due to changes in net working capital. 

The €253. 1 million of capital additions for systems. equipment and other assets were principally related to 
spending in Italy, New York, New Jersey, Chile and West Virginia. Intangible asset additions of € 102.8 
million were principally related to the non-refundable payment representing 50% of the totaI cost of 
10.761 video lottery tenninal ("VLT") rights in Italy. By the end of April 2010, Lottomatica may elect to 
reduce the total number of VLT rights that it intends to purchase and if it does not make such an eJection, 
the payment for the remaining 50% of such VLT rights is due on June 30, 20 10. AJ; a result of the 
purchase of the VLT rights, Lottomatica's license to operate in the VLT market is extended until 2019. 

Although acqu isition activity in 2008 was significant with the acquisitions of Boss Media AB, the Atron ic 
group of companies and St. Enodoc Holdings, in 2009, we continue to make strategic investments to 
exploit growth opportunities in the Sports Betting and Machine Gaming markets in the Italian Operations 
segment. 
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On November 24, 2009, the Group raised €350 million through the issuance of 19.7 million shares to 
Mediobanca International (Luxembourg) S.A. ("Mediobanca") at a 15% premiu m to market, the proceeds 
of which will support development plans in Italy, primarily for the renewal of the Gratta & Vinci (Scratch 
& Win) concession and the purchase of VLT rights. 

In order to raise the funds necessary to subscribe for the shares, Mediobanca commissioned UBI Banca 
International S.A. to issue mandatory exchangeable bonds ("the Bonds") which, upon maturity on 
October 29, 20 12, must be exchanged into Lottomatica ordinary shares. The Bonds were placed with 
qualified investors on a private placement basis and bear interest at 8.75% per annum payable semi4 
annuall y in arrears in equal installments on October 29th and April 29th of each year, commencing on 
April 29, 2010. 

Lottomatica entered into a swap agreement with Mediobanca whereby Mediobanea paid an upfront fixed 
amount to Lottomatica of€46 million, corresponding to the 15% premium to market. Lottomatica wi ll 
pay fi xed payments semi-annually to Mediobanca that correspond to interest on thc Bonds that arc not 
COnVeJ1ed at any interest payment date. The present value of these payments has been recorded as a 
financial liability in the consolidated statement of financial position (the "Swap Liability"). 

In December 2009, the Group issued £150 million of guaranteed notes due December 5, 2016 (the 
"Notes"). The proceeds of the Notes, net of associated fees and costs, were used to repay a portion of the 
existing debt of the Group (along with other general corporate purposes), extending the average maturity 
of the Group's debt while adding further diversity to the Group's capital structure. The Notes received a 
rating of Baa3 and BBB- by Moody's Investors Service Limited and Standard & Poor's Rating Service, 
respecti vely, and are listed on the Luxembourg Stock Exchange. 

Interest paid of€153.8 million in the current year principall y relates to the Capital Securities and GTECH ' 
Senior Credit Facilities. At December 3 1, 2009, we had €469 .3 million of cash and cash equivalents on 
hand. 

Our business is capital-intensive. We expect our principal sources of liquidity to be existing cash 
balances, cash generated from operations and borrowings under the GTECH Senior Credit Revolving 
Facilities (totaling US$500 million) and LTO Revolving Credit Facility (totaling €300 million). At 
December 3 1, 2009, there was €643.7 million of committed undrawn capacity unde r the GTECH Senior 
Credit Revolving Facilities and LTO Revolving Credit Facil ity. These facilities have covenants and 
restrictions including, among other things, requirements relating to the maintenance of certain financial 
ratios, limitations on capital expenditures and acquisitions and limitations on dividends, none of which 
are expected to impact the Group's liquidity or capital resources. At December 3 1, 2009, we were in 
compliance with all applicable covenants. 

We currently ex pect that our excess cash flow from operations. existing cash. undrawn capacity under 
existing borrowing facili ties and access to additional sources of capital will be sufficient, for the 
foreseeable future, to fund our anticipated working capital and ordinary capital expenditure needs, to 
service our debt obligations, to fund anticipated internal growth, to fund all or a portion of the cash 
needed for potential acquisitions and to pay dividends. We may also seek alternative sources of financ ing 
to fund future potential acquisitions and other growth opportunities. 
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Summar}: Statements of I'inancial Position 
December 31, Increase (decrease) 

(thol/sands of euros) 2009 2008 € % 

Systems, equipment and other assets related 
to contracts, nel 774.558 758.717 15.841 2.1 

Goodwill 3,006,783 3,074,571 (67,788) (2.2) 
Intangible assets, net 822,886 847,281 (24,395) (2.9) 
Deferred income taxes 6.030 23.633 (17,603) (74.5) 
Other non-cunent assets 11 8.966 113,886 5,080 4.5 
Total non-current assets 4,729,223 4,8 18,088 (88,865) (1.8) 

Inventories 134,080 129,560 4,520 3.5 
Trade and other receivables 79 1,803 773,595 18,208 2.4 
Cash and cash equivalents 469.335 109,274 360.061 >200.0 
Other currenl assets 74,258 91, 102 (16.844) (1 8.5) 
Non-current assets classified as held for sale 5,890 7,456 (1,566) (21.0) 

Total assets 6.204.589 5,929.075 275,514 4.6 

Equity 1,896,807 1,649,832 246,975 15.0 

Long-tenn debt, less current portion 2,621 ,990 2.573,802 48, 188 1.9 
Deferred income taxes 134,127 229.621 (95,494) (41.6) 
Non-current financial liabilities 142,317 134,604 7,713 5.7 
Other non-current liabilities 78. 154 75,381 2,773 3.7 
Total non-current liabilities 2.976.588 3.013,408 (36,820) (1.2) 

Accounts payable 905.677 800,653 105.024 13.1 
Short-tenn borrowings 5,079 60,848 (55,769) (9 I. 7) 
Current financial liabilities 59.885 12.741 47, 144 >200.0 
Current portion of long-lenn debt 67,186 61 .109 6,077 9.9 
Income taxes payable 20,945 49,457 (28,5 12) (57.7) 
Other current liabilities 272,422 281 ,027 (8,605) (3. 1) 

Total equity and liabilities 6.204,589 5.929,075 275.5 14 4.6 

The Group changed the December 31, 2008 statement of fmancial position to: (i) adjust the presentation 
of foreign currency translation associated with the July 2, 2007 acquisition of Finsoft Limited to properly 
reflect the functional currency as British pounds sterling; and (ii) to offset deferred income tax assets and 
deferred income tax liabilities in accordance with lAS 12 Income Taxes. 

Accordingly, (i) Goodwill and Intangible assets, net, decreased Ell. 7 million and €S.9 million, 
respectively. which was offset by a corresponding €17.6 million decrease in Equity; and (ii) deferred 
income tax assets and liabilities decreased by €2 11.8 million. 
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The € 15.8 million increase in systems. equipment and other assets related to contracts, net was principal1y 
due to €258.4 million of capital additions, which was partially offset by €224.1 million of depreciation 
and €1 4.6 mill ion of foreign currency translation. 

The €67.8 million decrease in goodwill was principally due to €67.2 million of foreign currency 
translation; €23.8 million of impainnent loss primarily relating to the GTECH G2 segment ; f:7.7 million 
resulting from the finalization of the Royal Gold and Atronic purchase accounting; and €8.4 million of 
changes in the fair value of contingent liabilities related to the Finsoft Limited, Sl. Enodoc Holdings 
Limited and Boss Media AS acquisitions. These decreases were partially offset by €39.3 million of 
acquisition activity during 2009 (primarily Labet and Europa Gestione). 

The €24.4 million decrease in intangible assets, net was principally due to €94.5 million of amortization; 
€49 .8 million of impainnent loss primarily related to tbe GTECH G2 segment; and €13.6 million of 
foreign currency translation. These decreases were partially offset by €102.8 million of intangible assets 
acquired during 2009 (primarily the purchase ofYLT rights); € 15.7 million of 2009 acquisition activity 
(primari ly Label); and €15.0 million principally resulting from thc finalization of the Royal Gold and 
Atronic purchase accounting. 

The E17.6 million decrease in deferred income taxes was principally due to the acceleration of tax 
amortization in excess of book amortization with respect to the Atronic group of companies. 

The € 18.2 million increase in trade and other receivables was principally due to increased sales and 
timing of collections in the Italian Operations segment. 

The €247.0 million increase in equity was primarily due to the share capital increase and E112.4 million 
of net income. These increases were partially offset by E lOO.9 million of di vidends paid to shareholders 
of the parent and €43.6 million of dividends paid to non-controlling shareholders. 

The €48 .2 million increase in long-tenn debt, less current portion was principally due to €750 million of 
proceeds from the Notes. which was partially used to repay amounts due under the L TO Term Loan 
Facility and GTECH Senior Credit Facilities. This net increase was partially offset by the reclassification 
of debt coming due within twelve months to current portion of long-term debt, and €43.9 million of 
foreign currency translation. 

The €95.5 million decrease in deferred income taxes was primarily due to the recognition of deferred tax 
assets relating to foreign operating losses, provisions currently not deductible for income tax purposes and 
the amortization of acquired intangibles. 

The €7.7 million increase in non-current financia1liabilities was primarily due to €56.4 million of Swap 
Liability related to the share capital increase, partially offset by a €21.1 million improvement in the fair 
value of interest rate swaps and the E22.2 million reclassification of the Boss Media contingent liability 
and Finsoft contingent consideration to current financial liabilities. 
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The € 105.0 million increase in accounts payable was pri ncipally due to the timing of payments in Italy 
and for GTECH's ongoing lottery system implementations, along with an increase in accounts payable 
primarily related to higher sales of Scratch and Win tickets . 

The €55 .8 million decrease in short-tenn borrowings was princ ipally due to repayments of outstanding 
amounts due under uncommilted lines of credit. 

The €47. 1 million increase in current financial liabi litics was primarily due to €29.9 million of Swap 
Liabi lity related to the share capital increase and the reclassification of the Boss Media contingent 
liability and Finsoft contingent consideration, which are expected to be settled within the next twelve 
months, from non-current financial liabilities as described above. 

The €6.1 million increase in current portion of long-term debt was primarily due to the reclassification of 
debt coming due within twelve months as described above, partially offset by €50 million of debt 
repayments by utilizing a portion of the proceeds of the Notes . 

The €28.5 mi llion decrease in income taxes payable was primarily due to the timing of estimated tax 
payments. 
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Consolidated Net Financial Position 
The Group's consolidated net financial position at December 31, 2009 improved €29 1.0 million from its 
net financial position at December 31, 2008 principally due to the November 2009 share capital increase. 
Consolidated net financial position is calculated as fo llows: 

December 31, 
(thousands of euras) 2009 2008 Chan~e 

Cash on hand 453 392 61 
Cash at bank 468,882 108,882 360,000 

Cash and cash equivalents 469,335 109,274 360,061 

Current financial receivables 4,613 20,288 (15,675) 

Capital Securities 46,618 46,491 127 
Swap Liability 29,924 29,924 
AlJ'onic related debt 21 ,782 11,384 10,398 
Boss Media contingent liability 17,521 17,521 
Short-term borrowings 467 58,803 (58,336) 
Oilier 15,838 18,020 (2,182) 

Current financial debt 132, 150 134,698 (2,548) 

Net current financial debt (cash) (341 ,798) 5,136 (346,934) 

GTECH Senior Credit Facilities 1,145,100 1,359,888 (214,788) 
Notes 740,821 740,821 
Capital Securities 733,180 730,525 2,655 
Swap Liability 56,391 56,391 
Interest rate swaps 53,094 73,740 (20,646) 
Atronic related debt 2,803 69,793 (66,990) 
LTO Term Loan Facility 353,354 (353,354) 
Lottomatica Senior Credit Revolving Facility 50,000 (50,000) 
Boss Media contingent liability 14,252 (14,252) 
Other 32,918 56,854 (23,936) 

Non current financial debt 2,764,307 2,708,406 55,901 

Net financial position 2,422,509 2,713,542 (29 1,033) 
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Financial risk management objectives and policies 
Our principaJ financ ial instruments. other than derivatives. are comprised of debt and cash and cash 
equi valents. The main purpose of these financial instruments is to fund the capital needs of the Group 's 
operations. We have various other financial assets and liabilities, such as trade receivables and trade 
payables, which arise directly from operations. 

The primary risk inherent in our fi nancial instruments is the market risk arising from adverse changes in 
interest rates and foreign currency exchange rates. We enter into derivative transactions, including 
principally interest rate swaps and forward currency contracts, for the purpose of managing interest rate 
and currency risks arising from our operations and its sources of financing. It is, and has been throughout 
the year under review, our policy not to engage in currency or interest rate speculation. Detailed 
infonnation on our financial risk management objectives and policies, including specific disclosures 
required by CONSOB, is provided in Footnote 41 of the Consol idated Financial Stateme nts included 
herein. 

Reconciliation of Group Equity 
The reconciliation of Louomatica Group S.p.A. stand alone equity with the equity of the consolidated 
Group is as follows: 

Attributable to owners 
of the E:arent 

Lottomatica All other Non-Controlling 

(thousands of euros) GrauE: S.E:.A. subsidiaries imerests Consolidated 

Balance at January 1,2009 1,8 12,808 (221 ,404) 58,428 1,649,832 

Fair value of interest rate swaps 13,147 13, 147 
Amortization of unrecognized gain on imerest rate 
swap (570) (570) 

Unrecognized net loss on derivative instruments (732) (732) 
Unrecognized net loss on available for sale 
investment (78) (78) 

Foreign currency translation (22,499) (22,499) 

Net income for the year 11 0,603 (42,454) 44,205 112,354 

Ordinary share capital issued 350,000 350,000 

Share issuance costs (7,073) (7,073) 

Swap liability associated with share issuance (58,018) (58,018) 

Dividend distribution (100,940) (43,560) ( 144,5(0) 

Share-based payment 916 916 

AtroniclSpieio intragroup sale (26,462) 26,462 

Put/call option arising from business combination 4,169 4,169 
Other movements in equity (14 1) (1 41) 

Balance at December 31, 2009 2,081,264 (243 ,530) 59,073 1,896,807 
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Transactions with Related Parties 
During 2009 there were no significant transactions, including intragroup, with related parties which 
qualified as unusual or atypical. Any re lated party transactions fonned part of the normal business 
activities of (he companies in the Group, including GTECH's sale to Lottomatica of its interests in 
Alronic and Spie lo. Such transactions were concluded at standard market tenns for the nature of goods 
andlor services offered. 

Information on transactions with related parties, including specific disclosures required by CON SOB, is 
provided in Footnote 38 of the Consolirlaled Financial Statements included herein. 
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SIGNIFICANT BUSINESS DEVELOPMENTS 

Since the start of 2009. the Group has reported a number of significant business developments, in addition 
to sign ificant contract developments discussed later in this report. 

Developments During 2009 

Business Developments 

In June 2009. Lotlomatica announced that it had become the first Italian operator to receive certification 
of compliance with the responsible gaming standards established by the European Lotteries Association. 

In July 2009, the shareholders resolved in ordinary session to adopt the 2009-2013 Share Allocation Plan 
and the 2009-2015 Stock Option Plan, both reserved for employees of Lottomatica andlor of its 
subsidiaries. Both plans had been previously announced and made available to the public . 

The 2009·20 13 Share Allocation Plan is comprised of an aggregate maximum of 673,729 ordinary shares. 
subject to increase to correspond in tenns of value to the gross total dividends and reserves actually 
distributed by Lottomatica to holders of ordinary shares in the period commencing on notification to the 
beneficiaries of their participation in the plan to the actual allocation of shares. The Board of Directors 
has identified beneficiaries and set the maximum number of shares to grant to each one. The allocation of 
shares will be conditioned on Lottomatica's reaching a total consolidated EBITOA level for the combined 
financ ial years of 2009, 2010 and 201 1, as well as meeting a certain ratio between consolidated net 
financial debt and consolidated EBITDA. which will be more specifically set by the Board of Directors. 
Distribution of shares will occur after shareholder approval of the annual accounts for the financial year 
ended December 31,2011, with ability to partially postpone the distribution to 20 13. The plan will 
terminate on December 31, 2013. 

The 2009-2015 Stock Option Plan is comprised of an aggregate maximum number of 1,850,510 options 
assigned. The Board of Directors has detennined the numher of options to he a<;;s igned to each 
beneficiary. Options were granted to beneficiaries and will be exercisable at the end of the three-year 
vesting period. The exercise of options by the beneficiaries will be subject to Lottomatica 's reaching a 
total consolidated EBITDA level for the combined financial years of 2009, 2010 and 20 II , as well as 
meeting a certain ratio between consolidated net financial debt and consolidated EBlTDA, which will be 
more specifically determined by the Board of Directors. The plan wil l tenninate on December 31, 2015. 

In September 2009, the Shareholders' Meeting of Invest Games, S.A. ("Invest Games"), the Luxembourg
based company wholly owned by Lottomatica Group S.p.A., approved a share capital increase to service 
the contribution into In vest Games of an amount of GTECH Holdings Corporation shares equal to the 
entire participation of Lottomatica Group S.p.A. in GTECH Holdings Corporation. GTECH Holdings 
Corporation is the parent company of GTECH Corporation. The transaction simplified and streamlined 
the Group's corporate structure, and in particular concentrated in Invest Games the GTECH Holdings 
Corporation participation. 
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At the same Shareholders' Meeting, approval was granted for an additional share capital increase to 
Invest Games directed to GTECH Corporation in order (0 accommodate the transfer of the assets of 
Lottomatica International Hungary Kft., a company incorporated under the laws of Hungary and wholl y 
owned, directly and through Lonomatica International S.r.J ., by Louomatica Group S.p.A. This latter 
transaction resulted in the reduction of the indebtedness of GTECH Corporation and the improvement of 
its capital structure. 

In October 2009, Lottomatica applied to the Ammini strazione Autonoma Monopoli di Stato ("AAMS") to 
buy lip to 10,761 VLT rights in Italy, and made a non-refundllble payment representing 50% of the total 
cost of such VLT rights By the end of Apri120IO. Lottomatica may elect to reduce the total number of 
VLT ri ghts that it intends to purchase and if it does not make such an e lection. the payment for the 
remaining 50% of such VLT rights is due on June 30. 2010. As a result of the purchase of the VLT 
ri ghts, Lottomatica' s license to operate in the VLT market is extended until 201 9. 

In October 2009, the World Lottery Association (the "WLA") conferred level 4 certi fi cation to 
Lottomatica following review ofLottomatica's submission under the WLA Responsible Gaming 
Framework. Level 4 certification signifies that Louomatica has a mature and well established responsible 
gaming progrdm in place and thaI Loltomatica is implementing its plan to integrate specific responsible 
gaming program elements into its daily operations. It further attests that Lottomatica is al so integrating 
the considerations of its external stakeholders and has in place the human resources and processes 
necessary for continuous improvement. 

In October 2009, Lottomatica' s 18- month share buy-back program expired. Unde r the program, a total 
of3,943 ,022 ordinary shares were bought for a total consideration of€74.8 million , 596JG2 shares of 
which were allocated to the share-based management compensation plans. 

In October 2009, following the procedure contemplated in the open and competitive tender for a new 
Scratch & Win concession in Italy, Consorzio Lotterie Nazionali (a consortium in which Lottomatica 
owns a 63% interest and which was created for Scratch & Win in Italy) made the only formal offer for a 
license to operate the national instant lotteries in Italy for a period of nine (9) years. In November 2009, 
the judgment by the Regional Admini strative Court of Lazio was fi led and made known to the public, 
granting the challenge filed hy Sisal S.p.A. for the annulment of the above-mentioned tender for the 
management of the national instant lotteries. Both the AAMS and Consorzio Lotterie Nazional i filed an 
appeal requesting an annulment of thc decision by the Regional Admin istrati ve Court of Lazio. Sisa l 
ftIed its own appeal asking for a referral to the European Court of Justice. 

On November 24, 2009, Lottomatica raised €350 million by issuing 19,728,536 shares to Mediobanca 
International (Luxcmbourg) S.A. ("Mediobanca") for €17 .7408 per share (a 15% premium to the market 
price of€15.4268), the proceeds of which will support development plans in Italy, primarily for the 
renewal of the Gratta & Vinci (Scratch &Win) concess ion and the purchase of video lottery terminal 
rights. 

In order to raise the funds necessary to subscribe for the shares, Mediobanca commissioned UBI Banca 
International S.A. to issue mandatory exchangeable bonds ("the Bonds") which, upon maturity on 
October 29, 2012, must be exchanged into Lottomatiea ordinary shares. 
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The Bonds were placed with q ualified investors on a private placement basis and bear interest at 8.75% 
per annum payable semi-an nua lly in arrears in equal instal lments on October 29th and April 29th of each 
year, commencing on Apri l 29. 2010. 

Lottomatica entered into a swap agreement with Mediobanca whereby Mediobanca paid an upfronl fixed 
amount to Lottomatica of€46 million, corresponding to the 15% premium. Mediobanca will also pay 
semi-annually to Lottomatica an amount corresponding to the fees due under a stock lending agreement 
regarding certai n shares owned by Lottomatica. Lottomatica will pay fixed payments semiannually to 
Mediobanca that correspond to interest on the Bonds that are not converted at any interest payment date. 
The present value of these interest payments has been recorded as a financial liability in the consolidated 
statement of financial position (the "Swap Liability") . 

In December 2009, the Group issued €750 million of guaranteed notes due December 5, 2016 (the 
"Notes"). The proceeds of the Notes, net of associated fees and costs, were used to repay a portion of the 
existing debt of the Group (along with other general corporate purposes), extending the average maturity 
of the Group's debt while adding further diversity to the Group's capital structure. T he Notes received a 
rating of Baa3 and BBB- by Moody's Investors Service Limited and Standard & Poor's Rating Service, 
respectively, and are listed on the Luxembourg Stock Exchange. 

Managerial Developments 

In April 2009, Lottomatica announced that its Board of Directors had accepted the resignation of Lorenzo 
Pe llicioli as Chief Executive Officer of the Group, and unanimously approved his recommendation of 
Marco Sala as the new Group CEO. Mr. Pellicioli re mained as Chairman. It was also announced that 
Renato Ascoli, Head of the Business Di vision at Louomatica, was named General Manager of 
Lottomatica responsible for the Italian market. 

Developments After Close of Calendar Year 2009 

With regard to the tender for a new Scratch & Win concession in Italy discussed above, after a hearing 
held on March 9, 2010 the State Council accepted the appeal submitted by AAMS and by Consorzio 
Lotterie Nazionali and a portion of the appeal submitted by Sisal, and ruled that Article 21, Paragraph 5 of 
the law 10])2009 regulating the tender, as well as the clauses of the tender reflecting suc h article, are not 
applicable. Paragraph 5 of said law is related to the interi m period during which Consorzio Lotterie 
Nazionali would continue to manage the existing instant lotteries through January 20 12. 

On March 30, 20 I 0, AAMS issued a decree to reopen the prior public tender for the new Scratch & Win 
concession and to remove from that te nde r the clauses which the State Council had found to be 
inapplicable in its March 9, 2010 ruling. AAMS has set a date of May 10, 2010 for submission of bids to 
participate in the reopened tender. 

As described in Footnotes 6 and 40 of the Consolidated Financial Statements included herein, GTECH 
G lobal Services Corporation Limited ("GGSC") has an 87.454% interest in GEMed AB and GGSC has 
the option , which it may exercise between April I , 2010 and June 3D, 2010 to require Medstroms In vest 
AS (" Medstroms") to sell its 12.546% interest in GEMed to GGSC and Medstroms has an identical put 
right. 

On April 1,2010, Medstroms exercised its put right and on April 12,2010, aGSC paid Medstrom SEK 
200 million (€20.5 million at the transaction date) for the remaining 12.546% interest in GEMed. 
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RISKS AND UNCERTAINTIES 

We believe that a system of well defined policies, processes and controls are imperative to effectively 
manage the various risks that we encounter and manage. The main risks that the Group is managing are 
the following: 

(i) Market Risk: Market risk is the risk that changes in interest rates and fo reign currency exchange 
rates will negatively impact the value of assets and liabi lities . 

A portion oftbe Group's debt portfolio is exposed to changes in market interest rates. Changes in interest 
rates generall y will not significantly impact the fair market value of such indebtedness, but could have a 
material effect on Lottomatica Group's results of operations. business. financial condition or prospects. 

Lottomatica is a global business and derives a substantial portion of its revenues from operations outside 
of the European Union. Our financial statements could be materially different from period to period if 
there is a signi ficant movement in the euro versus other currencies. 

(ii) Credit Risk: Credit risk is the risk of a financial loss ari sing from a customer or counterparty not 
meeting their contractual obligations. A significant portion of the Group's revenue is derived from 
concessions with Amministrazione Autonoma dei Monopoli di Stato (AAMS), resu lting in significant 
concentration of credit risk exposure. Management believes that in the future, a significant portion of its 
business and profitability will continue to depend upon concessions with AAMS. 

(iii) Liquidity Risk: Liquidity risk is the risk tbat suitable sources of funding for the Group's 
operations may not be available. 10 recent years, certain contracts in Italy have required an upfront 
payment for a license to operate the contract. GTECH contracts typically require upfrom capital 
expenditures. The ability of the Group to maintain existing contracts upon their renewal and invest in 
new contracts opportunities depends Oil the ability of the Group to access new sources of capital 10 fund 
these investmems. 

(iv) Country Risk: Country risk is the risk that changes to regulations or laws, or in the economy of a 
country in which we conduct business, will negatively impact expected returns. Lottomatica is a global 
business and derives a substantial portion of its revenues from operations outside of Ital y. Risks 
associated with Lottomatica's international operations include increased governmental regulation of the 
on-line lonery industry in the markets where it operates; exchange comrols or other currency rest rictions; 
and significant political instability. Other economic risks that Lottomatica's international activity subjects 
it to might include inflation, foreign exchange risks (both depreciation and devaluation), illiquid foreign 
exchange markets, high interest rates, debt default, unstable capital markets and foreign direct investment 
restrictions. Political risks include change of leadership, change of govemmental policies, new foreign 
exchange controls regulating the flow of money into or out of a country, failure of a govemment to honor 
existing contracts, changes in tax laws and corruption, as well as global risk aversion driven by political 
unrest, war and terrorism. Finally, social instability risks include high crime in certain of the countries in 
which Lottomatica operates due to poor economic and pol itical conditions, riots, unemployment and poor 
health conditions. 
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(v) Operational Risk: Operational risk is the risk that external events or internal factors will resuh in 
losses. The Group's Italian concessions. lottery contracts in the United States and in other jurisdictions, 
and other service contracts oflen require substantial performance bonds to secure its perfonnance under 
such contracts and require the Group to pay substantial monetary liquidated damages in the event of non
performance by the Group_ Claims on performance bonds, drawings on letters of credit andlor payment 
of liquidated damages could have a material adverse effect on the Group's results of operations. business. 
financial condition or prospects. 

(vi) Legal Proceedings: Due to the nature of its business. the Group is invol ved in a number of legal, 
regulatory and arbitration proceedings regarding, among other matters, claims by and against it as well as 
injunctions by third parties arising out of the ordinary course of its business and is subject to 
investigations and compliance inquires related to its ongoing operations. The outcome of these 
proceedings and similar futu re proceedings cannot be predicted with certainty. Unfavourable resolution of 
such proceedings or significant delays in adjudicating such proceedings cou ld have a material adverse 
effect on the Group's results of operations, business, fmancial condition or prospects. For a description of 
certain legal proceedings to which the Group is a party. see Note 39 to the consol idated financial 
statements. 

(vii) Government Relations: The Group's activities are subject to extensive and complex 
governmental regulation which varies from jurisdiction to jurisdiction where the Group operates. which 
includes individual suitability standards for officers, directors, major shareholders and key employees. 
The Group believes that it has developed procedures designed to comply with such regulatory 
requirements. However. any failure by the Group to so comply and/or inability to obtain required 
suitabi lity findings could lead regu latory authorities to seek to restrict the Group's business in their 
jurisdictions. 

In addition, the Group is subject to extensive background investigations in its lottery business. Authorities 
generally conduct such investigations prior to and after the award of a lottery contract. Authorities are 
generally empowered to disqualify the Group from recei ving a lottery contract or operating a lottery 
system as a result of any such investigation. The Group's failure , or tbe failure of any of its personnel, 
systems or machines, in obtaining or retaining a required license or approval in one jurisdiction could 
negatively impact its ability to obtain or retain required licenses and approvals in other jurisdictions. Any 
such failure would decrease the geographic areas where the Group may operate and as a result could have 
a material adverse effect on the Group's results of operations, business, financial condition or prospects. 

Further, there have been, are currently and may in the future continue to be, investigations of various 
types, conducted by governmental authorities into possible improprieties and wrongdoing in connection 
with efforts to obtain and/or tbe awarding of lottery contracts and related matters. Because such 
investigations frequently are conducted in secret, the Group may not necessarily know of the existence of 
an investigation in which it might be in volved. Because the Group's reputation for integrity is an 
important factor in its business dealings with lottery and other governmental agencies, a governmental 
allegation or a finding of improper conduct by or attributable to the Group in any manner or tbe prolonged 
investigation of these matters by governmental or regulatory authorities could have a material adverse 
effect on the Group's results of operations, business, financial condition or prospects, inc luding its ability 
to retain existing contracts or to obtain new or renewal contracts. In addition, adverse publicity resulting 
from any such proceedings cou ld have a material adverse effect on the Group's reputation, results of 
operations, business, financial condition or prospects. 
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PREDICTABLE DEVELOPMENTS 

The financial crisis and the consequential economic downturn have caused substantial changes arou nd the 
world. Although some signs of recovery have recently emerged, the economic rebound has yet to 
manifest its influence. 

In 2009. governments around the globe supported a strategy of increased liqu idity to ease credit 
conditions and avoid further penurbations; these policies. which have proven 10 be effecti ve on the 
financial markets, have left unresolved the issue of employment levels in several countries. In early 20 10, 
another wave of instability was created by developments in some European states that have severe 
deficits. and which require a tight financial discipline by governments. 

OUf industry has been, and continues to be, resilient to economic downturns. We were able to continn 
previous pe.rformance; due to the se.lective investment strategy implemented in recent years, we have 
experienced continuous growth in revenue and EBITOA. It is worth noting that we serve many 
customers around the world (mostly governments o r government-related entities) that are looking for 
opportunities to grow their funding sources in times when tax income is substantiaJl y reduced, generating 
severe budget shortfalls. In our traditional Italian market, many changes are taking place, with new 
games being launched (both numericaJ games and VLT operations have been authorized), and new 
liccnscs for instant lottery being awarded; further positi ve opportunities for the Group may emerge in 
other countries relative to the business model adopted by states to operate lotteries. 

The Group has the needed resources, both in tenns of capital and know-how, to playa leading role in this 
evolving landscape. We believe the Group is very well placed to retain its position in all geograph ies 
where we operate. 

The Group's strategic goal is to maintain its global leadership position in the public gaming markets, 
further developing the initiatives already identified. 

The Group's strategy is summarized as follows: 

• Continue to accelerate same-store sales growth ; 
• Win new jurisdictions and bid fo r operator opportunities; 
• Grow instant ticket printing capabilities; 
• Roll out new di stribution platforms, focusing particularly on interactive channels; and 
• Timely launch VLT program in Italy, proposing its turnkey solutions to other concessionaires. 
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LOTTOMATICA STOCK INFORMATION 

SHAREHOLDING STRUCTURE 
Based on most recelltfilings as of February 19, 2010 

Shareholder Numbers of Shares % of Outstanding Shares 

Gruppo De Agostini 102,629,324 59.663 

Mediobanca (I ) 21,918,941 12.742 

Assicurazioni Generali 4,989,596 2.90 1 

Lottomatica owns 3,346, 190 treasury shares. equal to about 1.945% of share capital. 

Underwritten and paid up share capital as of December 3 1, 2009 amounts to € ln,O 15,373, composed of 
172,015,373 ordinary shares with a nominal value of€l each. 
Authorized share capital amounts to €180,857,82 1, composed of 180,857,82 1 ordinary shares with a 
nominal value of€l each. 

LOTTOMATICA STOCK PERFORMANCE FOR THE PERIOD ENDED DECEMBER 31, 2009 

The average price of the stock for the twelve months ended December 3 1, 2009 was EI4.6. Over 190 
million shares were traded in 2009. with a dai ly exchange of approximately 752,047 shares. 

Lottomatica's capitalization was approximately €2. 1 billion on December 31, 2009 (€2.4 billion market 
capitalization, including 19.7 million shares issued but nOl listed until February 2010). 

(I ) Approximately 11.47% ofMediobanca's 12.742% share ownership is being held solely and exclusively to serve the 
conversion of certain Mandatory Exchangeable Bonds issued by UBI Banca International SA in 2009. Mediobanca has 
relinquished all of the vot ing, administrative, beneficial and economic rights related to thai 11.47% interest. 
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BUSINESS OVERVIEW 

The Group operates worldwide in the gaming market. proposing its range of products and know-how 
according to the specific needs of each indi vidual customer. The following is a description of the Group's 
products and brands by the Group 's four reportable operating segments: Ital ian Operations, GTECH Lottery; 
Gaming Solutions and OTECH 0 2. 

ITAUAN OPERATIONS SEGMENT 

Since t 993, Lonomatica has been the sole concessionaire for the Italian Lotto game, a traditional game that 
was played off-line for centuries. Lottomatica has gained substantial ex perience managing all the acti vities 
along the lottery value chain, such as collecting wagers through its network. paying out prizes. managing all 
accounting and other back office functions, running advertising and promotion, operating data transmission 
networks and processing centers, training staff, providing retailers with assistance and supplying materials fo r 
the game. 

Lottomatica operates both online lotteries and games, which are conducted through compute rized systems in 
which lottery or gaming terminals are connected to a central computer system and which are generally games 
where players select their own numbers, such as Louo, and off-line lotteries, which are games in volving 
preprinted paper tickel .. and are not computerized (except for ticket distribution and validation purposes). 

A li st of Lottomatica's concessions in Italy is set forth on Table 1 of thi s report. 

Online Lottery 

Lotto is a traditional game that was played off-li ne for centuries and that originated roughly SOO years ago in 
Genoa. In July 2006, Lottomatica introduced Lotto lstantaneo, a game that al lows players an option to 
participate in an instant draw game using the same numbers selected for the Lotto game. 

As compensation for its management of Lotto. Lottomatica receives a fee equal to a percentage of the amount 
wagered. 

Lottomatica is required to provide a performance bond in an amount equal to 0.3% of total wage rs to the 
Amministrazione Autonoma dei Monopol i di Stato (<<MMS") to guarantee perfonnance of Lottomatica's 
obligations pursuant to the Lotto concession. 

Upon tennination of the Lotto concession, Lottomatica is required to transfer, free of charge, to the AAMS 
upon its request. ownership of the entire automated systems which relate to the operation of the Lotto game. A 
similar requirement ex ists with respect to the termination of the other concessions as well . 
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Instant and Traditional Lotteries 

In October 2003, the Ministry of Economy and Finances granted to Consorzio Lolterie Nazionali, a consortium 
63% owned by Lottomatica. the exclusive concession to operate instant and traditional Lotteries. which prior 
to that time had been operated by AAMS. The remaining quotas of the consortium are held by Scientific 
Games International, Inc. (20%), Arianna 2001 S.p.A. ( 15%) and others (2%). The concession expires in 
March 2010, with respect to traditional lotteries, and in May 2010, with respect to instant lotteries, unless such 
terms are extended at the discretion of the AAMS. Instant and traditional lotteries are available at over 47,300 
points of !illie (of which approximately 33,8 10 are also Lotto points of sale), mainly cons isting of tobacconists 
but also at bars. motorway restaurants and newspaper stands. The Lotto. Sports Pools and Other Pari-Mutual 
Betting and Services networks and terminals also support the instant and traditional lotteries. for which 
Lottomatica provides a dedicated data processing center. 

As compensation for its management of the traditional and instant lotteries. Lottomatica receives a fee equal to 
a percentage of the amount wagered. As discussed under "Significant Business Developments During 2009". 
in an open and competiti ve tender for a new Scratch & Win concession in Italy, Consorzio Lotterie Nazionale 
(a consortium in which Lottomatica owns 63%) made the only formal offer fo r a license to operate the national 
instant lotteries in Italy. 

Sports Betting 

Following a competiti ve tender completed in the last quarter of 2006. Lottomatica has been awarded a non
exclusive concession by the AAMS to operate sports betting, and the right to operate sports betting over the 
InlemeL 

Since 2007, Lottomatica has extended its presence in the sports betting market following several acquisitions 
of domestic traditional sports betting operators. In particular, in 2008, Lottomatica acquired Totosi, the 
leading Italian sports betting operator online, with the object of protecting its existing customer base and 
acquiring new customers through the Internet. On the retail side, in 2009 Lottomatica entered the betting shop 
market. to acquire locations fu lly dedicated to betting locations so that its betting competencies cover all types 
of locations and cater to all customer needs. The betting shop deployment plan will be completed by the end 
of the second quarter of 20 I O. This has allowed Louomatica to further strengthen its leadership position in the 
Italian market. Overall, in 2009 the Italian sports betting market reached more than €4 billion and is still 
growing, in terms of licensed operators becoming second worldwide only to thc United Kingdom market. 

Lottomatica has also been granted rights to operate horse betting. 

Interactive 

Starting at the end of December 2008, Lottomatica entered into the Interactive business. providi ng poker on
line and skill games such as board games, soft games and fantacalcio. 
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Machine Gaming 

Lottomatica was granted, in July 2004, a license by the AAMS to activate and operate a network in Ital y that 
links amusement and entertainment machines installed in outlets consisting of bars, licensed betting halls, 
tobacconists and hotels to a central system. Lottomatica has agreements with approximately 640 operators 
who have connected to approximately 48,000 machines. 

In October 2009, Lottomatica applied to the AAMS to purchase up to 10,761 VLT rights in Italy. and made a 
non-refundable payment representing 50% of the total cost of such VLT rights. By the end of April 2010. 
Lottomatica may e lect to reduce the total number of VLT rights that it intends to purchase and if it does not 
make such an election, the payment for the remaining 50% of such VLT rights is due on June 30, 20 10. As a 
result of the purchase of the VLT rights, Lonomatica 's license to operate in the VLT market is extended until 
2019. 

Commercial Services 

Leveraging its distribution network and transaction processing experience. Lottomatica offers high-volume 
transaction processing of non-lottery commercial transactions such as prepaid cellular telephone recharges, bill 
payments, electronic tax payments, utility payments and retail-based programs. 

Commercial SenJices. Lottomatica distributes services for commercial operators including e lectronic top-up 
services for prepaid mobile and fixed-line telephone accounts, ticketing for sporting and musica1 events, and 
collects payments from end-users for which it retains a fee. 

Payment Services. Lottomatica provides collection and payment services in Italy for the Pilyment of utility 
bills. local fines and duties and al so collects payments due on behalf of creditors. 

Processing Services. Lonomatica provides a processing and network service on behalf of third parties. without 
collecting amounts due. The most important of these services are telephone top-ups and digital Terrestrial TV 
cards. payment of car road taxes. fidelity card services and stamp duties services. 

In Italy, Lottomatica's services network comprises over 66,875 points of sale (including approximately 26,084 
points of sale where Lottomatica provides on ly processing services for third-parties and about 40,791 which 
overlap with Lotto points of sale) comprised of tobacconists, bars. petrol stations. newspaper stands and 
motorway restaurants. Lottomatica has over 102.240 POS terminals installed at these locations and 
approximately 32,000 Li s Printers installed at tobacconists. The Li s Printer is a proprietary dedicated tenninal 
for printing stamp duties. All services are provided through Lottomatica's own separate services network 
(other than car road tax processing, which continues to be handled through the Lotto tenninals). Not all points 
of sale with a POS terminal offer all services provided by Lottomatica in Ital y. 
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GTECH WTTERY SEGMENT 

GTECH deli vers value added services and technology solutions to its customers worldwide. As a global leade r 
in the online lottery business, GTECH is a full service technology partner catering to all of the systems and 
support needs of online lottery operators worldwide. GTECH also operates several lotte ries in the Caribbean 
through its LILHCo subsidiary. GTECH provides instant ticket management systems to securely operate the 
instant ticket programs of more than 40 lottery jurisdictions. Although most lotteries look to GTECH for 
online transaction processing of instant tickets, GTECH entered into the instant ticket printing business in 2007 
and continues to grow that business through its subsidiary GTECH Printing Corporation. GTECH provides 
complete gaming systems technology to government-sponsored machine gaming venues. GTECH also 
operates in the high growth interacti ve gaming and sports betting segments of the global gaming market. 

CONTRACT AWARD PROCESS 

In the United States, lottery authorities generall y commence the contract award process by issui ng a request f o r 
proposals from various lottery vendors. The request fo r proposals usually indicates certa in requirements 
specific to the jurisdiction, such as the number of tenninals and breadth of services desired, the particular 
games which will be required, particular pricing mechanisms, the experience required of the vendor and the 
amount of any performance bonds that must be furn ished. After the bids have been evaluated and a particular 
vendor' s bid has been accepted, the lottery authority and tbe vendor generally negotiate a contract in more 
detailed tenns. Once the contract has been finalized. the vendor begins to install the lottery system. 

GTECH's marketing efforts for its lottery products and services frequently in volve senior management in 
addition to its professional marketing staff. These effort s consist primarily of marketing presentations to the 
lottery authorities of jurisdictions in which requests for proposals have been issued . 

Marketing ofGTECH's lottery products and services to lottery authorities outside the United States is often 
performed in conjunction with licensees and consultants with whom GTECH contracts for representation in 
specific market areas. Although generally ne ither a condition of their contracts with GT ECH nor a condition 
of their contracts with lottery authorities. such licensees and consultants often agree with GTECH to provide 
on-site services after installation of the online lottery system. 

After the expiration of the initial or extended contract term, a lottery authority in the United States general ly 
may either seek to negotiate further extensions or commence a new competitive bidding process. 
Internationally,lottery authorities do not typically utilize as fonnal a bidding process. but rather negotiate 
proposals with one or more potential vendors. 

From time to time, there are challenges or other proceedings relating to the awarding of the lottery contracts . 

GTECH'S LOITERY CONTRACTS 

GTECH serves online government sponsored lotteries under fac ilities management or product sa1es contractual 
arrangements which are described in more detail below. 
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Facilities Management Contracts 

GTECH's Facilities Management Contracts typically require GTECH to construct, install and operate the 
lottery system for an initial term, which is typically at least fi ve to seven years, and usually contain options 
permitting the lonery authority to extend the contract under the same terms and conditions for one or more 
additional periods, generally ranging from one to five years. In addition, GTECH's customers occasionally 
renegotiate extensions on different terms and conditions. 

GTECH's revenues under Facilities Management Contracts are generally a variable amount of monthly or 
weekJy service fees which are paid to GTECH directly from the lottery authority based on a percentage of such 
louery's gross online and instant ticket sales. The level of lottery ticket sales within a g iven jurisdiction is 
determined by many factors , including population density, tbe types of games played and the games' design, 
the number oftenninals, the size and frequency of prizes, tbe nature oftbe lottery's marketing efforts and the 
length of time the online lottery system has been in operation. 

Under GTECH's Faciliti es Management Contracts, GTECH typically retains title to the lottery system and 
provides its customers with the services necessary to operate and manage the lottery system. GTECH install s 
and commences operations of a lottery system after being awarded a Facilities Management Contract and, 
following the start-up of the loltery system, GTECH is responsible for all aspt!Cts ofthl! system's operations. 
GTECH typically operates lottery systems in each juri sdicti on on a stand-alone basis through the installation of 
two or more dedicated central computer systems, although in a few instances several jurisdictions share the 
same central system. In addition, in most jurisdictions GTECH employs a work force consisting of a site 
director, marketing personne l, computer operators, communications specialists and customer service 
representati ves who service and maintain most aspects of the system. 

Under certain of GTECH's Facilities Management Contracts the lottery authority has the right to purchase 
GTECH's lottery system (including the central system, terminals, software and communications network) 
during the contract term at a predetermined price, which is calcu lated so that it exceeds the net book value of 
the lottery system at the time the right is exercisable. In addition, some of GTECH's lottery contracts pennit 
the lottery authority to acquire title to GTECH's system-related equipment and software during the term of the 
contract or upon the expiration or earlier termination of the contract, in some cases (i.e .• were GTECH to 
materially breach or be unable to perform under certain circumstances) without paying GTECH any 
compensation related to the transfer oftbat equipment and software to the lottery authority. GTECH's role, if 
any, with respect to the continued operation of a lottery system in the event of the exercise of such a purchase 
option generally is not specified in such contracts and thus would be subjcct to negotiation. Under many of 
GTECH's Facilities Management Contracts, the lottery authority also has the option to require GTECH to 
install additional terminals andlor add new lottery games. Such installations may require significant 
expenditures by GTECH. However, since GTECH's revenues under such contracts generally depend on the 
level of lottery ticket sales, such expenditures have generally been recovered through the revenues generated 
by the additional equipment or games and revenues from ex isting equipment. 

Um1t:r a number ofGTECH's louery conlrdcts, in addition to constructing, installing and operating the lonelY 
systems in these jurisdictions, GTECH is providing a wide range of support services and equipment for tbe 
lottery'S instant-ticket games, such as marketing, distribution and automation of val idation, inventory and 
accounting systems, for which GTECH receives fees based upon a percentage of the sales of instant-ticket 
games. 

A list ofGTECH's Facilities Management Contracts is set forth on Table 2 of this report. 
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Product Sales Contracts 

Under Product Sales Contracts, GTECH constructs, sells. del ivers and installs turnkey lottery systems or 
lottery equipment and licenses the computer software for a fi xed price. and the lottery authority subsequently 
operates the lottery system. GTECH also sells additional tenninals and central compUlers to expand existing 
systems andlor replace existing equipment under Product Sales Contracts. 

In connection with GTECH's Product Sales Contracts, GTECH generally designs the lottery system, trai ns the 
lottery authority's personnel and provides other services required to make and keep the system operational. 
GTECH also generally licenses its software to its customers for a fixed additional fee. 

Historically, product sales revenues have been derived from the installation of new online lottery systems, 
installation of new software and the sale of lottery terminals and equipment in connection with the expansion 
of existing lottery systems. The size and timing of these transacti ons at times have resulted in variability in 
product salcs revcnucs from period to pcriod. 

A list ofGTECH's direct or indirect customers that since January 2008 have purchased (or have agreed to 
purchase) from GTECH new online lottery systems, software and/or terminals and equipment in connection 
with the ex pansion or replacement of existing lottery systems is set forth on Table 3 of thi s report. 

ONLINE PRODUCTS AND SERVICES 

A Suite of Solutions for Lotteries Worldwide 

GTECH's lottery systems consist of lottery terminals, central computer systems, communications and game 
software, and communications equipment which connect the termi nals and the central computer systems. The 
systems ' terminals are typicall y located in high-traffic retail outlets. such as newsstands. convenience stores, 
food stores. tobacco shops and liquor stores. GTECH's broad spectrum of solutions enables it to support 
lotteries at every stage of their development, from the smallest "start-up" to a fu lly matured operation . 

Terminals. GTECH designs, manufactures and provides the point-of-sale terminals used in its online lottery 
systems. GTECH's fIrst model terminals were introduced in 1985. Since then, GTECH has developed an 
entire suite of industry-leading flex ible retail solutions that support the wide range of retailer needs across a 
variety of retai l trade channels. This includes a family of clerk-operated terminals, player self-service 
terminals including instant ticket vending machines (ITVMs) and hand-held terminals, to support each unique 
lottery sales environment. A list ofGTECH's nVM contracts is set forth on Table 4 of this report. 

Software. GTECH designs and provides, or licenses from third partie.o;;, all applications solutions for its lottery 
systems. GTECH's highly sophisticated and specialized software is designed to provide the following 
characteristics: rapid processing; storage and retrieval of transaction data in high volumes and in multiple 
applications; the ability to down-line load (i.e., to reprogram the lottery terminals from the central computer 
installation via the communications system to add new games and other solutions); a high degree of security 
and redundancy to guard against unauthorized aecess and tampering and to ensure continued operations 
without data loss; and a comprehensive management infonnation and control system. GTECH's Enterprise 
Series has an open architecture that it believes sets the industry standard for the development, deployment, 
integration and support of next-generation online lottery solutions, including those which pennit sales of 
lottery products via secure infrastructure over the Internet, without compromising the integrity of the games . 
The open system architecture of the Enterprise Series allows lotteries to upgrade their systems, and integrate a 
broad spectrum of third-pany hardware and software solutions to achieve greater perfonnance. 
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Central Computers. Each of GTECH's lottery systems contains one or more central computer sites to which 
the lottery tenninals are connected. GTECH's central computer systems are primarily manufactured by [8M 
Corporation and Hewlett-Packard Company. The spec ifications for the configuration of its central computer 
installations are designed to provide continuous availability, a high throughput rate and maximum security_ 
Central computer installations typicall y include: redundant mainframe computers, various peripheral devices 
(such as magnetic storage devices, management lenninal s and hard copy printers), and various safety, 
environmental control and security subsystems (including back-up power supplies), which are all 
manufactured by third parties, and a microcomputer-based commun ication and switching subsystem. In 
addition, GTECH supplies management information systems that provide lottery personnel access to important 
financ ial and operational data without compromising the security of the online system. Based upon the 
development of its Enterprise Series, GTECH is able to integrate qualified third party software applications. 

Communications. GTECH's lottery tenninals are typically connected to the central computer installations b y 
dedicated communications channels. Due to the varying nature of telecommunications services available in 
lottery jurisdictions, GTECH has developed the capability to utilize and interface with a wide range of 
communications technologies to provide a reli able and secure data communications pathway between the 
lottery terminals and the central computers. These technologies include: VSAT, GPRS, COMA, EDGE, 
EVOO, OSL, Frame Relay, Cable, A TM, MPLS and FIOS. According to industry sources that GTECH 
regards as reliable, GTECH is also the largest single enterprise user of satellite technology for point-of-sale 
devices in the world. 

Games. An important factor in maintaining and increasing public interest in lottery games is the development 
of innovative and compelling new game content. In conjunction with lottery authorities, GTECH utilizes 
principles of demographics, sociology, psychology, mathematics and computer technology to design 
customized lottery games which are intended to appeal to the populations served by its lottery systems. The 
princ ipal characteri stics of game design include: frequency of drawing, size of pool, cost per play and setting 
of appropriate odds. GTECH believes' that its expertise in game design has enhanced the marketing of its 
lottery systems and has contributed to increases in the revenues of many of its customers. GTECH currentl y 
has a substantial number of variations of lottery games in its software library and new games under 
development. GTECH believes that this game library and the "know how" and experience accumulated by its 
professionals since its inception make it possible for GTECH to meet the requirements of its customers for 
specifically tai lored games on a timely and comprehensive basis. 

Marketing. In Facilities Management jurisdictions in which GTECH has been awarded a lottery contract, 
GTECH is frequently asked to assist the lottery authority in the marketing of lottery games to the public. 
Because GTECH revenues under Faci lities Management Contracts are based on a percentage of the lottery's 
gross online and/or instant ticket sales, the value ofGTECH's marketing efforts can have an impact in driving 
revenue for both GTECH and the lottery. The full breadth of marketing expertise and services are offered to 
support lottery efforts. Marketing assistance generall y includes: 

• Game Portfolio Management 
• Business Development 
• Marketing Development 
• Sales Development 
• Corporate Social Responsibility 
• Professional/Consulting Services 
• Retai ler terminal distribution and optimization, including utilization of GTECH's "GMark", a 

computerized marketing ana lysis system used to detennine optimal placement of lottery terminals in 
retail locations 
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• Market Research, including Focus Group Testing of new games and products. primary and secondary 
research studies, Annual Worldwide Playe r Survey, and Annual Customer Satisfaction Survey 

• Retail Expansion and Development. 

INSTANT TICKET PRINTING BUSINESS 

GTECH Printing Corporation (GPC) is a rapidly growing and technologically advanced instant game 
supplier. GPC has 43 customers worldwide. GPC also currently employs approximately 130 employees. As 
an end-to-end provider of instant tickets and related services, GPC specializes in the fast delivery of high
quality instant ticket games. With the industry's largest, fastest, and highest quality press and the utmost 
commitment to customer service. GPC seeks to provide customers with instant tickets as well as development 
of initial marketing plans throughout the processes of entire graphic design, programming, production, 
packaging, shipping and delivery. 

The Facility & Press 

GTECH Printing Corporation has invested over $45 million to create the most advanced instant game facility 
in the world. The facility is located in Lakeland, Florida, with access to all major highways and international 
shipping ports in Florida. GPC's Gallus press is capable of printing 48,000 tickets per minute and more than 11 
bill ion tickets annually. GTECH Printing has the capacity to package 90 million tickets per day. Engineered 
for maximum production flexibility, precision, security and speed, the new press features 22 individually 
servo-controlled stations for hi gh quality registration, color control, and bar code imaging. GPC' s in-line 
finishing technology is a multi-purpose system that aims to improve efficiency, enhances design capabilities, 
and allows for new games ideas to be entered into the market. 

GPC also has a backup facility located in Plant City, Florida. With these two facilities, GTECH·Printing now 
has approximately 20% of the world's instant game printing capacity. 

Instant tickets are sold at numerous types of retail outlets but most successfully in grocery and convenience 
stores. aTECH anticipates that new methods of distribution and game play including Internet-based 
promotions and games will provide additional growth opportunities. Government sponsored lotteries grant 
printing contracts on both an exclusive and non-exclusive basis where there is typically one primary vendor 
and one or more secondary vendors. A primary contract pennits the vendor to supply the majority of the 
lottery's ticket printing needs and includes the complete production process from concept development through 
production and shipment. It also typically includes marketing and research support. A primary printing 
contract can also include any or all of the following services: warehousing, distribution, telemarketing, and 
sales/field support . A secondary printing contract includes providing back up printing services and alternate 
product sources. It mayor may not include a guarantee of a minimum or maximum number of games. 

Instant ticket contracts are priced on a percent of lnstant ticket sales or on a price per unit basis and generally 
range from 2-5 years with extension opportunities. 
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GAMING SOLUTIONS SEGMENT 

The Group's Gaming Solutions segment operates and provides solutions, products and services related to video 
lottery tennina1s (VLTs) and associated systems for the government sponsored and commercial gaming 
markets. The Gami ng Solutions segment is the world's leading provider of central systems for government 
sponsored machine gaming programs and is a single source provider for online central system s, system design, 
jackpot and bonusing solutions. terminals and game-content. Gaming Solutions is typically compensated 
e ither on a "participation" basis whereby the Group retains the title to the equipment and receives a percentage 
of sales or "net win" per machine or on a product sales basis whereby the Group recei ves a purchase price for 
the equipment. 

The Gaming Solutions segment includes the Atronic group, a leading international provider of gaming 
machines, systems and game-content to commercial gaming operators in Europe, Asia and Latin America, and 
Spielo. a global leader in the video lottery markets focused on North America and Europe with an emerging 
presence in the U.S. commercial gaming markets. Both companies benefit from the increasing convergence of 
thc global gaming spaccs as thcy pursuc thc integration of thc ir technology and contcnt competencies. 

GTECH G2 SEGMENT 

Sinee the mid 1980's, GTECH has been providing certain customers with sports betting technology solutions. 
Since 2002, GTECH has been deli vering interacti ve solutions that allow its lottery customers to provide 
Internet, mobile and inleracti ve digital television aecess by the ir players. 

In 2007 GTECH acquired 100% of Finsoft Limited (a leading sports betting technology provider in Europe), 
and in 2008 acquired approx.imately 87.45% of Boss Media AB and its subsidiaries (a provider of digital 
gaming software and services for poker, casino and bingo), and 90% of St. Enodoc, the parent of St. Minver (a 
Gibraltar-based operator of white-label gaming services). Collectively, these subsidiaries form GTECH G2, 
whieh provides digitally-distributed, multi-channel gaming entertainment products and services, including 
sports betting, lottery, bingo, poker, casino games and quick games, as well as retail solutions for real-time 
transaction processing and information systems in the sports-betting market. 

GTECH G2 has over 700 employees in Europe and Asia. The segment has over 150 gaming or media 
customers operating under license in various European jurisdictions. The business model varies by product but 
is broadly a fi x.ed upfront and recurring licenses fee for sports betting technology, which varies by size 
(number of CPUslWeb Servers. seats per call center and retail POS), software integration and support fees (per 
diem). For games, online casino, poker and end-to-end sports book trading/risk management services, a 
revcnue share based on the Gross Gaming Yie ld (or GGY) is charged to the gaming operator/media company . 

GTECH G2 operates 4 poker networks in Europe with over 100,000 persons playing on these networks each 
day. It has 32 sports betting customers and over 50 bingo customers on Europe's third largest bingo network. 
Its online casino customers bandied more than €3 .S billion through 850 million wagers in 2009. The casino 
and games suite has also been leveraged to support leading server based machine gaming software, currentl y 
operating on more than 9,000 gaming machines in Central and Eastern Europe. 
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ENVIRONMENTAL COMMITMENTS 

Lottomatica's Environment Commitments in Italy 

The activities nonnall y managed by the Lottomatica Group in Italy can be defined as having low 
environmental impact. Neverthe less the Company recognizes the importance of supporting efforts on 
environmental issues together with those a lready undertaken in other areas of corporate social responsibility. 
Therefore. since 2008 Lottomatica has undertaken to finalize its own environmental policy and has 
commenced programs of monitoring and reducing the environmental consequences of its activities and 
products. The Group's programs are primarily related to locations in Italy and the United States, where 60% 
of the workforce is concenlTated, bm its commitments are relevant to all locations worldwide. 

The Environmental lniriarives of Louomatica 

In early 2009 Lottomatica identified the main impacts of its 2008 activities and those areas in which to focus in 
developing the environmental policy. On the basis of findings from this phase of analysis and preliminary 
evaluation. it is in the course of defining its environmental policy and a plan of action for the mitigation and 
safeguarding of the environment. 

A first step, already taken and whose consolidation was a priority in 2009, is the establishment of a systematic 
process and a structured collection and analysis of environmental data in order to make the measurement of 
performance reliable and efficient. 

The Identification of Impacts 

The main environmental impacts of Lottomatica 's activities are associated with use of paper as a raw material , 
energy consumption and transpon of persons and goods. The company is also responsible for consumption of 
water resources and for waste generation. These impacts are due to the activities of corporate offices, to play 
slips and other printing activities by Lottomatica 's subsidiary PCC Giochi e Servizi S.p.A., and to the 
management acti vities of the business . 

Environmental Impacts 

Use of resources 

• Paper 

• Combustible materials 

• Electricity 

• Water 

• Atmospheric emissions 

• Waste water discharges 

• Waste production 
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Identification of Areas of inte"'ention 

As a result of the identification of impacts and its init ial analysis of the available data, the Company identified 
the following areas of intervention in whic h it endeavoured to improve its environmenlai commitment during 
2009. 

Knowing and Managing 

• Structuring an efficient and reliable process for collecting and analyzing environmental data 

Reducing the Impacts 

• Efficient use of office paper and choice of ecological paper 
• Increasing waste collection in the offices 
• Introduction of rules for the efficient use of electricity 
• Purchase of a share of energy from renewable energy sources 

Invol vement and Awareness 

• Spread of best practices for an environmentally friendly office 
• Information on the environmental impacts oftbe Group's activities 
• Reduction of CO2 emissions: compensation of C02 emissions generated by production of the 

Lotto Game play slips through reforestation activities in a national park. according to the 
principles of Kyoto Protocol. 

GTECH's Environmental Commitments 

GTECH is committed to minimizing its impact on the environment as it carries out its activities around the 
world and continually stri ves to improve its environmental goals. 

Guiding Principles 

GTECH Corporation is committed to: 

• Conducting our operations in a manner that protecis the environment, our employees and our 
neighbors. 

• Complying with all laws. regulations and permits applicable to our products and operations. and with 
our own more stringent standards whenever necessary to implement thi s policy. 

• Applying continual improvement and pollution prevention principles to cost-effectively reduce the 
environmental impacts of our manufacturing processes and of our products. 
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• Establishing and regularly reviewing environmental objecti ves and targets. 

• Making available to the publ ic the environmental performance of OUf operations. 

• Ensuring that OUf employees have the knowledge, resources and authority to implement these guiding 
principles. 

• Continuing GTECH's compliance with the RoHS (Restriction of Hazardous Substances) regulations 
implemented by the European Parliament and Council Directive on the Restrictions of the Use of 
Certain Hazardous Substances in Electrical and Electronic Equipment (2002l951EC), in order to: 

Protect human health and the environment by restricting the use of certain 
hazardous substances in new equipment; and 

Complement the Waste Electrical and Electronic Equipment (WEEE) Dinx:live 
(2002l961EC). 

In 2008, GTECH implemented a new corporate initiative named "GREEN: A GTECH Pledge", with the 
straightfo rward and simple mission statement : To help reduce waste and protect the environment. This 
program is intended to promote e nvironmentally-friendly habits at all GTECH sites and subsidiaries 
worldwide, and is undertaking to increase awareness by its employees on the best practices of energy saving 
and resource conservation, recycling procedures and overall protection of the environment. GTECH created a 
"Green Committee" comprised of e mployees who will continuall y look for ways to save energy and promote 
e nvironmental responsibility. 

In its Rhode Island faci lities, the environmental measures that have been taken by GTECH include the 
following: 

• Recycling of white paper and cardboard; hardware in information technology and in manufacturing; 
metals and cardboard in the production process; lamps and fluorescent tubes; grease; bottles and cans; 
and batteries; 

• Reduction of trash sent to landfill by 8% as compared to 2008; 
• Intelligent management of market fluctuations when purchasing energy used at its premises; 
• Elimination of all Styrofoam products at its cafes, including ceasing use of disposable and paper 

beverage cups and replacement of them with recyclable and reusable mugs; 
• Reducing paper usage by programming all copy machines to print documents double-sided; 
• Reducing use of colored ink by printing in black and white where possible; 
• Distributing infoonation to new employees via electronic media, as opposed to paper handouts; 
• Installing timers to shut down hi gh-energy use areas overni ght; 
• Applying automatic energy conservation settings to company desktop computers; application to laptop 

computers still in testing phase. but anticipated roUout in 2010; 
• Partnering with local recyclers to collect and recycle used personal and business computers and 

electronics; 
• Installation of a secure bike rack to encourage employee commuting by bicycle/scooter; and 
• A GREENovation Contest that offered rewards to OTECH e mployees for innovative ideas 

implemented as part of the GREEN GTECH pledge. 
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In building new facilities. GTECH has sought to use energy saving lighting systems. air conditioning plants, 
electrical circuits and materials with a high energy efficiency facto r. Its new Data Processing Center in West 
Green wich, Rhode Island was designed according to these parameters. 

GTECH's manufacturing facilities comply with all applicable laws and regulations, including RoHS. They do 
not generate any harmful waste, whether chemical or in the air. Further, GTECH has converted from 000-

biodegradable bubble wrap and Styrofoam peanuts to biodegradable packaging material for shipment of certain 
equ ipmem such as spare parts. 

GTECH's instant ticket printing subsidiary, GTECH Printing Corporation (GPC), uses 100% recyclable paper, 
none of which are designated as hazardous waste. Its printing facility exceeds the compliance of aU state and 
federal air and water regulatory bodies, and its primary and backup fac ilities do not discharge any process 
liquids. OPC has : 

• Eliminated the use of all solvent based overprint inks with the conversion to water-based systems; 
• Rcplaccd all solvent-based graphic inks with Ultraviolct Cured graphic ink systems; 
• Developed and implemented the use of a 100% water based system for base coat and overprint coating 

systems; 
• Replaced all solvent-based security seal and release varnishes with UV-curable systems; 
• Replaced its solvent-based plate making system with an all digital process; and 
• Entered into agreements to recycle 100% of its offset printing plates. 

As a result, GPC has reduced its Volatile Organic Compounds (VOC) emissions to less than 20% of the 
current maximum operating limit allowed, and in fact has reduced its emitted VOCs even further with the 
development of a water based black scratch off system. 
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SIGNIFICANT CONTRACT DEVELOPMENTS 

Developments During 2009 

In March 2009, GTECH entered into a contract amendment with the Tennessee Education Lonery Corporation 
to continue providing online lottery technology, as well as new self-service products and related services, for 
an additional four (4) year period, commencing in April 20 II . 

In March 2009. GTECH signed a three year contract extension to continue to provide on line lottery 
technology, as well as additional self-service and multimedia products, fo r the Minnesota Lottery. GTECH 
expects to commence receiving revenues under the contract extension in February 2013. 

In April 2009, GTECH announced that it had been chosen by the Arizona Lonery to provide a new instant 
ticket product management and distribution system and related services. The fi ve year contract. whic h 
followed a competitive procurement. commenced in January 2010 and provides for fi ve one-year extension 
options. 

In May 2009, following a competiti ve procurement, GTECH entered into a contract with Societe de la Loterie 
de la Suisse Romande for the implementalion of a comprehensive interactive gami ng platform. GTECH will 
also provide four (4) years of ongoing support services. 

In May 2009, GTECH's subsidiary, GTECH Printing Corporation, entered into a three (3) year, secondary 
instant ticket printing services contract with the Massachusetts State Lottery Commission. The contract, which 
followed a competitive procurement, has two one-year extension options. 

In June 2009, following a competitive procurement. GTECH signed a seven-year integrated services contTact 
with thc Ncw York Lottcry to providc ncw online lottcry solutions and services. The Lottery has the option to 
extend the contract for an additional three years. Final approval was granted in September 2009. GTECH 
expects to commence receiving revenues under the contract in June 2010. 

In June 2009, GTECH Printing Corporation announced that the Arizona Lottery had chosen it for instant ticket 
printing services. The five (5) year contract. which followed a competitive procurement provides for five one
year extension options. 

In July 2009, GTECH Printing Corporation entered into a contract with Loteria Nacional de Nicaragua for 
instant ticket printing services. The two (2) year contract followed a competitive procurement. 

In July 2009, GTECH entered into a contract amendment with the Wisconsin Lottery to continue providing 
onl ine lottery technology and services for an additional two (2) year period ending in June 2013. 

In August 2009, GTECH entered into a contract with the North Carolina Education Lottery to continue 
providing online lottery technology and services, at; well at; new products, for an additional fou r (4) year period 
ending in March 2017. 
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In September 2009, GTECH entered into a contract amendment with Washington's Lottery to continue 
providing online lottery technology and ongoing services, as well as new self-service produc ts and software 
enhancements, for an additional four (4) year period ending in June 2016. 

In September 2009, GTECH entered into a contract amendment with the Oregon State Lottery to continue 
providing video lottery central system technology and services for an additional two (2) year period ending in 
October 2012. 

In October 2009. GTECH entered into a contract amendme nt with the California Lottery to continue to provide 
gaming system equipment and related services for an additional one (1 ) year period ending in October 2014, as 
well as new messaging devices and enhanced player services. 

In October 2009, GTECH entered into a contract amendment with the Arizona Lottery to continue providing 
online lottery technology and ongoing services for an additional three (3) year period ending in August 20 14. 

In October 2009, GTECH Global Lottery SLU and Spain ' s leading integrated logistics operator, Logista SA., 
e ntered into a contract with Organizacion Nacional de Ciegos de Espana (ONCE) to provide end-to-end lottery 
technology, marketing services, logi stics and retailer services far a complementary retailer network . The joint 
venture created by GTECH and Logista was awarded a multi-year contract following a competiti ve 
procurement. The contract, which is subject to positive verification of related game regulation modifications 
by the Protectorate Board, the government administrative body that supervises relevant acts of ONCE, wi ll 
continue through December 2020. 

In October 2009, following a competiti ve procurement, GTECH signed a contract to provide the Atlantic 
Lottery Corporation in Canada with 3,000 IMAGINETM online lottery tenninals and messaging display 
technology. 

In October 2009, Lottomatica's subsidiary, Spielo Manufacturing ULC, entered into a contract with Gamenet 
S. p.A. in Italy to provide a new server-based gaming central system, retailer tenninals, several thousand video 
lottery terminals (VLTs), game content and services, under a multi-year agreement. Operations are expected 
to commence in the fi rst half of 20 I O. 

In November 2009, GTECH Printing Corporation was selected to provide instant ticket services to TIPOS 
natiana1 lottery company, a.s. in the Slovak Republic. The ten year contract commenced in November and was 
the result of a competiti ve procurement. The contract has unlimited options for extensions. 

In November 2009. Spielo Manufacturing ULC signed a seven year extension of its c urre nt video lottery 
terminal (VLT) participation agreement with the New York Lottery, The contract extension will commence on 
January 1, 20 11 and will run through December 31, 20 17. 

In November 2009, GTECH Printing Corporation was awarded a two year instant ticket printing services 
contract with the Wisconsin Lottery. The contract, which is the result of a competitive procurement, 
commenced in November 2009. In addition to the initial two year term, the contract has three one-year mutual 
contract extensions. 
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tn November 2009, GrECH signed a five-year and five-monlh contract with the Maryland State Lottery 
Commission to suppl y, operate and support the central system that will monitor as many as 15,000 video 
lottery terminals at up to five casinos as part of the state's new gaming program. The contract, which followed 
a competiti ve procurement, was approved by the Maryland State Lottery Commission, the Maryland 
Department of Information Technology and, in January 2010. by the Maryland Board of Public Works. thus 
finalizing the agreement. The central system is expected to be operational by mid-20ID. The contract includes 
the potential for a fi ve-year extension. 

In December 2009. GTECH signed a three year contract extension to provide additional lottery terminals and 
services to Boldt Gaming SA, which in tum wi ll provide such products and services to Instituto Provincial De 
Loterias Y Casinos (IPLC) of the Province of Buenos Aires in Argentina. The contract between IPLC and 
Boldt Gaming, and the contract between Boldt Gaming and GTECH, have been extended through November 
20 12. 

In December 2009, GTECH signed a contract amendment with Washington's Lottery for the provision of 
GTECH's latest self-service lottery vending machine, Gcmini™, as wel l as additional instant ticket vending 
devices and multimedia technology. GTECH expects to complete the installation of the equipment by 
November 2010. 

Developments After the Close of 2009 

In January 20 10, GTECH signed a five-year contract extension with SAZKA, a.s., the operator of lottery and 
betting games in the Czech Republic, to continue providing online lottery products and services, as well as 
install and operate a new IP-telecommunications network. The contract extension will commence on January 
1,201 8. 

In February 20 I 0, Lottomatica announced that GTECH Printing Corporation was chosen as the primary instant 
ticket vendor for the New Mexico Lottery. The contract award was the result of a competiti ve procurement 
and is anticipated to commence in March 20 10. The term of the proposed contract will be four (4) years with 
four (4) one-year extension opLions available. 
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Table 1 Italian Concessions 

The table below sets forth Lottomatica's Italian Concessions as of December 3 1, 2009. 

Holder Pumose Date of Date of Expiration of Current Extension 
Commencement Current Contract Options! 

of Current 
Contract l 

Lottomatica Activation and operation of March 1993 June 2016' NO( renewable 
Group the network for the Lotto 
S.p.A. Game 

Consorzio Operation of the National October 2003 March 14,2010 for Renewable 
Louerie Lotteries for instant and lotteries with periodic 
Nazionali periodic drawings drawings - May 30, 

20 I 0 for lotteries with 
instant drawings 

Consortia Experimental Operation - as November 2006 October 2009 Not Applicable 
Lotterie central operator - of the on-
Nazionali line Scratch and Win 

Lotteries 

Lottomatica Activation and uperation of July 2004 October 2010 Renewable only 
Vide%t the network for the telematic for I year at 
Rete S.p.A. operation of legalized AAMS discretion 

amusement with prize 
machine (Video Lotteries) 

Lottomalica Activation and operation of March 2007 June 2016 Not renewable 
Scommesse the network for sports 
S.r.l. gaming, toto betting and 

sports betting. operated 
through interacti ve channel 
also for the operation of 
Skill Games. No. 4032 

Lottomalica Activation and operation of March 2007 June 2016 Not renewable 
Scommesse the new horse gaming, toto 
S.r.l. betting and horse betting. 

No. 4313 
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Holder Purpose 

Lottomatica Activation and operation of 
Seommesse the new horse gami ng, toto 
S.r.l. betting and horse betting. 

No. 4803 

LoUomalica Activation and operation of 
Seommesse sports betting. Seventeen 
S.r.l. concessions' 

Lottomatica Activation and operation of 
Scommesse horse betting. Seven 
S.r.l. concessionsJ 

Toto Activation and operation of 
Carovigno horse betting. Concession 
S.p.A. No. 11 00 

Toto Activation and operation of 
Carovigno sports betting. Two 
S.p.A. concessions ' 

LS.ALPHA Activation and operation of 
s.r.!. horse betting. Seven 

concessions 1 

LS. ALPHA Activation and operation of 
S.r.!. sports betting. Nine 

concessions· 

/ABET S.r.l. Activation and operation of 
the network for sports 
betting. toto betting and 
sports heuing, operated 
through interacti ve c hannel 
also for the operation of 
Skill Games. No. 4113 
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Date of 
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of Current 
Contract l 

August 2009 

Macch 2009 
(only no. 3146) 

May 2009 
December 2009 
(only no. 3302) 

May 2009 
December 2009 
(only no. 1612) 

January 2007 

April and 
August 2007 

November and 
December 2008 

November 2008 

June 2009 
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Date of Expiration of Current Extension 
Current Contract O ptionsl 

June 20 16 Not renewable. 

June 2012 Not renewable. 

June 2012 Not renewable. 

June 2012 Not renewable 

June 2012 Not renewable 

June 20 12 Not renewable 

June 2012 Not renewable 

June 20 16 Not renewable. 
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Holder Purpose Date of 
Commencement 

of Current 
Contract' 

Date of Expiration of Current Extension 

LABEr S.d. Acti vation and operation of June 2009 
horse belting. One 
concession.' 

LABET S.r.l. Activation and operation of June 2009 
sports betting. Seventeen 
concessions.'o 

1 Reflects the dale upon which the contract became effective. 

Current Contract Options' 

June 2012 Not renewable. 

June 2012 Not renewable. 

1 Reflects extensions available to the governmental authority under the same terms as the current contract. 
J As discussed in Note 39 10 the Notes 10 the Consolidated Financial Statements concerning litigation, the indicated 
expiration date is under dispute with AAMS. 
"Concessions no. 3 146, 3 155, 3165, 3 169, 3 180, 3184, 3192, 3199, 3264. 3480. 3674, 3672, 3705, 3732, 3733, 3742 and 
3302. 
3Concessions no. 1038, 1045, 1055, 1056, 1058, 1062, 1239 and 1612 . 
• Concessions no. 3067 and no. 3673 also through interactive channel. 
lConcessions no. 1014, 1089, 1095, 110 1, 1106, 1120 and 11 9 1. 
• Concessions no. 3 173, 34 13, 3414, 3416, 3475, 3558, 3559, 3651 and 3751. 
9(:oncession no. 153 !. 
'lIConcessions no. 3064, 3065, 3066, 3103,3 119,3 167,3504,35 14,3515,3516,3517,35 19,3520,352 1, 3522, 3523 and 
362 1. 
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Table 2 Facilities Management Contracts 

Unless otherwise indicated, the table below sets forth the lottery authorities with which GTECH had 
Facilities Management Contracts as of Dece mber 31, 2009 for the installation and operation of lottery 
systems. and as to which GTECH is the sole supplier of central computers and tenninals and material 
services. The table also sets forth infonnation regarding the tenn of each contract and, as of December 
3 1. 2009, the approx imate nu mber of tenninals installed in each jurisdiction. 

Jurisdiction 

United States: 

Ari zona (2) 
Californ ia 
D.C. (4) 
Florida 
Georgia 
Illinois 
Kansas 
Ke ntucky 
Louisiana 
Michigan 
Minnesota 
Missouri 

New Jersey 
New York (5) 
North Carolina 
Oregon (6) 
Rhode Island 
South Dakota 
Tennessee 
Texas 
Virginia 

Washi ngton 
West Virginia 
Wisconsin 

International: 
Anguilla 
-LILHCo 

Approximate Date of 
Number of Lottery Commencement of 
Tenninals Installed (Il Curre nt Contract* 

2,700 November 2005 
21,400 October 2003 

600 June 1999 
13,700 January 2005 
8,800 September 2003 
7,300 April 2000 
1,900 July 2008 
2,800 April 1997 
2,800 June 1997 

11 ,100 January 2009 
3,100 June 2002 
4,600 December 2(X)4 

6, 100 January 2009 
16,400 November 2000 
6,000 January 2006 
3,500 October 2007 
1,200 January 1997 

620 August 2009 
4.950 January 2004 

17,300 October 200 I 
5,300 June 2006 

4,600 July 2006 
1,700 June 2009 
3,800 November 2003 

16 May 2007 
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Date of Curre nt 
Expiration of Current Extension 
Contract Tenn Options** 

August 20 14 
October 20 14 
November 20 10 
March 2011 
September 201 3 
October 2010 
June 2018 
June 2011 
June 2010 
January 20 15 
February 2016 
June 2012 

September 20 17 
August 2010 
March 2017 
November 2015 
June 2023 
August 20 14 
Apri l 201 5 
August 2011 
October 20 14 

June 2016 
June 2014 
June 2012 (7) 

May 2017 

2 one-year 
(3) 

2 two-year 

6 one-year 

3 one-year and 
additional 5 years 
Up to 3 years 

3 one-year 

5 one-year 

3 one -year o r 1 
three-year 

2 one-year 
l one-year (7) 
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Approximate Date of Date of Current 
Number of Lottery Commencement o f Expiration of Current Extension 

Jurisdiction Terminals Installed (ll Current Contract* Contract Tenn Options** 

Antigua/ 
Barbuda 
-LILHCo 50 September 1996 September 2016 

Argentina 
-Loteria National 900 November 1993 January 2010 
Soc iedad de l 
Est.do (8) 
-Boldt IPLC (8) 4 ,300 November 1999 November 20 12 

Barbados 
- U LHCo 240 June 2005 June 2023 

Bermuda Automatic 
- LILHCo annual renewal 

Chile 
- Polio Chi lena de 2,600 September 2008 August 20 16 Up to 24 months 
Beneficencia 

China 
- Beijing Welfare 2,180 February 2004 December 2015 Automatic 3 one-
Lottery year 
- Shenzhen 
Welfare Lottery 188 July 2005 December 20 15 

Colombia 
- ETESA (9) 5,000 December 1999 January 20 11 I five-year 
- Apuestas En 
Linea. S,A. 3,000 March 2007 September 2012 

Czech Republic 7,000 October 1992 December 20 17 (10) 
- SAZKA 

Dominican 
Republic 

- Loto Real Del 
Cibao, C.X.A. 1,000 August 2008 August 2028 
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Approximate Date of Date of Current 
Number of Lottery Commencement of Expiration of Current Extension 

Jurisdiction Terminals Installed (1) Current Contract· Contract Tenn Options*· 

Ireland 
-An Post Nat'l 3,700 June 2002 December 20 11 
Lottery Company 

Jamaica 
-Supreme 1,100 November 2()(X) January 20 16 
Ventures Limited 

Luxembourg 
-Loterie 530 June 2001 October 20 12 
NationaJe ( II ) 

Mexico 
·Pronosticos Para 9,400 September 2005 September 2012 1 two-year 
La Assistencia 
Publica 

Morocco 
-La Societe de 2,000 August 1999 August 20 10 Two year 
Gestion de la extension option 
Loterie Nationale 
and La Marocaine 
des Jeux et Les 
Sports 

Nigeria 
-National Sports 3,500 (12) November 2008 December 20 16 (12) 10 years (12) 
Lottery pic. 

Poland 
-Totalizator 11,700 May 200 1 December 20 11 l one-year 
Sportowy 

Slovak Republic 
-TIPOS a.s. 2,250 March 1996 December 20 13 

60 
DOCUMENT REDACTED BY TLC -124-10 



GROUP 
2009 Annual Report 

Approximate Date of Date of Current 
Number of Lottery Commencement of Expiration of Current Extension 

Jurisdiction Terminals Installed (I) Current Contract· Contract Term Options** 

St. KittsINevis 
-LILHCo 45 April 1996 Apri l 2016 

February 2004 ( 13) February 2014 (13) 1 ten-year (13) 

St. Maarten 
-LILHCo 47 September 2007 September 20 17 1 ten-year (14) 

Taiwan 
- Taiwan Sport 
Lottery Corp. ( 15) 900 April 2008 December 20 13 

Trinidad & 
Tobago 
-Natio nal 800 December 1993 September 20 11 
Lotteries Control 
Board 

Turkey 
·'l'urkish 4.070 Fehruary 1996 ( I~) ( 16) 
National Lottery 
(16) 

United Kingdom 
- The National 
Lottery (1 7) 29,000 February 2009 January 2019 

U.S. Virgin 
Islands 
-LILHCo 70 December 200 1 December 2011 2 fi ve-year 

* Reflects the date upon which the contract became effective. 

**Reflects extensions available to the lottery authority under the same terms as the current contract. 
Lottery authorities occasionall y negotiate extensions on different tenns and conditions. 

( I) Total does not include instant-ticket validation tenninals or instant ticket vending machines. 
(2) GTECH and the Arizona Lottery entered into a separate contract effective January 10.201 0 for 

the provision of an instant ticket management and distribution system and related services. The 
agreement will be for a 5 year tenn with 5 one-year extension options. 
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(3) At the end of the final extension option period. the contract will remain in effect under the same 
terms and conditions until either party provides at least 2 years nolice of termination. 

(4) Operated by Lottery Technology Enterprises. ajoint venture in which GTECH has a 1% 
interest, and to which GTECH supplies lottery goods and services. 

(5) In June 2009, GTECH executed a new integrated services contract with the New York Lottery 
to provide new online lottery solutions and services. Final approval was gramed in September 
2009. System conversion under the new contract is expected to occur in June 20 10. The term 
of the contract will be for a seven-year period following system conversion and will include an 
option by the Lottery to extend for an additional three years. 

(6) GTECH is also a party to a separate Video Central Computer System Lease entered into with 
the Oregon State Lottery Commission in November 1995. GTECH provides maintenance 
services pursuant to that agreement. The term of the agreement has been extended to October 
20 12. The parties may extend the agreement for an additional one ( 1) year period thereafter on 
mutual agreement. 

(7) Effective July 2009, the contract between GTECH and the Wisconsin Department of Revenue, 
Lottery Division, was extended to June 20 12. The amendment further provides that effective 
June 2012, the term or the contract will be extended to June 2013. 

(8) Under these contractual arrangements, the lottery authorities purchased the lottery system and 
related software license from GTECH at the commencement of the respective contracts. 

(9) GTECH's contract with the Colombia ETESA lottery authority is not a true faci lities 
management contract in that title to the equipment vests in ETESA at the end of the term. 

( 10) After the close of 2009, GTECH entered into a five-year contract extension with SAZKA, a.s., 
such extension to commence on January 1,2018. 

( I I) The Luxembourg lonery authority can extend the software license granted by GTECH for up to 
10 years after the end of the initial term and any extensions of the contract. No further 
extensions may be exercised after October 2012. 

( 12) The terminals in use in this contract are not GTECH terminals, but arethe National Sports 
Lottery's handheld terminals. GTECH's contract expires on the date of expiry of the National 
Sports Lottery 's license, which is in December 2016 with an option to extend for 10 years. 

( 13) Due to a form of devolution within the political structure of the twi n island federation of St. 
Kitts and Nevis, there is a separate license term fo r the island of Nevis which is not synchronous 
with the term applicable in St. Kitts. 

(14) The extension option for this contract may be exercised on mutual agreement of the parties. 
( 15) Operated by Taiwan Sport Lottery Corporation, ajoint venture in which GTECH has a 24.5% 

interest and to which GTECH supplies lottery goods and services. 
(16) The term of the contract with the Turkey lottery authority renews for successive one-year 

extension terms unless either party gives timely notice of non-renewal. In addition, the Turkey 
lottery authority has the option to assume responsibility for the provision of ce.rtain lottery 
services at any time after the second anni versary of system start-up. 

(17) Operated by Camelot Group pic on a facilities management basis. 
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Table 3 Product Sales Contracts 

The table below lists certain of GTECH's direct and indirect customers that since January 2008 have 
purchased (or have agreed to purchase) from GTECH new online systems, software and/or terminals 
and equipment in connection with the expansion or replacement of existing lottery systems. It does not 
include jurisdictions in which GTECH has a facilities management contract with the lottery authorities 
unless the product sale is set forth in a separate contract. 

Jurisdiction 
Argentina 

Australia 

Belarus 
Belgium 
Canada 

Czech Republic 
Denmark 
Finland 
France 
Georgia 
Germany 

Indiana 
Israel 
Lithuania 
Luxembourg 
Maryland 
Massachusetts 
Mauritius 
Netherlands 
New Zealand 
Pennsylvania 
Portugal 
Singapore 
Spain 

Switzerland 
Ukraine 
United Kingdom 
Virginia 

Customer 
Boldt - Instituto Provincial de Loterias y Casinos de 1a Provincia de 
Buenos Aires 
New South Wales Lotteries Corporation 
Lotterywest (flk/a Western Australia Lotteries Commission) 
Lotteries Commission of South Australia 
Sport-Pari 
Loterie Nationale de Belgique 
Atlantic Lottery Corporation 
British Columbia Lottery Corporation 
Western Canada Lottery Corporation 
SAZKA, a.s. 
Danske Spil AJS 
Veikkaus Oy 
La Francaise des Jeux 
Scientific Games Inc. 
Westdeutsche Lotterie GmbH & Co. 
Sachsisch Lotto ': GmbH 
Lotterietreuhandgesellschaft mbH Thiiringen 
Hoosier Lottery 
Mifal Hapayis 
UAB Olifeja 
Loterie Nationale 
Maryland State Lottery Commission 
Massachusetts State Lottery Commission 
Lottotech Ltd. 
Stichting De nationale Sporttotalisator 
New Zealand Lotteries Commission 
Scientific Games OES Online Entertainment Systems, Inc . 
Santa Casa de Misericordia de Lisboa 
Singapore Pools (Pte) Ltd. 
Organizacion Nacional de Ciegos Espanoles 
Temporary Union of Companies LogisTa.-GTECH UTE 
Loterie de la Suisse Romande 
Ukraine National Lottery 
Camelot Group pic. 
Virginia Lottery 
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Table 4 ITVM Contracts 

The table below sets forth the lottery authorities with which GTECH has ITVM Facilities Management 
Contracts ("FMCs'') . This table also provides (except where noted by footnote) historical information 
respecting the number of rrVMs that are currently in service. under various ITVM Product Sales 
Contracts ("PSCs"). Finally. the table below sets forth information regarding the tenn of each FMC, as 
well as the approximate number of ITVMs installed in each FMC jurisdiction, as of December 31, 2009. 

FMC 
Approximate Date of Date of 
Number of Commencement Expiration of Current 

or ITVMs of Current Current FMC Extension Jurisdiction PSC 
In Service FMC Contract* Contract Term Ontions** 

Arizona ( I) 850 

FMC (2) (2) (2) (2) 

California PSC 4,200 

Florida ( I) 1,000 

France PSC 575 

Georgia (I) 230 

Iceland PSC 25 
U1inois FMC 3,470 July 2004 September 20 I 0 I three-year 
Indiana PSC 1,570 
Italy PSC 500 

Kentucky FMC 1,500 December 2007 December 2010 (3) 2 one-year 
Luxembourg FMC 130 September 2005 October 2012 

Maine (4) 150 September 2004 June 201 1 

Maryland PSC 1,000 

Massachusetts PSC 2,200 

Michigan (I) 1,350 

Minnesota ( I) 11 0 

Missouri FMC 620 March 2007 June 2012 (5) 

New Hampshire PSC 250 June 2005 June 2010 
New Jersey (1) 200 

New York (6) 5,200 (6) (6) 

North Carolina FMC 660 January 2006 March 20 17 
Oregon PSC 500 

Pennsylvania PSC 3,800 

Rhode Island (I) 150 

Romania FMC (7) (7) (7) 
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FMC Approx imate Date of Date of 
Number of Commencement Expiration of Current 

or 
ITVMs of Current Current FMC Extension 

Jurisdiction PSC 
In Service FMC Contract* Contract Tenn Options*· 

Singapore Pools PSC (8) (8) (8) 

Slovenia FMC (9) May 2009 (9) 
South Dakota ( I ) 50 
Switzerland PSC 75 
Tennessee (I) 600 
Texas (I) 1,320 
Virginia (10) 2,000 June 2004 June 2011 3 one-year o r I 

three-year 
Washington FMC 1,000 November 2004 November 20 I 0 

( I) ( II ) 

Wisconsin (I) 500 

* Reflects the date upon which the contract became e ffective. 

**Rcflccts extensions available to the louery authority unde r the same terms as the current contract. 
Lottery authorities occasionally negotiate extensions on different tenus and conditions. 

(1) Represents ITVMs installed under an on-line lottery Facilities Management Contract. See 
Fac ilities Management Contracts table above for additional information. 

(2) See Footnote 2 of Table 2 . By amendment to the instant ticket management and distribution 
contract dated September 2009, the Ari zona LotteI)' elected to exercise certain options, 
including the provision by GTECH of ITVMs. 

(3) The contmct contains a different tenn for the lease of the equipment than for the contract term 
itself, running from the date of acceptance of the equipment with 2 one-year extensions at the 
option of the Kentucky LotteI)' Corporation. The current date of expiration of the equipmem 
lease is March 20 11. 

(4) GTECH's contract with the Maine Department of Administrative & Financial Services, Bureau 
of Alcoholic Beverages & Lottery Operations, is not a traditional facilities management 
contract, but rather is a lease agreement for a monthly fee in which GTECH provides related 
services. 

(5) The contract is renewable on a year·to·year basis following the initi al term on mutual agreement 
of the parties. 

(6) GTECH provides maintenance services for ITVMs whic h are owned by the New York lottery 
authority. The term of this agreement will expire with regard to certain ITVMs in June 2010 
when the new on-line system is full y implemented as determined on a month-to-month basis, 
and in June 2011 or when the new on-line system is implemented as determined on a month-to
month basis with regard to any non·interconnected ITVMs owned by the New York Lo ttery. 
The agreement may be extended beyond June 2011 for any non-interconnected ITVMs for a 
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period of up to I year. Any such extensions are subject to the prior approval of the New York 
State Attorney General and the State Comptroller. 

(7) GTECH and Campania Nationala Loleria Ramana SA entered into an ITVM Pilot Agreement in 
2008 for the provision of ITVMs for a tenn ending I3 weeks after completion of the installation 
of the ITVMs. The termina1s are in the process of being removed. 

(8) GTECH and Singapore Pools entered into an ITVM Pilot Agreement in February 2009 for the 
provision of ITVMs manufactured by Sadamel Ticketing Systems, a Swiss corporation for 
which GTECH Far East Pte. Limited is the world-wide distributor, for a term ending 52 weeks 
after the date of installation of the first ITVM. 

(9) GTECH and Loteria Siovenije, d,d . entered into a pilot agreement for the provision of ITVMs 
for a term ending 15 weeks after installation of the ITVMs has been completed. The ITVMs 
have not yet been installed. 

(10) T he Virginia Lottery entered into a seven-year contract with Oberthur Gaming Technologies 
Corporation (OGT) under which GTECH has subcontracted to provide 1,500 ITVMs and 
management of warehousing and distribution of instant tickets. Additionally, 200 ITVMs have 
been provided by GTECH under the Facilities Management Contract which is descri bed in 
Table 2. 

( II) In December 2009 GTECH amended its Lottery Gaming System contract with Washington's 
Lottery to provide for the supply of Lottery Vending Machines at each lottery retaile r at which 
an ITVM is currently installed. 
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LONG TERM INCENTIVE PLANS 

Long teon incentive plans adopted by Lottomatica in favour of directors andlor employees of Lottomatica 
and/or its direct or indirect subsidiaries provide for stock option grants and restricted stock awards to their 
directors, executives and key employees. The principal purpose of granting long·tenn incentives is to assist the 
Group in attracting and retaining directors, officers and other key employees, to provide a market competitive 
total compensation package and to motivate recipients to increase shareholder value by enabling them to 
participate in the value which has been created. Most of the plans are based upon three year perfonnance 
measurements, generally based upon Lottomatica's EBITOA. In general, the total value delivered is allocated 
65% to stock options and 35% to restricted stock, except for the plans approved during 2009 in which the 
value is allocated 35% to stock options and 65% to restricted stock. The following are summaries of the long 
tenn incentive plans in force as of December 31, 2009. 

Stock Option Plans 

2005 - 2010 PLans 
The September 21,2005 Extraordinary Shareholders' Meeting of Lottomatica also resolved to set December 
31, 2010, as the expiration date for the following subscriptions: 
• a maximum of€297,5S0, for a maximum of297,5S0 new ordinary shares, par value of€1 each, with ordinary 
rights, excluding the right of option under Article 244 1, paragraph 5, of the Italian Civil Code. To date 297,580 
options have been issued, of which 191,280 remain exercisable and 106,300 have been cancelled; 
• a maximum of€57,0 16, for a maximum of57,016 new ordinary shares, par value of€1 each, with ordinary 
rights, excluding the right of option under Article 244 1, paragraph 5, of the Italian Civil Code. To date none of 
the 57,016 options have been issued; 
• a maximum of€219,812, for a maximum of219,812 new ordinary shares, par value of€1 each, with ordinary 
rights, excluding the right of option under Article 2441, paragraph 5, of the Italian Civil Code serving to the 
exercise of 219,812 options assigned by Lottomatica., of which 95,336 remain exercisable and 124,476 have 
been cancelled. 

2006 - 2014 Plan 
The Lottomatica Board of Directors' Meeting of October 18, 2006 resolved to increase the share capital by a 
maximum amount of€ I,500,OOO by issuing up to 1,500,000 new ordinary shares with a par value of€1 each, 
with ordinary rights, excluding the right of option under Article 2441, paragraph 4, second sentence of the 
Italian Civil Code to be subscribed by December 3 J, 201 4, serving the exercise of 1,1 88,600 options assigned 
on the same date by the Board of Directors' Meeting and within the framework of the stock option plan 2006-
2014 reserved for employees of Lottomatica andlor its subsidiaries. As of December 31, 2009 there are 
690,509 options outstanding under the Plan. 

2007 - 20 J 5 PLan 
The Lottomatica Board of Directors' Meeting of May 3, 2007 resolved to increase the share capital against 
payments, in one or more tranches and in divisible fonn, by a maximum amount of€1 ,973,790 by issuing up to 
1,973,790 new ordinary shares with a par value of€1 each, with ordinary rights, excluding the right of option 
under Article 2441, paragraph 4, second sentence of the Italian Civil Code, to be subscribed by December 3 1, 
2015, serving the exercise of 1,973,790 options assigned on the same date by the Board of Directors' Meeting 
and not yet due within the framework of the stock option plan 2007-2015 reserved for employees of 
Lottamatica and/or its subsidiaries. other than 11 5,200 options that may be exercised prior to the vesting 
period pursuant to the resolution of the Lottomatica Board of Directors of December 11 , 2007. As of 
December 3 1,2009 there are 1,459,280 options outstanding under the Plan. 
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2008-2016 Plan 
The Lottomatica Board of Directors' Meeting of April 22, 200S resol ved to increase the share capital against 
payment, in one or more tranches and in divisible fonn, by a maximum amount of€2,3 18,045 by issuing up to 
2,3 18,045 new ordinary shares with a par value of€ l each, with ordinary rights, excluding the right of option 
under Article 2441 , paragraph 4, second sentence of the Italian Civi l Code, to be subscribed by December 3 1, 
2016, serving the exerci se of 2,3 18,045 options assigned on the same date by the Board of Directors' Meeting 
and not yet due within the framework of the stock option plan 2008-2016 reserved for employees of 
Lottomatica andlor its subsidiaries. As of December 3 1, 2009 there are 2, 133,662 options outstanding under 
the Plan. 

2009-2015 Plan 
T he Lottomatica Board of Directors' Meeting of July 30, 2009 resolved to increase the share capital against 
payment, in one or more tranches and in divisible form, by a maximum amount of€1,850,5 to by issuing up to 
1,850,510 new ordinary shares with a par value of€1 each, with ordinary rights, excluding the right of option 
unde r Article 244 1, paragraph 4, second sentence of the Italian Civil Code, to be subscribed by December 3 1, 
20 15, serving the ex.ercise of 1,850,5 10 opt ions assigned on the same date by the Board of Directors' Meeting 
and not yet due within the framework of the stock option plan 2009-20 15 reserved for employees of 
Lottomatica and/or its subsidiaries. As of December 3 1, 2009 there arc 1,840,220 options outstanding under 
the Plan. 

Restricted Stock 

(a) Executive Purchase of Shares at the Rights Offering Price 

The Lottomatica Board of Directors ' Meeting of August 29, 2006 resolved to increase the share capital against 
payment, in d ivisible form, by a maximum amount of€2,OOO,ooO by issuing up to 2,000,000 new ordinary 
shares with a par value of€ l each, with ordinary rights, excluding the right of option under Article 2441 of the 
Italian Civil Code, to be assigned by December 15,2007, to employees of Lottomatica and/or its subsidiaries 
for the price of€24A25 each. Of the 2,000,000 shares, 1,528,582 have been assigned with a sale restriction 
period ranging from one to three years from August 29, 2006 depending upon the employee' s position at 
Lottomatica or at its subsidiaries. The restriction has expired on August 29, 2009. 

(b) Share Allocation Plans (article 2349 oj the Italian Civil Code) 

- 2006-2011 Share Allocation Time Based Plan, Reserved for Employees of Lottomatica and/or its 
subsidiaries, approved by tbe Shareholders' Meeting of Lottomatica of Octoher 18,2006; 
- 2007-2010 Share Allocation Plan, Reserved for Employees of Lottomatica andlOl: its subsidiaries. approved 
by the Shareholders' Meeting of Lottomatica of April 23 , 2007 that, at the same time, empowered the Board of 
Directors for five years to increase the share capita l in one or more tranches by a maximum amount of 
€3,200,ooo by issuing up to 3,200,000 new ordinary shares, with a par value of€ 1 each; 
- 2008-20 II Share Allocation Plan, Reserved for Employees of Lottomatica and/or its subsidiaries, approved 
by the Shareholders' Meeting of Lottomatica of April 15, 2008 that, at the same time, empowered the Board of 
Directors to purchase a maximum number of Company owned shares equal to 10% of the share capital also 
avai lable for the implementation of the stock plans; 
- 2009-2013 Share Allocation Plan, Reserved for Employees of Lottomatica and/or its subsidiaries, approved 
by the Shareholders' Meeting of Lottomatica of July 2, 2009. 
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Originally Approved Grants 

The Board of Directors' Meeting of Lottomatica of October 18, 2006 resolved to assign up to 733. 125 of 
ordinary shares within the framework of the time-based plan 2006-20 II , of which the Board of Directors' 
resolved: 

On May 3 and December 11 ,2007 an increase in share capital, for an overall maximum nominal amount of 
€ 154,752 by issuing up to 154,752 new ordinary shares, with a par value ofEI each, with ordinary rights; 
On July 31 , 200S and on July 30, 2009, to assign an overall maximum amount of 192,645 Lottomatica 
owned shares. 

The Board of Directors' Meeting of Lottomatica of May 3, 2007 resolved to assign up to 285, 130 ordinary 
shares within the framework of the 2007· 2010 Share Allocation Plan, of which the Board of Directors ' 
resolved: 

On December II , 2007 and on April 22, 200S an increase in share capital, for an overall max imum 
nominal amount of€IOS,S42 by issuing up to IOS,S42 new ordinary shares, with a par value of€l each, 
with ordinary fjghts; 
On April 28. 2009 to assign a maximum amount of 67,337 Lonomatica owned shares. 

The Board of Directors' Meeting of Lottomatica of April 22, 2008 resolved to assign up to 286,916 ordinary 
shares within the framework of the 2008-20 11 Share Allocation Plan, of which the Board of Directors ' on 
April 2S, 2009 resolved to assign a maximum amount of 76.765 Lottomatica owned shares. 

The Board of Directors' Meeting of Lottomatica of July 30, 2009 resolved to assign up to 673.729 ordinary 
shares within the framework of the 2009-2013 Share Allocation Plan. 

Current Plan Balances 

As of December 31, 2009, the following numbers of shares are outstanding in each plan : IS8.557 in the 
framework of the time-based 2006-2011 , 62,332 ordinary shares in the framework of the 2007-2010 Plan, 
190,620 ordinary shares in the framework of the 2008-20 11 Plan and 669.976 ordinary shares in the 
framework of 2009-20 13 Plan. 
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PROCESSING OF PERSONAL DATA 

Article 34 of Legi slative Decree No. 196 of June 30. 2003. requires certain security measures to be taken in the 
event of the electronic processing of personal data, according to the procedures set forth in the technical 
specifications under Annex B to the law. Among these requirements is tbe one specified in letter (g) for "an 
updated Security Policy Statement" (DPS, Documento Programmatico sulla Sicurezza). 

DPS, in compl iance with the law, specifies the tech nical and organizational security measures adopted on the 
basis of risk analysis as well as task and responsibility distribution within the data processing structure in order 
to protect personal data regarding their correct storage and handling. 

Lottomatica Group S.p.A. regularly reviews and updates the DPS which it did most recently on March 31, 
2009 in accordance with Legislati ve Decree No. 196/03. 
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CONSOLIDATED STAT EMENTS OF FINANCIAL POSITION 

(thQu,mllds of euros) 

ASSETS 
Non _cur...,n! assets 

Systems. equi pment and other assets related to contracts. net 

Pmpeny. plum Ilnd equipment. net 

Goodwill 

Intangible assets. nel 

In ves tments in associates 

Other non--currem assets 

Non-current financial assets 

Deferred income taxes 

Total non-current assets 

C ur .... n! assets 

Inventories 

Trade and ()lher receivables 

Other c u rrent assets 
CUrrent fi nanCial assets 

Income lues receivable 

Cash and cash equivalents 

Total current assets 

Non...::urren t assets classified as held for sale 

TOTAL ASSETS 

EQUITY AND LlABILlTI.ES 

Equity attribu table to owners of the parent 

Issued capi tal 

Share premium 

T reasury shares 

Retained earnings 

Otner reserves 

Non-controlling interests 

Total equity 

Non-current liabilities 
Leng-Ienn debt. less cWTelll poRion 

Deferred income lues 

Leng-term provisions 

Other non...::urrent liabi lities 

Non-current financial liabil ities 

Total non-currenl lia bilities 

C urren t liabilities 

Accounts payable 

Shon -term borrowings 

O ther current l iabilities 
C urrent financial liabil ities 

Current poRion of long-term debt 

Shon-Ierm provisions 

Income tues payable 

Total curn nt liabilities 

TOTAL EQUITY AND LLABlLlTIES 
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December 31. 
Not~s 20W 200K 

, 774.558 758.7 17 

• 88.522 86.023 
10 3,006.783 3.074,57 1 

" 822.886 847.281 

443 6.093 

\3 22,692 2 1,380 

I' 7,309 390 

15 6.030 23.633 

4.729.223 4.8 18.088 

I. 134.080 129.560 
17 79 1.803 773.595 
13 6 1.577 65,160 

I' 4 ,6 13 20.288 

8.068 5.654 

I' 469.335 109.274 

1,469,476 1.10353 1 

I' 5.890 7.456 

6.204.589 5.929.075 

172,015 152,287 

1,404,2~2 1,139,071 

(63.502) (73, 184) 

66,807 95 .647 

20 258,162 277.583 
1,837,734 1.591,404 

59.073 58,428 

\,896,807 1.649,832 

21 2,621,990 2 ,573,802 

15 134.127 229.62 1 

22 22,970 27.042 

23 55. 184 48.339 

I' 142,317 134,604 

2,976.~88 3.013,408 

905.677 800.633 
2 1 5,079 60,848 

23 270.564 278,75 1 

I' 59.885 12.741 

2 1 67.186 61, 109 

22 1.858 2,276 

20,945 49,457 

1.33 1,1 94 1,265,835 

6.204,589 5,929,075 
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LOTIOMATICA GROUP AND SUBSIDIARIES 
CONSOLIDATED INCOME STATEMENTS 

For the l ear ended December 31 

(thousands of euros) Notes 2009 2008 

Service revenue 2,015,452 1,818,267 

Product sales 161,405 240,673 

Total revenue 7 2,176.857 2,058,940 

Raw materials, services and other costs 24 1,052,429 991,247 

Personnel 25 428,305 410,513 

Depreciation 26 236,60 1 225,461 

Amortization 27 94,400 86,095 

Impainnenl loss 28 76,025 100,778 

Capitalization of internal construction costs - labor and overhead (77,324) (95, 149) 

Total costs 1,810,436 1,7 18,945 

Optraiing income 7 366,42 1 339,995 

Interest income 3,468 10,955 

Equity loss (1,833) (1,825) 

Other income 4,172 6,193 

Other expense 29 (16,690) (2,699) 

Foreign c.Kchange gain (loss), net 30 (15,824) 10,352 

Interest expense 31 (151,5 18) (1 77,555) 

(1 78,225) (1 54,579) 

Income before income tax expense 188, 196 185,416 

Income lax expense 15 75,842 47,546 

Net income 11 2,354 137,870 

Attributable to: 

Owners of the parent 68,149 93,748 

Non-conlrolling interests 44,205 44,1 22 
112,354 137,870 

Earnings per sharelADRs 

Basic - net income attribUlable to owners of the parent 32 € 0.45 € 0.62 

Diluted - nel income attributable to owners of the parent 32 € 0.45 € 0.62 
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LOITOMATICA GROUP AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

(thousands of euros) 

Net income 

Other comprehensi\'c income 
Net gain (loss) on interest rate swaps (cash flow hedges) 

Income tax benefit (expense) 

Amonization of gain on interest rate swap on discontinued cash now hedge 

Net gain (loss) on derivative instruments (cash fl ow hedges) 

Income tax benefit (expense) 

Net gain (loss) on available-for-sale financial assets 

Net gain (loss) on translation of foreign operations 
Income tax benefit (expense) 

Other comprehensive loss for the year, net of tax 

Total comprehensive income (or the year, net of tax 

Attributable 10: 

Owners of the parent 

Non-controlling interests 
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For the year ended December 31 

2009 2008 

112,354 

20,859 

(7,712) 

13,147 

(570) 

( 1,047) 

315 

(732) 

(78) 

(30,013) 

7,5 14 

(22.499) 

(10,732) 

101,622 

57,417 

44,205 

101,622 

137,870 

(62,641) 

22,7 16 

(39,925) 

(570) 

1.192 

(585) 

607 

88 

51 ,621 

(14,984) 

36,637 

(3,163) 

134,707 

90,585 

44,122 

134,707 
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LOTTOMATICA G ROUP AND SVBSIDIA RIFS 
CONSOLIDATED STAT EM ENTS OF CASH F LO WS 

(,hous""ds of euros) 

Operating "ct;"' iti~ 

Income before income lax e~pense 

Non-cash adjustments 10 reconcile income before income laX upense to net cash flows 
Depree-ia. ion 

In.angibtes a ,noniUllion 

Other amortiUltion 

Impairment loss 

Interest inco"., 
[merest e~pense 

Non-cash foreign exchange gain 

Share.1)as.ed paymenl e~pense 

Other non -cash items 

lllCome taX paid 
Cal;;h flo~ before c h a nges in operatin g a"""b a nd lia b ili ti"'!' 

Chang"" in Operating assets a"" liabiliri",,: 

In ventories 

Trade and o .her receivables 

Accounts payable 

Ad vance payments from CuStomers 

T axes OIher than income taxes 

Other assetS and liabmti~ 

Nel cash flow5 from o perating adiviti"'!' 

Investing acti .. itiH 
Purchases of systems. equ ipment and OIher assetS related to conrraclS 

Purchases of intangible assets 

Acqu;;;;t;on~ 

Acquisitions - cash acquired 

Purchases of property. plant and equipmem 

Other in ve$lmems 

Loans recei vable. net ofrepaymenlS 

Dynamite Design and Marketin8 Umited contingent consideration 

5 t Enodoc:: Hold ings Umited canringenl consideration 

TOio Carovigno S.p.A. advance and escrow refund (payment) 

Interest n:ccived 

rmsoft UmitOO contingent considerat io n 

ou., 
N.,I cash flows used in investing activ ities 

F inan cing »clivl,l.,,; 

Proc<::eds from issuance of Ions-reno deb. 

Proceeds from issuance of o rdinary share capital 

().,br issuance costs 

Share issuance costs 

Dividends paid - non-conU'O lling interesrs 

Net proceeds from (repaymem of) shon-Ienn borrowings 

Dividends paid 

Imcrest paid 

Princ ipal payments on long-term debt 

Proceeds from e~ercise of slOck options 

T CCIl$ury share purchases 
ou., 
Nel cash flows fro m (u 5ed in) rina ncing acti vit ies 

Net increase (decrease) in cash and cash cquivalents 

Erra ... of exchan ge rare c han8es 011 cash 

Cash and cash equivalents al the beginning of the year 

Cash and caJi h ""!u iva l.,nts a llhe ftld (l'the year 
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For the ~arended December 3 1 

2009 2008 

188.196 185,416 

236,60 1 225.46 1 

94.522 &6.276 

(122) ( l SI) 

76,025 100.77g 

(3.468) (10.955) 

151,518 177,555 

(3.]46) (16.336) 

'" 14.6&2 

20.048 7.575 

(I45.202! ~135.071) 

615.8S8 635.200 

(3,429) 35,513 

(24.5 14) (56.978) 

12 1.975 122.539 

( 16.%0) (43.914) 

(20.703) (35.5 16) 

23. 185 23.960 

695.442 "".SO< 

(253,059) (195,178) 

(102,775) ( 18,439) 

(44.137) (249.667) 

'" 39.6&9 

(15.848) (26.176) 

(3.07S) (6.187) 

(2.964) 

( 1.989) 

(1 82) 

4.62 1 (4.368) 

5.4 27 11.056 

( 13.4 15) 

(2.7961 2.305 

(417.]84) (460.3801 

750.000 763.440 

350.000 

(3.4 79) (9,] 13) 

(9 ,497) 

(43.560) (3 i.357) 

(49. 124) <4.542 
(100.940) (125.]93) 

( 153.776) (1 59.850) 

(653.8S7) (957.580) 

2.915 
(74.830) 

11.53S~ 293 
84.202 (546.933) 

362.460 (326.509) 

1.718 
434.065 

109.274 
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LOITOMATICA GROUP AND SUBSIDIARIES 
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the year ended December 31. 2009 

Attributable to owners of the earen! 

Other 

Issued Share Treasury Retained Reserves Non-Controlling Total 
(thousands of turos) Capital Premium Shares Earnings (Note 20) Total interests EQui ty 

Balance at January I, 2009 152,287 1,139,071 (73, 184) 95,647 277,583 1,591.404 58,428 1,649,832 

Net income for the year 68. 149 68. 149 44,205 112.354 

Other comprehensive loss ( 10.732) (10,732) ( 10.732) 

Total comprehensive income 68, 149 ( 10.732) 57.4 17 44.205 101.622 

Ordinary share capital issued 19,728 330,272 350,000 350,000 

Share issuance costs, net of€3A mi llion ortal( benefit (7.073) (7.073) (7.073) 

Swap liability associated with share issuance, net of€27.7 million of 
tax benefit (58.018) (58,01 8) (58.018) 

Dividend distribution (€0.68 per share) (Note 36) (100.940) (100.940) (100.940) 

Appropriation 0(2008 income in accordance with Italian law (77) 77 

Share-based payment (Note 35) 9 16 916 91 6 

Shares issued under stock award plans 9_682 (9.682) 

Dividend distribution (43.560) (43.560) 

Put/call option arising from business combination 4,169 4.169 4,169 

Other movements in equity ~14Q (141 ) ( l41) 

Balance at December 31, 2009 172,015 1.404,252 (63,502) 66_807 258. 162 1.837.734 59.073 1.896,807 
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LOTrOMATICA GROUP AND SUBSIDIARIFS 
CONSOLIDATED STATEl\lENT OF CHANGES IN EQUITY 
For the year ended December 31. 2008 (Restated) 

(thousands 0/ curos) 

Balance at l anuary I, 2008 

Net income for the year 

Other comprehensi ve loss 

Total comprehensive income 

Dividend distribUlion (€O.825 per share) (Note 36) 

Treasury share purchase plan 

Treasury shares purchased (3.943.022 shares) 

Appropriation of2007 iltOOme in accordance wi th Italian law 

Shares issued upon exercise of stock options 

Share-based payment (Note 35) 

Shares issued under stock award plans 

Dividend distribution 

Putlcall option arising from business combination 

Other movements in equity 

Balancc at Deccmber 31. 2008 
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Capital 

151.899 

233 

155 

152.287 

At tributable 10 owners of the ~aren l 

Shore Treasury Relll incd 

Premium Sh= Earnings 

1,574,956 75.471 

93.748 

9) ,748 

(56,471) (68,922) 

(456,926) 

74,830 (74.830) 

(77) 

2.682 

1.646 

(5.461) 

888 

1.139,07 1 F3. IM) 95,647 
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Other 

Reserves Non-Controll ing Total 

(Note 20) Total Interests Equity 

(1 14.277) 1.688,049 45, 142 1,733.19 1 

93,748 44.122 137.870 

(3.163) (3,163) (3. 163) 

(3. 163) 90.585 44.122 134,707 

(125.393) (125,393) 

456.926 

(74.830) (74.830) (74.830) 

77 

2.915 2.915 

14.682 14.682 14.682 

( 1.801) 

(31.357) (31,357) 

(5.46 1) (5,461) 

(31) 857 521 1,378 

277.583 1.591.404 58.428 1.649.832 
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LOTIQMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. Corporate information 

Lottomatica Group S.p.A. is one of the leading gaming operators in the world based on total wagers and. through its 
subsidiary GTECH Corporation, is a leadi ng provider of IOllcry and gaming technology solutions worldwide. The 
principal activities of the Group are described in Note 7. 

In these nOles, the lenn "Louomatica" refers 10 Loltomatica Group S.p.A., the parent entity, and its subsidiaries 
excluding GTECH; the term "GTECH" refers to GTECH Corporation and its subsidiaries; and the terms "Group, 
"we," "our," and "us" refer to Lottomatica and all subsidiaries included in the consolidated financial statements. 

Louomatica is a joint stock company incorporated and domiciled in the Republic ofItaly, and its registered office is 
located at Viale del Campo Boario, Rome, Italy. Louomalica is majority owned by the De Agostini Group, a century
old puhlishing, media, and financial services company and is puhlicly lraded on the Stock Exchange of Milan under 
the trading symhol " LTO". Lounmatica ha. .. a Sponsored Level I American Ocpmi tory Receipt (AOR ) program lisle(! 
on the United States over the counter market under the b'ading symbol "L TIOY". 

The consolidated financial statements for the year ended December 31, 2009 were approved for issuance in 
accordance with a resolution of the Board of Directors on March 3, 2010. On this dale, the Board of Directors also 
proposed to distribute a di vidend of €0.74 per share. 

2. Adoption of new and revised International Financial Reporting Standards 

The Group's accounting policies are consistent with those of the previous financial year except the Group adopted 
new, amended and revised International Accounting Standards Board (lASS) and International Financial Reponing 
Interpretations Committee (IFRlC) Standards and Interpretations as of January 1, 2009 as described below. 

[FRS Z Share-Based Payment: Vesting Conditions and Cancellations (Re.,ised) 
The Group adopted the Revised IFRS 2 on January 1,2009 that clarifies the definition of vesting conditions and 
prescribes the treatment for an award that is effectively cancelled because a non·vesting condition is not satisfi ed. 
TIle adoption of this amendment had no material impact on the financial positioll or performance of the Group. 

[FRS 7 FilUlIlcial Inslruments: Disclosures 
The Group adopted an amendment to IFRS 7 on Jan uary 1,2009 that requires additional disclosures about fair value 
measurement and liquidity risk. Fair value measurements related to items recorded at fair value are to be disclosed by 
source of inputs using a three level fair value hierarchy, by class, for all financial instruments recogni zed at fair value. 
In addition , reconcil iation between the beginning and ending balance for level 3 fa ir value measurements is now 
required, as well as significant transfers between levels in the fair value hierarchy. The amendme nt also clarifies the 
requirements for liquidity risk disclosures with respect 10 derivative transactions and assets used for liquidity 
management. The adoption of this amendment had no material impact on the financial position or performance of the 
Group. 

IFRS 8 Operating Segments 
The Group adopted IFRS 8 on January 1, 2009 that replaces lAS 14 Segment Reporting upon its effective date. IFRS 
8 requires disclosure ofinfonnation about the Group 's operating segments and replaces the requirement to determine 
primary (business) and secondary (geographical) repon ing segments of the Group. The IFRS 8 di sclosures are 
provided in Note 7, including the related revised comparati ve information. The adoption of this standard had no 
material impact on the financial position or perfonnance of the Group. 
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LOTrOMATlCA GROUP ANU SUBSIDiARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2. Adoption of new and revised International Financial Reporting Standards (continued) 

lAS 1 Presentation of Financial Statements (Revised) 
The Group adopted the Revised lAS I on January 1, 2009 thai requires owner and non-owner changes in equity to be 
separated. The statement of changes in eq uity includes only details of lfansactions with owners, with non-owner 
changes in equity presented as a single line. In addition. the Standard introduces the statement of comprehensive 
income: it presents all items of recognized income and expense, either in one single slatement, or in two linked 
statements. The Group has elected to presenl two statements . The adoption of this amendment had no malerial 
impact on the financial position or perfonnance of the Group. 

lAS 23 Borrowing Costs (Revised) 
The Group adopted the Revised lAS 23 on January 1,2009 that requires capitalization of borrowing costs that are 
directly attributable to the acquisition, construction or production ofa quali fyi ng assct The Group's previous policy 
was to expense borrowing costs as they were incurred. In accordance with the transitional provis ions of the 
amendment, the Group has adopted the standard on a prospective basis. Therefore, borrowing costs are capitalized on 
qualifying assets with a commencement date on or after January 1,2009. The adoption of this amendment had no 
material impact on the financial position or performance of the Group. 

lAS 27 Consolidated and Separate Financial Statements 
The Group adopted an amendment to lAS 27 on January 1, 2009 that requires all dividends from a subsidiary, jointly 
controlled enti ty or associate to be recognized in the income statement in the separate financial statement and will 
have to be applied prospecti vely. The new requirements affect only the parent's separate financia l statement and do 
not have an impact on the consolidated financial statements. 

LAS 32 Financial Instruments: Presentation and lAS 1 Presentation of Financial Statements - Puttable Financial 
Instruments and Obligations Arising on liquidation 
The Group adopted amendments to lAS 32 and lAS 1 on January 1, 2009 that allow a limited scope exception for 
puttable financial instrumenls to be classified as equity if they fulfill a number of specified criteria. The adoption of 
these amendments had no material impact on the financ ial position or perfonnance of the Group. 

IFRIC 9 Reassessment of Embedded Derivatives and lAS 39 Financial Instruments: Recognition and 
Measurement 
The Group adopted amendments to IFRlC 9 and lAS 39 on January 1,2009 that requires an entity to assess whether 
an embedded derivative must be separated from a host contract when the entity reclassifies a hybrid financial asset 
out of the fa ir value through profit or loss category. This assessmenl is 10 be made based on circumstances that 
existed on the later of the date the entity first became a party to the contract and the date of any contract amendments 
that significantly change the cash flo ws of the contract. lAS 39 now states that if an embedded derivative cannot be 
reliably measured, the entire hybrid instrument must remain classified as at fair value through profit or loss. The 
adoption of these amendments had no material impact on the fi nancial position or performance of the Group. 
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LorrOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2. Adoption of new and revised International Financial Reporting Standanls (continued) 

IFRIC 18 Transfers of Assets/rom Customers 

2009 Annual Report 

The Group adopted IFRIC 18 for trans fers of assets from cUSlOmers received on or after July 1,2009. The 
interpretation, which is particularly relevant to the util ity sector, provides additional guidance on accounting for 
transfers of assets from customers. II clarifies the requirements of IFRSs for agreements in which an entity receives 
an item of property, plant and equipment from a customer that the entity must then use either to connect the customer 
to a network or to provide the customer with ongoing access to a supply of goods or services (such as a supply of 
electricity, gas or water). The adoption or this interpretation had no material impact on the financ ial position or 
perfonnance of the Group. 

Improvements to IFRSs issued in May 2008 
In May 2008 the IASB issued an omnibus of amendments 10 its standards, primaril y with a view of removing 
inconsistencies and clarifying wording. There are separate transitional provisions for each standard. The adoption of 
the following amendments resul ted in changes to accounting policies but did not have any material impact on the 
financial position or performance of the Group. 

lAS I Presentation o(Financial Statements 
The Group adopted an amendment to lAS I on January 1,2009 clarifying that assets and liabilities classified as held 
for trading in accordance with lAS 39 Financiallnstrumellts: Recognitioll and Measurement are no t automatically 
classified as Current in the statement of financial position. The Group amended its accounting policy accordingly and 
analyzed whether management's expectation of the period of realization of financial assets and liabilities differed 
from the classification of the instrument. This did not result in any reclassification of fi nancial ins truments between 
current and non-current in the statement of financ ial position. The adoption of this amendment had no material 
impact on the financial position or performance of the Group. 

lAS 16 Property. Plant and Equioment 
The Group adopted an amendment to lAS 16 on January 1,2009 that replaced the teoo "net selling price" with "fair 
value less costs to sell" in the definition of recoverable amount. The adoption of this amendment had no material 
impact on the financ ial position or performance of the Group. 

lAS 20 Accounting (or Government Grants and Disclosures o( Government Assistance 
The Group adopted an amendment to lAS 20 on January 1,2009 requiring that the benefit of a government loan at a 
below-market rate of interest be treated as a government grant. The adoption of this amendment had no material 
impact on the financial position or performance of the Group. 

lAS 23 Borrowing Costs 
The Group adopted an amendment to lAS 23 on January 1,2009 that revised the de fi nition of borrowing costs to 
consolidate the two types of items that are considered components of "borrowing costs" into one, which is the interest 
expense calculated using the effective interest rate method calculated in accordance with lAS 39. The adoption of this 
amcndmCTII had no material impact on the financ ial position or performance of the Group. 

lAS 36 Imoairment of Assets 
The Group adopted an amendment to lAS 36 on January 1,2009 that requires when discounted cash flo ws are used to 
estimate "fair value less cost to sell", additional disclosure is required about the discount rate, consistent with 
disclosures required when the discounted cash flows are used to estirnaie "value in use" . The adoption ofthis 
amendment had no material impact on the financial position or performance of the Group. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2. Adoption of new and revised International Financial Reporting Standards (continued) 

lAS 38 Intangible Assets 

2009 Annual Report 

The Group adopted an amendment to lAS 38 on January 1.2009 that requires expenditures on advertising and 
promotional acti vit ies to be recognized as an expense whe n the Group either has the right to access the goods or has 
received the service. In addition, the reference (0 there being rarely, if ever, persuasive evidence to support an 
amortization method of intangible assets other than a straight-line method has been removed. The adoption of this 
amendment had no material impact on the financial position or performance of the Group. 

Other amendments resulting from Improvements to IFRSs issued in May 2008 to the following standards did not 
have any impact on the accounting IXllicies, financial position or performance of the Group. 

)it> IFRS 7 Finattciallnstrumettu: Disclosures 
)> lAS 8 Accounting Policies, Change in AccoUllling Estimates a"d E"ors 
,.. lAS JO Events after the Reporting Period 
,.. lAS 18 Rellenue 
,.. lAS 19 Employee Benefits 
,.. lAS 27 Consolidated and Separate Financial Statements 
,.. lAS 281nllestments in Associates 
). lAS 29 Financial Reporting in HyperinJlationary Economies 
,.. lAS 31 Interest in Joint Ventures 
,.. lAS 34 Interim Financial Reporting 
):> lAS 39 Fillallci411Ilslrumellls; Recogllilioll alld Measuremelll 
):> lAS 40 Inllestmenl Property 
,.. lAS 41 Agriculture 

3. Significant accounting policies 

3.1 Statement or compliance 

The consolidated financial statements of the Group have been prepared in accordance with International Financial 
Reporting Standards (IFRS) as adopted by the European Union. 

3.2 Basis or preparation 

The consolidated financial statements have been prepared on a hiStOrical cost basis, except for those items measured 
at fair value as disclosed in the accounting policies below. The consolidated fi nancial statements are presemed in 
euros and all values are rounded to the nearest thousand (£000) (except share and per share data) unless otherwise 
indicated. 

Format of the consolidatedfinancial SIatemellts 
The Group presents current and non-current assets, and current and non-current liabilities as separate classifications 
in its consolidated statements o f financial position. 

The consolidated income statements are presented u~ing a classification based on the nature of expenses, rather than 
based on their function of expense, as management believes this presentation provides info rmatio n that is more 
relevant. 
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LOTIQMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

3.2 Basis of preparation (continued) 

The consolidated statements of changes in equity include only details of transactions with owners, with non-owner 
changes in equity presented as a single line (i.e. comprehensive income). Comprehensive income is presented in two 
statements; a scparale income statement and consolidated statement of comprehensive income. 

The consolidated SlaiemenlS of cash flows are presented using the indirect method . 

3.3 Basis of consolidation 

Basis uf cOm'ulidiJlioR 
The consolidated financial statements include the fi nancial statements of Loltomalica and its subsidiaries as of 
December 31 each year. 

Subsidiaries are fully consolidated from the date of acquisition. being the dale on which the Group obtains control, 
and continue to be consolidated until the date that such control ceases. The financial statements of the subsidiaries are 
prepared for the same reponing period as the parent company, using consistent accounting polic ies. All intra-group 
balances, transactions, income and expenses, unrealized gains and losses and dividends resulting from intra-group 
transactions are e liminated. 

Non-controlling interests represenllhe ponion of profit or loss and net assets nOI held by the Group and are presented 
separately in the consolidated income statement and within equity in the consolidated statement of financial posilion, 
separately from parent shareholders' equity. Acquisitions or non_controlling interests are accounted for using the 
entity method, whereby the di fference between the consideration and the book value of the share of net assels 
acquired is recognized in equity. 
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LOTIOMATICA GROUP AND SUBSIDIA RIES 

NOTES TO T HE CONSOLIDATED F INANCIAL STATEMENTS 

3.4 Reclassifications 

December 31,2008 consolidated slatement o/financial position 
The Group changed the December 3 1, 2008 Slaicment of financ ial position for the following: 

• To adj ust the presentation of foreign currency translation associated with the July 2. 2007 acquisition ofFinsoft 
Limittxltu properly renee! the functional currency as British pounds sterling; and 

• To offset deferred income tax assets and deferred income tax liabil ities in accordance with lAS 12 income Taxes. 

The effect of these reclassifications is summarized below. 

(thousands of euros) 
Finsoft adjustment: 
Assds 
Goodwill 
Intangible assets, net 

Equity 
Other reserves 

De!ened intfnne tax adjustment: 
Assets 
Defcrred income taxes 

Liahilili~ 

Deferred income taxes 

As 
Adiusted 

3,074,571 
847,281 

277,583 

23,633 

229,621 

The Group's principal accounting policies are described below. 

3.5 Business combina tions a nd goodwill 

December 31. 2008 
As Previously 

Reported Reclassification 

3,086,297 (11 ,726) 
853, 146 (5,865) 

295,174 (17,59 1) 

235,421 (211,788) 

441,409 (2 11 ,788) 

Business combinations are accounted for using the purchase method. The cost of an acquisition is measured as the 
fair value of the assets given, equity instrumems issued and liabi lities incurred or assumed althe date of exchange, 
plus costs directly attributable to the acq uisition. Identifiable assets acquired and liabilities and contingent liabilities 
assumed in a business combination are measured initially at fair values at the date of acquisition, regardless of the 
extent of any non-controlling interest. 

For business combinations where the Group has a put option with respect to the non-controlling imerest shares, the 
Group determines whether it has a present ownership interest in those shares. If the Group determines that it has a 
present ownership interest in the shares, the acquisition is accounted for as an acquisition of those underlying shares 
and non-controlling interest is not recognized. The cost of the acquisition includes the estimated fair value of the 
liability to the non-controlling interest shareholders. Following the initial accounting, all changes in the carrying 
amount of the liabili ty are adjusted against goodwill , except for the un winding of the discount due to the passage of 
lime which is recognized in the income statement. 
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3.5 Business combinations and goodwill (continued) 

If the Group determines it does not have a present ownership interest in the non-controlling interest shares, the non
comrolling interest is attributed its share of profits and losses of the acquiree after the business combination. At each 
reporting date, the amou nt of the non-controlling interest is presented in the statement of financial position as a 
financia l liabi lity. Any difference between the present value of the amount payable 10 the minority shareho lders and 
the non-controlling interest is reclassified to equity. 

Goodwill is initially measured at cost, being the excess of the cost afthe business combination over the Group's 
share in the net fair value of the acquiree's identifiable assets, liabi lities and contingent liabilities. If the cost of an 
acquisi tion is less than the fair value of the net assets of the subsidiary acquired, the difference is recognized directly 
in the income statement. 

Following initial recognition, gooclwill is measured at cost less accumulated impairment loss. For the purpose of 
impairment testi ng, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the 
Group's cash-generating units, or groups of cash-generating units, that are expected to benefit from the synergies of 
the combination, regardless of whether other assets or liabilities of the acquiree are assigned to those units or groups 
of units. 

Where gooclwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the 
goodwill associated with the operation disposed of is included in the carrying amount of the operations when 
determining the gain or loss on disposal of the operation. Goodwill disposed of in this c ircumstance is measured 
based on the relative values of the operation disjXlsed of and the portion of the cash-generating unit re tained. 

3.6 Investments in associates 

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest 
in a joint venture. Significant influence is the power to participate in the financial and operating policy decisions of 
the investee but is not control or joint control over those policies. The Group's investments in associates are 
accounted for using the equity method of accounting, except when the investment is classified as held for sale, in 
which case it is accounted for in accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued 
Operations. 

Under the equity method, the investment in the associate is carried in the statement of financial position at cost plus 
post acquisition changes in the Group's share of net assets of the associate. Goodwill relating to the associate is 
included in the carrying amount of the investment and is neither amortized nor separately tested for impairment. The 
income statemenl reflects the Group's share of the results of operations of the associate. Where there has been a 
change recognized directly in the equity of the associate, the Group recognizes its share of any changes and discloses 
this, when applicable, in the statement of changes in equity. Unrealized gains and losses resulting from transactions 
between the Group and the associale are eliminaled to the extenl of the interest in the associate. 

The share of profit or loss of associates is included in equity income (loss) on the face of the income statement. This 
is the profit or loss attributable to equity holders of the associate and therefore is profit or loss after tax and non
controlling interests in the subsidiaries of the associates. 

The financial statements of the associate are prepared for the same reporting year as the parent company. Where 
necessary, adjustments are made to bring the accounting policies in line with those of the Group. 
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3.7 Interests in joint ventures 

After applicatio n of the equity method, the Group determines whether il is necessary lO recognize an add itional 
impainnem loss on the Group's investment in its associates. The Group determines al each reporting dale whether 
there is any objeclive evidence thallhe investment in the associate is impaired. If this is the case, the Group calculalcs 
the amount of impairment as the difference between the recoverable amount of the associate and its carrying value 
and recognizes the amount in the income statement. 

Upon loss of significant infl uence over an associate, the Gro up measures and recognizes any remaining investment at 
its fair value. Any d ifference between the carrying amount of an associate upon loss of signi ficant influe nce and the 
fai r value of the re maining investment and proceeds from disposal is recognized in the income stateme nt. 

A joint venture is a contractual arrangement whereby the Group and other parties undertake an econo mic activity that 
is subject to joint control. Joint control is whe n the strategic financial and operating policy decisio ns relating to the 
activi ties of the jo int venture req uires the unanimo us consent o f the parties sharing control. 

Joi nt venture arrangements that involve the establishment of a separate entity in which each venturer has an interest 
are re ferred to as jointly controlled e ntities. The Group reports its interests in jointly controlled e ntities using the 
proportionate consolidation method, except when the investment is classified as held for sale, in whic h case it is 
accounted for in accordance with IFRS 5 Non-current Assets Heldfor Sale and Discontinued Operations. The Group 
combines its proportionate share o f each of the assets, liabilities, income and expenses of the jo int venture with 
similar items, line by line, in ils consolidated fi nancial statements. The financial stateme nts of the joint venture are 
prepared for the same reponing period as the parent company. Adj ustme nts are made where necessary to bring the 
accounting policies in line with those of the Group. 

Adj ustments are made in the Group's consolidated financial statements to eliminate the Group's share of intragroup 
balances, income and expenses and unreali zed gai ns and losses on transactions between the Group and jointly 
controlled e ntities. Losses o n transactions are recognized immed iately if the loss provides evidence of a reduction in 
the net realizable value of curre nt assets or an impairment loss. The joint venture is proportionate ly consolidated until 
the date o n which the Group ceases to have joint control over the joint venture. 

Upon loss of joint control and provided the fonner jointly contro lled entity does not become a subsidiary or associate, 
the Group measures and recognizes ils remaining in vestme nt at its fair value. Any d ifference between the carrying 
amo unt of the former jo intly controlled entity upon loss of joint control and the fair value of the remaining investment 
and proceeds from d isposal is recognized in the income statement. When the re maining investme nt constitutes 
significant influence, it is accounted for as in vestment in an associate. 

3.8 Non-current assets held Cor sale and discontinued operations 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered 
principally through a sale transaction rather than lhrough continuing use. This condition is regarded as met only when 
the sale is highly pro bable and the non-current asset or d isposal group is available for immediale sale in its present 
condition. Management must be committed to the sale , which should be expected to q ualify for recognit ion as a 
completed sale within one year from the date of classification. Non-curre nt assets and disposal groups classified as 
held for sale are measured at the lower of carrying amo un! and fair value less costs to sell . Property, plant and 
equipment and intangible assets once classified as held for sale are not depreciated or amortized. 

85 
DOCUMENT REDACTED BY TLC -124-10 



GROUP--
2009 Annual Report 

LOITOMA TICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

3.9 Foreign currency translation 

The Group's consolidated financial statements are presented in curos, which is the Group's functiona l and 
presentation currency. Each entity in the Group determines its own functiona l currency and items incl uded in the 
fi nancial SlaiemcnlS of each entity arc measured using thai funct ional currency. 

Transactions and balances 
Transactions in currencies other than the entity's functional currency (foreign currencies) are initially recorded by the 
Group entities at the ir respective functional currency rates prevailing al the dale of the transaction. At the end of each 
reporting period, foreign currency monetary items are retranslated at the functional currency spot exc hange rate in 
effect at the reporting date. The resuhing foreign currency exchange differences are recorded in our consolidated 
income statement with the exception of differences that arise on monetary items that provide an effective hedge for a 
net investment in a foreign operation (such as intragroup loans where sett lement is neither planned no r li kely to occur 
in the foreseeab le future). These are recognized in other comprehensive income until the disposal of the net 
investment, at which time they are recognized in the income statement. Tax charges and credits auribulable 10 
exchange differences on those monetary items are also recorded in equity. 

Non·monetary items that are measured in terms of hislOrical cost in a foreign currency are translated using the 
exchange rates as of the date of the initia] transaction. Non-monetary items measured at fa ir value in a foreign 
currency are translated using the exchange rates at the date when the fai r value is determined. 

Foreign operations 
The assets and liabilities of foreign operations are translated into euros at the rate of exchange prevailing at (he 
reporting date and their income statements are translated at average exchange rates for the period. The exchange 
differences arising on the translation are recognized in other comprehensive income. On disposal of a foreign 
operation, the component of other comprehensive income relating to that particular foreign operation is recognized in 
(he income statement. 

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts 
of assets and liabili ties arising on the acq uisition are treated as assets and liabili ties of the foreign operation and 
translated at the closing rate. 

3.10 Revenue recognition 

Revenue is recognized to the extent that it is probable the economic benefits associated with the transaction will flow 
to the Group and the amount of revenue can be reliably measured. Revenue is measured at the fair value of the 
consideration received, excluding discounts. Specific recognifion criteria must also be met before revenue is 
recognized as discussed below. 

i..tJttery, gamillg, sports bettillg, ill/eractive, alld lIo,,·lotlery commercial tratuaclioll process;,'g services 
We generaJ ly conduct our business under three types of contractual arrangements: Operating Contracts, Facilities 
Management Contracts and Product Sales Contracts. 
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3.10 Revenue I"ttognition (continued) 

Operating contracts 
Certain of our revenue, primarily revenue from lta1ian Operations, are derived from operating contracts. Under 
operati ng contraclS, we manage all the activities along the lottery value chain including collecting wagers, paying out 
prizes, managing all accounling and other back-office functions, running advertising and promotions, operating data 
transmission networks and processing centers, training staff, providing retailers with assistance and supplying 
materials for the game. We also provide sports pools and sports belling services. Under sports pools arrangements, 
we manage the sports pool whereby the sports pool prizes are divided among those players who select the correct 
outcome. There are no odds involved in sports pools and each winner's payoff depends on the number of players and 
the size of the pool. We also set odds and assume risks under fixed odds sports betting contracts. 

Fees earned under operating contracts arc recognized as reve nue in the period earned and are classified as service 
revenue in our consolidated income statement when all of the following criteria are met: 

• Persuasive evidence of an arrangement exists, which is typically when a customer contract has been signed 
• Services have been rendered 
• Our fee is deemed to be fixed or determinable and free of contingencies or significant uncertainties 
• Collectibility is reasonably assured 

Under sports pools arrangements, we collect the wagers, pay prizes, pay a percentage fee to retailers, withhold our 
fee, and remit the balance to the respective regulatory agency. We assume no risk associated with sports pool 
wagering. We record revenue net of prize payouts, taxes, retailer commissions and remittances to state authorities, 
because we are acting as an agent to the authorities. 

In sports betting conU"acts, we establish and assume the risks related to the odds. Under fixed odds belling, the 
potential payout is fixed at the time bets are placed and we bear the risk of odds selling. We are responsible for 
collecting the wagers, paying prizes, and paying fees to retailers. We retain the remaining cash as profits. Under these 
arrangements, we record revenue net, calculated as total wagers less lhe estimated payout for prizes, because the 
belling contract is considered a derivative and is required to be recorded at fair value. Taxes and retailer commissions 
are shown as expenses. 

Facilitie.f management contract.f 

A substamial portion of our revenue is derived from facilities management contracts, under which we conS{fuct, 
install, operate and retain ownership of the online system. These contracts generally provide for a variable amOIIn' of 
monthly or weekly service fees paid to us directly from our customer based on a percentage of sales or net machine 
income. 

Fees earned under facil ities management contracts are recognized as revenue in the period earned and are classified 
as service revenue in our consolidated income statement when all of the following criteria are met: 

• Persuasive evidence of an arrangement exists, which is typicall y when a customer contract has been signed 
• Services have been rendered 
• Our fee is deemed to be fixed or determinable and free of contingencies or significant uncertainties 
• CoJlectibility is reasonably assured 

In instances where customer acceptance of the product or system is required, revenue is deferred until all the 
acceptance criteria have been met. 
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3.10 Revenue recognition (continued) 

Product sares contracts 
Under multiple element product sales contracts, we generally construct, sell, deliver and install a turnkey system or 
deliver equipment, and license the computer software for a fixed price. and our customer subsequently operates the 
system. Product sale conlraclS generally include customer acceptance provisions and general customer right .. to 
terminate the contract if we are in breach of the contract. 

Because product sales contracts include significant customizalion, modificalion and other services pri or to customer 
acceptance that are considered essemiallo the software inherent in our systems, revenue is recognized using contract 
accounting upon customer acceptance as long as the cost to deli ver remaining obligations or e lements to the customer 
can be reasonably estimated. Upon revenue recognition, sufficient revenue is deferred associated with estimated costs 
to de liver any remain ing e lements to the customer. Multiple clements are generally recorded as a singl e unit of 
accounting at an overall blended margin. Customer acceptance milestones typically coincide with phases of delivery 
resulting in a percentage of completion recognition of product sales revenues. Amounts due to us and costs incurred 
by us in constructing the system prior to customer acceptance are deferred. We recognize losses, if any, on fixed price 
contracts when the amount of the loss is probable and determinable. Revenue attributable to the system is classified 
as product sales in our consol idated income statement and is recognized upon customer acceptance as long as there 
are no substantial doubts regarding collectibility. 

Revenues attri butable to any ongoing services provided subsequent to customer acceptance are classified as service 
revenue in our consolidated income statement in the period earned, 

In certain product sale contracts (primarily the stand alone sale or louery or video lottery terminals and software 
deliverables that do not involve significant customization of software) where we are not responsible for installation, 
we recognize revenue when all of the following criteria are met: 

• Persuasive evidence of an arrangement exists, which is typically when a customer contract has been signed 
• The product has been delivered 
• Our fee is deemed to be fixed or determinable and rree of contingencies or significant uncertainties 
• Collectibili ty is reasonably assured 

In instances where customer acceptance of the product is required, revenue is deferred until any acceptance criteria 
have been mel. 

ror those product sale contracts not recognized under contract accounting, in instances whcrc post contract support 
(PCS) is included, up front revenue is deferred over the contracted PCS period if defined, or over the average 
expected customer relationship period if the pes period is not defined or not substantial, unless a fair value revenue 
amount is determinable. In the cases where a fair val ue revenue amount is determinable, that amount is deferred and 
recognized over the remaining contracted PCS period. 

Our typical payment terms under product sale contracts include customer progress payments based on specific 
contract milestones with final payment due on or shortly after customer acceptance. 
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3.10 Revenue recognition (continued) 

In those cases where we provide extended paymenl lcnns 10 our customer, we consider the standard business 
environment of the c ustomer and industry to determine if extended payment terms arc a common practice. W here 
extended payment terms are not OUf typical profile, terms that extend substantially beyond the dale the product is 
delivered, may resull in the necessity to defer revenue (no m Of e than 12 months payment extension would be 
acceptable), In such cases, it is presumed that the fee is nOI fi xed or determinable. In other cases where il is an 
industry practice to provide extended payment terms, we consider the impact of the extended payment lenns on the 
ability to reliably measure revenue and costs due to the time value of money, credit risk associated with the extended 
payment terms, the potential for fee reductions, and the risk of future concessions. Depending on these 
considerations, revenue recognition for transactions with extended payme nt terms may be pennitted whereby the 
nominal amount of the revenue is recorded at a discount to take into consideration the time value of money. We are 
nOl currently recording any revenue upfront. 

Non.lottery commercmi transaction processing services 

We offer high-volume transaction processi ng services oUlside of our core marke t of providing online lottery services 
that consist of the acquiring, processing and transmission of commerc ial non-lottery transactions. Such transactions 
include bill payments, electronic tax payments, ut ility payments, prepaid ceUular telephone recharges and retail-based 
programs. 

We earn a fee for processing commercial non-lottery transactions that is transaction-based (a fixed fee pee transaction 
or a fee based on a percentage of monetary volume processed). We recognize these fees as service revenue at the time 
a transaction is processed based on the nel amount reta ined. 

Deferred revenue and liquidated damage assessments 

Amounts received fro m customers in advance of revenue recognition are recorded in other c urrent liabilit ies in our 
consolidated statements of fi nancial position. We generally record liquidated damage assessments, which are 
penaltier; incurred due to a failu re to meel !>pecified deadlines or performance standardr;, as a reduction of revenue in 
the period they become probable and estimable. 

Interest income 
Revenue is recognized as interest accrues usi ng the effective interest method. 

3.11 Income taxes 

Current income lOX 
Current income laX assets and liabil ities for the currenl and prior periods are measured at the amount expected to be 
recovered from or paid to the taxation authorities. The laX rates and tax laws used to compute the amount are those 
that are enacted or substantively cnactcd, by the reporti ng datc. in thc countries whcrc the Group operates and 
generates taxable income. 

Curre nt income tax relating to items recognized directly in equity is recognized in eq uity and not in the consolidated 
income statement. Management periodically evaluates positions taken in the income tax returns with respect to 
situations in which applicable tax regulalions are subject to interprelalioll and establishes provisions where 
appropriate. 

Deferred income tax 

Deferred income tax is provided using the liabili ty method on temporary differences at the reporting date between the 
tax bases of assets and liabilities and their carrying amounts for financ ial reporting purposes. 
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3.11 Income taxes (continued) 

Deferred income lax assets are recognized for all deductible temporary differences, carry forward of unused tax 
credits and unused lax losses, to the extent that it is probable that taxable income will be available against which the 
deductible temporary differences, and the carry forward of unused tax credi ts and unused lax losses can be utilized 
except: 

• Where the deferred income tax asset relating to the deductible temporary difference arises from the initial 
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the 
transaction, affects neither the accounting income nor taxable income or loss; and 

• In respect of deductible temporary differences associated with investments in subsidiaries, assoc iates and 
interests in joint ventures, deferred income tax assets are recognized only to the extent that it is probable that the 
temporary d ifferences will reverse in the foreseeable future and taxable income will be available against which 
the temporary differences can be uti lized. 

The carrying amount of deferred income tax assets is reviewed at each reponi ng date and reduced to the extent that it 
is no longer probable that sufficient taxable income wi ll be avai lable to allow all or part of the deferred income tax 
asset to be uti lized. Unrecognized deferred income tax assets are reassessed at each reporting date and are recognized 
to the extent that it has become probable that future taxable income will allow the deferred income tax asset to be 
recovered. 

Deferred tax liabilities are recognized for all taxable temporary differences. except: 

• Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liabili ty in a 
transaction that is not a business combination and, at the time of the transaction, a ffects neither the accounting 
income nor taxable income or loss; and 

• In respect of taxable temporary di fferences assoc iated with investments in subsidiaries, associates and interests in 
joint ventures, where the timing of the reversal of the temporary differences can be controlled and it is probable 
that the temporary differences will not reverse in the foreseeable future. 

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the 
asset is realized or the liabili ty is settled, based on tax rates (and tax laws) that have been enacted or substantively 
enacted at the reporting date. 

Der~rn:d irn;olll~ lax rdating to i t~lIls [t:I,;ognizt:d uutsidt: im';OIllt;: ur loss is n:l.:ognizt:tl in corrt:iat io ll to th~ umkrlying 
transaction either in other comprehensive income or directly in equity. 

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to sel off 
current income lax assets against current income lax liabilities and the deferred income taxes relate to the same 
taxable entity and the same taxation authority. 

3.12 Posl employment benefits 

The Group has a defined benefit plan (staff severance fund ) to provide certain post employment benefits to Italian 
employees following termination from the Group. Italian employees may choose to participate in an unfunded plan 
within the Group or transfer their plan balance to independent external funds. These benefits are fu nded only to the 
extent paid to the external funds. The cost of providing benefits under the plan, for those employees that participate in 
the unfunded plan within the Group, is determined usi ng the projected unit credit actuari al valuation method. The cost 
of providing benefits for those employees that choose to transfer their plan to independent external funds are 
considered as defined contributions and are accrued as the employees render the related service. Actuarial gains and 
losses are immediately recognized in the consolidated income statement. The defined benefit liability represents the 
present value of the Group's defined benefit plan obligation. 
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3.13 Share-based payment transactions 

Employees of the Group may receive remuneration in the for m of share-based payment transactions. whereby 
employees render services as consideration for equity instruments (equi ty-seuled lransaclions). T he cost of equity
settled transactions with employees is measured by reference to the faiT value on the date they are granted. The fair 
value is determined using a binomial model, runher details of which are provided in Note 35. 

The cost of equity-settled transactions is recognized, IOgether with a corresponding increase in equity, oyer the period 
in which the performance and/or service conditions are fulfilled, ending on the date in which the relevant employees 
become full y entitled 10 the award (vesting date). The cumulative expense recognized for equity~settled transactions 
at each reporting date until the vesting date reflects the extent to which the vesting period has expired and the 
Group's best estimate of the number of equi ty instruments that will ultimately vest. The income statement expense or 
credit for a period represents the movement in cumulative expense recognized as of the begi nning and end of that 
period. 

No expense is recognized for awards that do not ultimately vest, except for equity-settled transactions where vesting 
is conditional upon a market or non-vesting condition, which are treated as vesting irrespective of whether or not the 
market or non~vesting condition is satisfied, provided thai all other perfonnance andlor service conditions are 
satisfied. 

Where the terms of an equity-settled transaction award are modified, the minimum expense recognized is the expense 
as if the terms had not been modified, if the original (enns of the award are met. An additional expense is recognized 
for any modification that increases the total fair valuc ofthc share-based paymcnllransaction, or is otherwise 
beneficial to the employee as measured at the date of modification. 

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any 
expense not yet recognized for the award is recognized immediately. This includes any award where non-vesting 
conditions within the control of either the entity or the employee are not met. However, if a new award is substituted 
for the cancelled award, and designated as a replacement award on the date that it is granted, the cancelled and new 
awards are treated as if they were a modification of the original award, as described in the previous paragraph. All 
cancellations of equity-settled transaction awards are treated equally. 

The dilutive effect of outstanding options is re flected as additional share d ilution in the computation of diluted 
earnings per share, funher details of which are provided in Note 32. 

3.14 Financial instruments - initial recognition and subsequent measurement 

a) Financial assets 

Initial recognition and measurement 
Financial assets within the scope of lAS 39 Financial Instruments: Recognition and Measurement are classified as 
financial assets at fai r value through profit or loss, loans and receivables, held-to-maturity inveslments, available-for
sale financial assets, or as derivatives designaled as hedging instruments in an effective hedge, as appropriate. The 
Group delermines the classifical ion of its financ ial assets at initial recognition. 

Fi nancial assets are recognized initially at fair value, plus, in the case of investments not at fair value through profit 
or loss, directly attributable transaction costs. 

The Group' s financial assets include cash and cash equivalents, trade and other recei vables, loans and other 
receivables, available~for-sale financial investments, and derivative financial instruments. 
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3.14 Financial instruments - initial recognition and subsequent measurement (continued) 

Subsequent measurement 
The subsequent measurement of financial assets depends on their classification as follows: 

• Financ ial assets at fair value through profit or loss; 
• Loans and receivables; 
• Held-Io- maturity investments; or 
• Available-for-sale financial investments 

Financial assets at fair "alue through profit or loss 
Financial assets al fair value through profit or loss include financial assets held for trading and fi nancial assets 
designated upon initial recognition at fair value through profit or loss. Financial assets arc classifi ed as he ld for 
u ading if they are acquired for the purpose of selling or repurchasing in the near term. This category includes 
derivative financial instruments entered into by the Group that are not designated as hedgi ng instruments in hedge 
relationships as defined by lAS 39. Derivati ves, including separated embedded derivatives arc also classified as held 
for trading unless they are designated as effecti ve hedging instruments. Financial assets at fair value through profit 
and loss are carried in the statement of financial position at fair value with changes in fai r value recognized in the 
income statement 

Loans and rece;mbles 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are no t quoted in 
an active market. After initial measurement, such financial assets arc subseque ntly measured at amorti zed cost using 
the effective interest rate method, less impairment. Amortized cost is calculated by taking into account any discount 
or premium on acquisi tion and fees or costs that are an integral part of the effective interest rate method. The 
effective interest rate method amortization and losses arising from impairment are recognized in the consolidated 
income statement. 

Held-to-maturity investments 
Non-derivative financial assets with fi xed or determinable payments and fixed maturities are classified as held-to
maturity when the Group has the positive intention and ability to hold them to maturity. After initial measurement, 
he ld-to-maturity investme nts are measured at amortized cost using the effective interest method, less impairme nt. 
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are 
an integral part of the effective interest method. The effective interest rate method amortization and losses arising 
from impairment are recognized in the consolidated income statement. The Group did not have any held-to-maturity 
investments during the years e nded December 3 1, 2009 and 2008. 

Available-for-sale firwnciai investments 
Available-for-sale financial investme nts include equity and debt securities. Equity investments c lassified as available
for sale are those, which are neither classified as held for trading nor designated at fair value through profit or loss. 
Debt securities in this category are those which are intended to be held for a n indefin ite period of time and which may 
be sold in response to needs for liquidity or in response to changes in the market conditions. 

After initial measurement, available-for-sale financial investments are subsequently measured at fai r value with 
unrealized gains or losses recognized as other comprehensive income in the net unrealized gain/(Ioss) reserve until 
the investment is derecognized, at which time the cumulative gain o r loss is recognized in the income statement, or 
determined to be impaired, at which time the cumulative loss is recognized in the income statement and re moved 
from the net unrealized gain/(Ioss) reserve. 
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3.14 Financial instruments - initial recognition and subsequent measurement (continued) 

The Group evaluated its available-for-sale financial investments to determine whether the ability and intention to sell 
the m in thc ncar term is still appropriate. When the Group is unable 10 trade these financial assets due 10 inactive 
markets and management' s intent significantly changes 10 do so in the foreseeable future, the Group may elect to 
reclassify these financial assets in rare circumstances. Reclassification to loans and receivables is permilled when the 
fina ncial asset meets the definition of loans and receivables and the Group has the intent and ability to hold these 
assets for the foreseeable future or maturity. The rec lassification to held-to-maturity is permitted onl y when the entilY 
has the ability and intent to hold the fina ncial asset accordingly. 

For a financial asset reclassified out of the available-far-sale category, any previous gain or loss on that asset that has 
been recognized in equity is amo rti zed to profit or loss over the remaining life of the investment using the effective 
interest rate method. Any d ifference between the new amortized cost and the expected cash flows is also amorti zed 
over the remaining life of the asset using the effecti ve interest rate method. [fthe asset is subsequently determined to 
be impaired , then the amount recorded in equity is reclassified to the income statement. 

Derecogni/ioll 
A financ ial asset (or where applicable, a part of a financ ial asset o r part of a group of similar financial assets) is 
derecognized when: 

• The rights to receive cash flows from the asset have expired; 
• The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the 

received cash flows in full without material delay to a third pwty under a " pass tluough" arrangement; and e ither 
(a) the Group has transferred substantially all the risks and rewards of the asset; or 
(b) the Group has neither transferred nor retai ned substantially all the risks and rewards of the asset, but has 

transferred control of the asset. 

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass- through 
arrange ment, and has neither transferred nor retained substantially all the risks and rewards of the asset nor 
transferred control of the asset, the asset is recognized to the extent of the Group's continuing involveme nt in the 
asset. In that case, the Group also recognizes an associated liability. The transferred asset and the associated liability 
are measured on a basis that reflects the rights and obligations that the Group has retained. Continuing involveme nt 
that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount 
of the asset and the maximum amounl of consideration Ihal Ihe Group could be required 10 repay. 

b) Impairment of financial assets 

The Group assesses at each reponing date whether there is any objecti ve evidence that a financia l asset or a group of 
financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, 
there is objective evidence of impairment as a result of one or more events that has occurred after the initial 
recognition of the asset (an incurred " loss event") and that loss event has an impact on the estimated future cash flows 
of the financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may 
include indications that the debtors or a group of debtors is experie nc ing significant financial difficulty, default or 
deli nquency in interest or principal payme nts, the probability that they will e nter bankruptcy or other financial 
reorganization and where observable data indicate that there is a measurable decrease in the estimated future cash 
flows, such as Changes in arrears or economic conditiOns that correlate with defaults. 
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3.14 Financial instruments - initial recognition and subsequent measurement (continued) 

Financial assets carried at amortized cost 
For financ ial assets carried at amortized COSt, the Group firs t assesses individually whether objective evidence of 
impairment exists individually for financial assets that are individua1ly significant, or collectively for financial assets 
that arc not individually significant. If the Group determines thai no objective evidence of impairment exists for an 
individuall y assessed financial asset, whether significant or not, it includes the asset in a group of financ ial assets 
with simi lar credit risk characteristics and collectively assesses them for impairment. Assets that are indi vidually 
assessed for impairment and for which an impairment loss is, or continues to be recognized, are not included in a 
collective assessment of impairment. 

If there is objective evidence that an impairment loss has been inc urred, the amount of the loss is meas ured as the 
difference between the asset's carrying amount and the present value of estimated future cash flows (excluding fmure 
expected credit losses that have not yet been incurred). The prescnt value of the estimated fu ture cash fl ows is 
discounted at the financ ial assets original effective interest rate. If a loan has a variable interest rate, the discount rate 
for measuring any impairment loss is the current effeclive interest rale. 

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is 
recognized in the income statement. Interest income continues to be accrued on the reduced carrying amount and is 
accrued using the rate of interest used to d iscount the futu re cash flows for the purpose of measuring the impairment 
loss. The interest income is recorded in the income statement. Loans together with the associated allowance are 
wri tten off when there is no realislic prospect of fm ure recovery and all collateral has been realized or has been 
transferred 10 the Group. 1£, in a subsequent year, the amount of the estimaled impairment loss increases o r decreases 
because of an event occurring afler the impairment was recognized, the previously recognized impa irment loss is 
increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the recovery is 
recorded in the income statement. 

A milable-for-sale financial investments 
For available-for-sale financial investments, the Group assesses at each reporting date whether there is objective 
evidence that an investment or a group of investments is impaired. 

In the case of equity investments classified as available-for-sale, objective evidence would include a significant o r 
prolonged decline in the fair value of the investment below its cost. 'Significant ' is to be evaluated against the 
original cost of the investment and 'prolonged' against the period in which the fair value has been below its original 
cost. Where there is evidence of impairment, the cumulative loss, measured as the difference between the acquisition 
co~t and the current fair value, l es~ any impairmentlo~s on that inve~tmcnt previously recognized in the income 
statement, is removed from other comprehensive income and recognized in the income statement. Impairment loss on 
equity investments is not reversed through the income statement; increases in their fair value after impairment are 
recognized directly in other comprehensive income. 

In the case of debt instruments classified as available-for-sale, impairment is assessed based on the same criteria as 
financial assets carried at amortized cost. However, the amount recorded for impairment is the cumulative loss 
measured as the difference between the amortized cost and the current fair value, less any impairment loss on that 
investment previously recognized in the income statement. 

Future interest income continues to be accrued based on the reduced carrying amount of the asset and is accrued 
using the rate of interest used to discount the futu re cash nows for the purpose of measuri ng the impa irment loss. The 
interest income is recognized in the income statement. If, in a subsequent year, the fair value of a debt inslfUmenl 
increases and the increase can be objectively related to an event occurring after the impairment loss was recognized 
in the income statement, the impairment loss is reversed through the income statement. 
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3.14 Financial instruments - initial recognition and subsequent measurement (continued) 

c) Financialliabilities 

Initial recognition and measurement 
Financial liabi lities within the scope of lAS 39 are classified as financial liabilities at fair value through profit or loss, 
loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge. as appropriate. The 
Group detennines the classification of its financial liabilities at initial recognition. 

Financial liabi li ties are recognized initially at fair value and, in the case of loans and borrowings, directly attributable 
debt issuance costs. 

The Group's financial liabilities include accounts and other payables, bank ovcrdrafls, loans and borrowings, 
financial guarantee contracts, finance lease obligations, loan guarantees, Swap Liability and derivative financia l 
inslfumenlS. 

Subsequent measurement 
The subsequent measurement of financial liabilities depends on the ir classification as follows: 

• Financial liabilities at fair value through profit or loss; or 
• Loans and borrowings 

Financial liabilities at fair value through erofit or loss 
Financial liabi lities at fair value through profit or loss include financial liabilities held for trading and financial 
liabilities designated upon initial recognition as at fair value through profit or loss. Financial liabilities are classified 
as held for lfading if they are acquired for the purpose of selling in the near term. This category inc ludes derivative 
financial instruments entered into by the Group that are not designated as hedging instrumenls in hedge relationships 
as defined by lAS 39. Separated embedded derivatives are also classified as held for trading unless they are 
designated as effective hedging instruments. Gains or losses on liabilities held for trading are recognized in the 
income statement. 

LoaIiS and borrowings 
After initial recognition, interest bearing loans and borrowings are subsequently measured at amortized cost using the 
effecti ve interest rate method. Gains and losses are recognized in the consolidated income statement when the 
liabilities are derecognized as well as through the effecti ve interest rate method amortization process. Amortized cost 
is calculated by taki ng into account any discount or premium on acquisition and fees or costs that are an integral part 
of the effective interest rate method. The effective interest rate method amortizatiun is included in interest expense in 
the consolidated income stalement. 

Finallc;al guarantee contracts 
Financial guarantee conlCacl.. .. issued by the Group are those conlCaclS thai require a payment to be made to re imburse 
the holder for a loss it incurs because the specified debtor fails to make a payment when due in accordance with the 
terms of a debt instrument. Financial guarantee contracts are recognized initially as a liabili ty at fair value, adjusted 
for lCansaction costs that are directly attributable to the issuance of the guarantee. Subsequently, the liability is 
measured at the higher of the best estimate of the expenditure required to settle the present obligation at the reporting 
date and the amount recognized less cumulati ve amortization. 
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3.14 Financial instruments - initial recognition and subsequent measurement (continued) 

Derecognition 
A financial liability is derecognizcd when the obligation under the liability is discharged or cancelled or expires. 

When an existing financialliabilily is replaced by another fro m the same lender on substantially different terms, or 
the terms of an existing liabili ty are substantially modified. such an exchange or modification is treated as a 
derecognition of the original liabili ty and the recogni tion of a new liability, and the difference in the respective 
carrying amounts is recognized in the income statement. 

d) Offsetting of financial instruments 

Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement of 
finnncio. l position if, and only if, there is 0. currently enforceo.ble legal right to offset the recogn ized amounts o.nd there 
is an intention to settle on a net basis, or to realize the assets and settle the liabilities simultaneously. 

e) Fair value or financial instruments 

The fair value of financial instruments that are traded in active markets at each reporting date is determined by 
reference to quoted market bid prices or dealer price quotations (bid price for long position and ask price for short 
positions), without any deduction for transaction costs. For financial instruments not traded in an active market, the 
fair value is determined using appropriate valuation techniques. Such techniques may include using recent arm's 
length market transactions; reference 10 the current fair value of another instrument that is substantially Ihe same; 
discounted cash flow analysis; or other valuation models. An analysis of fair values of fina ncial instruments and 
further details as 10 how they are measured are provided in Note J4. 

o Derivative financial instruments and hedge accounting 

Initirll recognition and subsequent measurement 
The Group uses derivative financia l instruments such as forward currency COnlracts and interest rate s waps to hedge 
its foreign currency risks and interest rate risks, respecti vely. Such derivati ve financial instruments are initially 
recognized at fair value on the date on which a derivative contract is entered inlO and are subseq uently remeasured at 
fair value. Derivati ves are carried as fi nancial assets when the fair value is positive and as financial liabilities when 
the fair value is negative. 

Any gains or losses arising from changes in fair value on derivatives are taken directly to Ihe income statement, 
except for the effective portion of cash flow hedges and hedges of a net investment in a fo reign operation, which are 
recognized in other comprehensive income. 

For the purpose of hedge accounting, hedges are classified as: 

• Fair value hedges when hedging Ihe exposure to changes in the fair value of a recognized asset or liability or an 
unrecognized firm commitment (except for fore ign currency risk); or 

• Ca.~h flow hedge~ when hedging exposure to variabili ty in cash fl ows that is e ither attributable to a particular risk 
associated with a recognized asset or liability or a highly probable forecast transaction or the foreign currency 
risk in an unrecogni zed finn commitmenl; or 

• Hedges of a net investment in a fore ign operation. 
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3.14 Financial instruments - initial recognition and subsequent measurement (continued) 

At the inception of a hedge relationship. the Group formally designates and documents the hedge relationship to 
which the Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking 
the hedge. The documentation includes identification of the hedging instrument. the hedged item or rransaclion, the 
nature oflhe risk being hedged and how the entity will assess the effectiveness of changes in the hedging 
instrument ' s fair value in offsetting the exposure to changes in the hedged item's fair value or cash flows attributable 
to the hedged risk. Such hedges are expected to be highly effective in achieving offselling changes in fair value or 
cash flows and are assessed on an ongoing basis to detennine that they actually have been highly effecti ve throughout 
the financial reporting periods for which they were designated. 

Hedges which meet the strict criteria for hedge accounting are accounted for as fo llows: 

Fair raJue hedges 
The change in the fair value of an interest rate hedging derivative is recognized in the income statement. The change 
in the fair value of the hedged item attributable to the risk hedged is recorded as a part of the carrying value of the 
hedged item and is also recognized in the income stateme nt. 

For fair value hedges relating to items carried at amortized cost, the adjustment to the carrying value may be 
amortized. using the e ffecti ve interest method, as soon as the adjustment exists (through the income statement over 
the remaining term to maturity) or may begin no later than when the hedged item ceases to be adjusted for changes in 
its fair value allributable to the risk being hedged. 

lfthe hedge item is derecognized, the unamortized fair value is recogni zed immediate ly in the income state ment. 

When an unrecognized firm commitmenl is designated as a hedged item, the subsequent cumulative change in the fair 
value of the firm commitme nt attributable to the hedged risk is recognized as an asset or liability with a 
corresponding gain or loss recognized in the income statemem. 

Cash flow hedges 
The effective portion of the gain or loss on the hedging instrument is recognized directly as othe r comprehensive 
income in the net unrealized gain/(Ioss) reserve, while any ineffective portion is recognized immediately in the 
income state ment. 

Amounts recognized as other comprehensive income are transferred to the income statement whe n the hedged 
transaction affects income or loss, such as when the hedged financ ial income or financial expense is recognized or 
when a forecast sale occurs. Where the hedged item is the cost of a non-financial asset or non-financial liabil ity, the 
amounlS recognized as other comprehensive income are transferred to the initial carrying amount of the non-financial 
asset or liability. 

If the forecast transaction or firm commitment is no longer expected to occur. the cumulative gain or loss previously 
recognized in equity are transferred to the income statement. If the hedging instrumenl expires or is sold. terminated 
or exercised without replacement or rollover, or if its designation as a hedge is revoked, any cumulative gain or loss 
previously recognized in other comprehensive income re mains in other comprehensive income until the forecast 
transaction or firm commitment affects income or loss. 
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3.14 Financial instruments - inidal recognition and subsequent measurement (continued) 

Hedges ora net investment in a foreign operaJion 
Hedges of a net investmenl in a foreign operation, including a hedge of a monetary item thaI is accounted for as pan 
of the net investment, are accounted for in a way similar to cash flow hedges. Gains or losses on the hedging 
instrument relating to the effective portion of the hedge are recognized as other comprehensive income while any 
gains or losses relating to the ineffective portion are recognized in the income statement. On disposal of the foreign 
operation, the cumulative value of any such gains or losses recorded in equity is transferred to the income statement. 

Current versus non-current classification 
Deri vative instruments that are not a designated and effective hedging instrument are classi fied as current or non
current or separated into a curren! and non-curren! portion based on an assessmen! of the facts and circumstances (i.e. 
the underlying contracted cash nows). 

Where the Group will hold a derivative as an economic hedge (and does not apply hedge accounting), for a period 
beyond 12 months after the reporting date, the derivative is classified as non-current (or separated into current and 
non-current portions) consistent with the classification of the underl ying item. 

Embedded derivatives thai are nOI closely related 10 the host contracl are classified consistent with the cash nows of 
the host contract. 

Derivative instruments that are designated as, and are effective hedging instruments, are classified consistent with the 
classification of the underlying hedged item. The derivative instrument is separated inlO a current portion and non
current portion only if a rel iable allocation can be made. 

3.15 Treasury shares 

Lottomatica's own equity instruments that are reacquired (treasury shares) are recognized at cost and deducted from 
equity. No gain or loss is recognized in the income statement on the purchase. sale, issue or cancellation of the 
Group's own equity instruments. Any difference between the carrying amount and the consideration paid or received 
is recognized in other reserves. 

3.16 Systems, equipment and other assets related to contracts, net 

Systems. equipment and other assets related to contracts are slated on the basis of cost, net of accumulated 
depreciation and/or accumulated impainnent loss, if any. The cost is depreciated over the estimated useful life of the 
assets using the straight-line method depending on the type of cost. Cost is comprised of two categories: 

• hard costs (for example: terminals. mainframe computers and communications equipment) and; 
• soft costs (for example: software development). 

Hard costs are generally depreciated over the base term of the contract plus extension years provided for in the 
contract but not 10 exceed 10 years. Soft costs are depreciated using the straight line method over the base tenn of the 
contract. hut not to exceed 10 year!>. Repair and maintenance co!>t..<; are recogni7..ed in the income Matement as 
incurred. 

The carrying values of systems. equipment and other assets related 10 contracts are reviewed for impairment when 
evenls or changes in circumstances indicate that the carrying value may not be recoverable. 
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3.16 Systems, equipment and other assets related to contracts, net (continued) 

Systems, equipment and other assets related 10 contracts are derecognized upon disposal or when no future economic 
benefits are expected from the assets' use or disposal. Any gain or loss arising on derecognilion of the asset 
(calculated as the difference between the net d isposal proceeds and the carrying amount of the asset) is included in 
the income statement in the year the asset is dcrecognizcd. The assets' residual val ues, usefullives and methods of 
depreciation are reviewed a l each financia l year end and adjusted prospecti vely if appropriate. 

3.17 Property, plant and equipment, net 

Property, plant and equipment is slated on the basis of cos!. The cost, excluding land, is depreciated over the 
estimated useful life of the assets using the straight-line method. The estimated uscfullives are generally 40 years for 
bui ldings and five tu 10 years fur furn iture and equipment. Repair and mailllenance costs are recogni zed in the 
incullle statemenL as inculTl:X.l. 

The carrying values of property, plant and equipment are reviewed for impainnem when events or changes in 
circumstances indicate that the carrying value may not be recoverable. 

Property, plant and eq uipment is derecognized upon di sposal or when no future economic benefits are expected from 
the a.".<iets' U.<iC o r di .<ipo~l. Any gain or loss arising on derecognition oflhe asset (calculated as the difference between 
the net disposal proceeds and the carrying amoum of the asset) is included in the income statement in the year the 
asset is derecognized. The assets' residual values, useful lives and methods of depreciation are reviewed at each 
financ ial year end and adjusted prospectively if appropriate. 

3.18 Leases 

The determi nation of whether an arrangement is, or contains a lease. is based on the substance of the arrangement at 
the inception date and whether the fulfi llment of the arrangement is dependent on the use of a specifi c asset or assets 
and the arrangement conveys a right to use the asset. 

For arrangements entered into prior 10 January J, 2005, the date of inception is deemed to be January 1,2005 in 
accordance with the transitional requirements of IFRIC 4. 

Finance leases 
Finance leases, which transfer to the Group substanti ally all the risks and benefits incidemallO ownership of the 
leased item. are capitalized al the inception of the lease at the fai r value of Ihe leased property or, if lower, at the 
present value of the minimum lease payments. Lease payments are apportioned between finance charges and 
reduction of the lease liability so as to achieve a constant rate of interest on the remain ing balance of the liability. 
Finance charges are recognized in the income statement. 

Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty that the 
Group will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated 
useful li fe of the asset and the lease tenn. 

Operating leases 
Operating lease payments are recognized as an expense in the consolidated income statement on a straight line basis 
over the lease tenn. 

99 
DOCUMENT REDACTED BY TLC -12-4·10 



GROUP--
2009 Annual Report 

LOTTOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOL IDATED FINANCIAL STATEMENTS 

3.19 Borrowing costs 

Borrowing costs directly aUTibulable to the acquisition, construction or production of an asset that necessari ly takes a 
substantial period of time to get ready for its intended use or sale are capitalized as pan of the cost of the respective 
assets. All other borrowing costs are expensed in the period incurred. Borrowing costs consist of interest and other 
costs that an entity incurs in connection with the borrowing of funds. 

3.20 Intangible assets 

Intangible assets acquired separate ly are measured on initial recognition at cost. The cost of inlangible assets acquired 
in a business combination is its faiT value al the date of acquisition. Following initial recognition. intangible assets are 
carried at cost less any accumulated amortization and accumulated impairment loss. Internally generated intangible 
assets, excl ud ing capitalized development costs, are not capitalized and any expenditure is refl ected in the income 
statement in the year in which the expendi ture is incurred. 

The useful lives of intangible assets are assessed to be e ither fin ite or indefin ite. Intangible assets with fin ite li ves are 
amortized over the ir useful economic life and assessed for impairme nt whenever there is an indication that the 
intangible asset may be impaired. The amortization period and the amortization method for an intangible asset with a 
fi nite useful li fe is reviewed at least annuall y, during the fourth quarter ending on December 31. Changes in the 
expected useful life or the expected pauern of consumption of future economic benefits embodied in the asset is 
accounted for by changing the amortization period or method, as appropriate, and are treated as changes in 
accounting estimates. Amortization expense on intangible assets with finite lives is recorded in our consolidated 
income stateme nt. 

Intangible assets with indefini te useful lives are not amortized, but are tested for impairment annuall y, during the 
fourth quarter end ing on December 31 , e ither individually or at the cash generating unit level, as appropriate. The 
assessment of indefinite life is reviewed annually to determine whether the indefinite life assessment continues 10 be 
supportable. If not, the change in the useful li fe assessment from indefinite to fi nite is made on a prospective basis. 

Gains or losses arising from derecognilion of an intangible asset are measured as the difference between the net 
disposal proceeds and the carrying amount of the asset and are recognized in the income statement when the asset is 
derecognized. 

3.21 Research aod development costs 

Research costs are expensed as incurred. Development expenditures on an individual project are recognized as an 
asset when the Group can demonstrate: 

• the technical feasibility of completi ng the asset so that it will be available for usc or sale; 
• its intention to complete and its abil ity to use or sell the asset; 
• how the asset will generate future economic bene fi ts; 
• the avai labil ity of resources to complete the asset; and 
• the ability to measure reliably the expenditure during the development. 

Following ini tial recognition of the development expenditure as an asset, the cost model is applied requiring the asset 
to be carried at cost less any accumulated amortization and accumulated impairme nt loss. Amortization of the asset 
begins when development is complete a nd the asset is available for use. It is amortized over the period of expected 
future benefit from the related project. The carrying value of development costs is reviewed for impainnent annually 
when the asset is not yet in use or more frequently whe n an indication of impairment arises during the year. 
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3.22 Inventories 

Inventories are valued at the lower of cost (under the first in, firs t OUI method or specific cost basis as considered 
necessary in the specific circumstances) or nel realizable valuc. Net realizable value is the estimated selling price in 
the ordinary course of business, less estimated costs of completion and the cstimated costs necessary to make the sale. 
Inventories include amounts we manufacture or assemble for our long-term service contracts, which arc transferred to 
systems. equipment and other assets relmed to contraclS, net upon shipment. lnvcnlories also include amounts relaled 
to product sales contracts, including product sales under long-term contracts. 

3.23 Impai rment of non-financial asset.., 

The Group assesses at each reponing date whether Ihere is an indication Ihat an asset may be impaired. If any such 
indication exists, or when annual impainncnt testing for an asset is required, the Group estimates the asset's 
recoverable amount. An asset 's recoverable amount is the higher of an asset's or cash-generating unit's (CGU) fair 
value less costs to sell and its value in use, and is determined for an individual asset, unless the asset does not 
generate cash inflows that are largely independent of those fro m other assets or groups of assets. Where the carrying 
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to 
its recoverable amount. In assessing value in use, Ihe estimated future cash flows are discounted to their present value 
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific 
to the asset. In determining fair value less costs to sell , an appropriate valuation model is used. T hese calculations are 
corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available fair value 
indicalOrs. Impairment loss is recorded ill the consolidated income statement. 

For assets excluding goodwill, an assessment is made at each reponinKdate as to whether there is any indication that 
a previously recognized impairment loss may no longer exist or may have decreased. If such indication exists, the 
Group estimates the asset's or CGU's recoverable amount. A previously recognized impainnent loss is reversed only 
if there has been a change in Ihe asswnplions used 10 detennine the asset's recoverable amount since the last 
impairment loss was recognized. The reversaJ is limited so that the carrying amount of the asset does not exceed its 
recoverahle amounl, nor exceed the carrying amount thaI would have heen determined, net of depreciation or 
amortization, had no impairment loss been recognized for the assets in prior years. Such reversal is recognized in Ihe 
income Slatement unless the asset is carried at a revalued amount. in which case the reversal is treated as a revaluation 
increase. 

The following criteria are also applied in assessing impairment of goodwill and intangible assets. 

Goodwill 
Goodwil l is tested for impairment annually, as of December 31, or more frequently when c ircumstances indicate that 
the carrying value may be impaired. 

Impainnent is detennined for goodwill by assessing the recoverable amount of each CGU (or group of CGU's) to 
which the goodwill relates. Where the recoverable amount of the CGU is less than its carrying amount, an 
impairment loss is recognized. Impairment loss re lat ing to goodwi ll cannot be reversed in futu re periods. 

Inrongible assets 
Intangible assets with indefinite useful lives arc tested for impairment annually, as of December 3 1, either 
individually or at the CGU level, as appropriate, and when circumstances indicate that the earrying value may be 
impaired. 
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3.24 Cash and cash equivalents 

Cash and cash equivalents in the consolidated statement of financial position are comprised of cash at banks and on 
hant! and shorL-tenn. highly liquid investments with an original maturity of three months ur less at the dale of 
purchase. 

3.25 T rade a nd other receivables 

Trade accounts receivable are reported net of allowances for doubtful accounts and liquidated damages (penalties 
incurred due to a fa ilure to meet specified deadlines or performance standards). Allowances for doubtf ul accou nts are 
generally recorded when there is objective evidence thai we may nol be able to collect the related receivables. Bad 
debts are written off when identified. Allowances for liquidated damages arc general ly recorded when they arc 
probable and estimable. Short-term receivables are not discounted because the effoct of discounting cash flows is not 
material, unless extended payment terms are granted. 

3.26 Provisions 

Provisions are recognized whe n the Group has a present obligation (legal or constructive) as a result o f a past event 
and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation 
and a reliable estimate can be made of the amount of the obligation. When the Group expects some or all of a 
provision to be reimbursed, for example under an insurance contract, the reimbursement is recognized as a separate 
asset but only when the re imbursement is virtually certain. The expense relating to any provision is presented in the 
consolidated income statement net of any reimburseme nt. If the effect of the time value of money is material, 
provisions are d iscounted using a curre nt pre-tax rale that reflects, where appropriate, the risks specific to the 
liability. W here d iscounting is used, lhe increase in the provision due to the passage of time is recognized as a 
fi nance cost. 

4. Significant accounting judgments, estimates and assumptions 

The preparation oflhe Group's consolidated financial statements requires management to make judgments, estimates 
and assumptions that affect the reported amounts of revenues, expenses, assets, liabilities, and the disclosure of 
contingent liabilities, at the reporting period. However, uncertainty about these assumptions and estimates could 
result in outcomes that may require a material adjustment to the carrying amount of the asset or liability affected in 
the future. 

Judgments 
In the process of applying the Group's accounting policies. management has made the fol lowing j udgment, apan 
from those involving estimations, that has the most significant effect on the amounts recognized in the consolidated 
financial statements: 

Finance and operaJing lease commitments 
The Group leases the GTECH world headq uaners facility (land and building) in Providence, Rhode Island, USA. 
The Group determined that the present value of the future minimum lease payments for the building amounts to 
substantially all ofthe fair value relating to the Group 's portion of the building and therefore accounts for its portion 
of the building as a finance lease. The Group also determined that since title to the land will never transfer to the 
Group, the land is accounted for as an operating lease. 
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4. Significant accounting judgments, estimates and assumptions (continued) 

Estimates and assumptions 
The key assumptions concerning the future and olher key sources of estimation uncertainty at the reporting date that 
have a significant risk of causing a material adjustment to the carrying a mounts of assets and liabi lities within the 
next financial year are discussed below. 

Impairment of Systems, Equipment and Other Assets Related to Contracts 
The carrying values of systems. equipmenl and other assets related to contracts aTC reviewed for impairme nt when 
events or changes in circumstances indicate that the carrying value may nO! be recoverable. This requires 
management to make an estimate of the expected future cash fl ows fro m the assets and also to c hoose a suitable 
d iscount rate in order 10 calculate the present value of those cash flows. The carrying amount of systems. equipment 
and other assets relatcd to contracts at IX'Ccmber 31, 2009 and December 3 1,2008 was €774.6 million and €758.7 
million, respectively. Further details are provided in Note 8 and 28. 

Impairment of Goodwill 
The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimatio n of the 
"value in use" or "fair value less costs to sell" of the cash~generaling units to which the goodwill is allocated. 
Estimating a value in use or fair value less costs to sell amount requires management 10 make an estimate of the 
expected future cash flows from the cash-gencrating uni t and also to choose a suitable discount rate in o rder to 
calculate the present value of those cash fl ows. The carrying amount of goodwill at December 3 1, 2009 and 
December 3 1. 2008 WDS €3.0 billion and €3.1 billion, respectively. Further details are provided in Note 10 and 28. 

Impairment of Intangible Assets 
The Group detcnnines whether intangible assets with indefi ni te useful li ves are impaired at least on an annual basis. 
This requires management 10 make an estimate of the expected future cash flows from the assets and also to choose a 
suitable discount rate in order to calculate the present value of those cash flows. The carrying amou nt of inta ngible 
assets at December 3 1, 2009 and December 31, 2008 was €822.9 million and €847.3 million. respectively. Further 
details are provided in Note II and 28. 

Share-based payment transactions 
The Group measures the cost of equity-settled transactions with employees by reference to the fa ir value of the equity 
instruments on the date they are granted. Estimating fair value for share-based payment transactions requires 
determining the mosl appropriate valuation model, which is dependent on the terms and condi tions of the grant. This 
estimate also requires determining the most appropriate inputs to the valuation model including the expected life of 
the option, volatili ty and dividend yield and making assumptions about them. Thc assumptions and models used for 
estimating fai r value for share-based payment transactions are disclosed in Note 35. 

Income taxes 
Uncerta inties exist with respect to the interpretation of complex tax regulations and the amount and timing of future 
taxable income. Given the wide range o f international business relationships and the long-term nature and complexity 
o f existing contractual agreements, differences arising between the actual results and the assumptions made. or future 
changes to sucn assumptio ns. could necessitate future adjustments to taxable income and income tax expense already 
recorded. The Group establishes provisions, based o n reasonable estimates, for possible consequences of audits by 
the tax authorities o f the respective countries in which it operates. The amount of such provisio ns is based on various 
factors, such as experience of previous tax audits and d iffering interpretations of tax regulations by the taxable entity 
and the responsible tax authority. Such differences of interpretation may arise on a wide variety of issues depending 
o n the conditions prevailing in the respective Group company's do micile. 
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4. Significant accQuntingjudgments, estimates and assumptions (continued) 

Deferred tax asselS are recognized for all unused lax losses 10 the extent that it is probable that taxable income will be 
available against which the losses can be utilized. Significant managemenljudgment is required to determine the 
amount of deferred lax assets thaI can be recognized, based upon the likely timing and level of future taxable income 
together with future lax planning strategies. The carrying value ofrccognized lax losses and unrecognized lax losses 
at December 3 1, 2009 was £78.9 million and €23. 1 mill ion. respectively. The carrying value of recognized tax losses 
and unrecognized tax losses al December 31, 2008 was €45.4 million and €3.7 million. respectively. Further details 
on income taxes are disclosed in Note 15. 

Fair value measurement of cotltingent consideralion 
Contingent consideration resulting from business combinations is valued at fair value at the acquisition date as pan of 
the business combination. Where the contingent consideration meets the definition of a derivative and thus financial 
liabi lity, it is subsequently remeasured to fair value at each reporting date. The determination of the faiT value is 
based on discounted cash flows. The key assumptions take into consideration the probability of meeting each 
performance target and the discount factor. 

5. International Financial Reporting Standanls issued but not yet errec:tive 

The new, amended and revised Standards and Interpretations that were issued by the lASS and IFRIC but not yet 
effective up to the dale of issuance oftbe Group's financial statements are described below. 

IFRS 2 Shflre-Based Payment: Group Cash-SeUled Shflre-Based Payment Transactions (Revised) 
The Revised IFRS 2 was issued in June 2009 and becomes e ffective for annual periods beginning on OT after January 
1, 2010. The amendment clarifies the scope and the accounting for group cash-settled share-based payment 
transactions. The Group is evaluating the impact the amendment will have on the consolidated financial statements 
when adopted on January 1,2010. 

IFRS 3 Business Combinations (Revised) and lAS 27 Consolidated and Separate Financiol Smtements (Revised) 
The Revised IFRS 3 and lAS 27 were issued in January 2008 and become effective for financial years beginning on 
or after July 1. 2009. The amendment to IFRS 3 introduces signilicant changes in the accounting for business 
combinations occurring after this date. The changes affect the valuation of non-controlling interests. the accounting 
for transaction costs, the initial recognition and subsequent measureme nt of contingent consideration and business 
combinations achieved in stages. These changes will impact the amount of goodwill recognized, the reported resul ts 
in the period that an acquisition occurs and future reported results. TIle alllendment to lAS 27 requires that a chang!:: 
in the ownership interest of a subsidiary (without loss of control) is accounted for as a transaction with owners in 
thcir capacity as owncrs. Thcrefore, such transactions will no longer givc rise to goodwill, nor will thcy give rise to a 
gain or loss. Furthermore, the amended standard changes the accounting for losses incurred by the subsidiary as well 
as the loss of control of a subsidiary. The changes by these amendments will affect future acquisitions or loss of 
control and transactions with non-controlling interests. The standards may be early applied. The Group is evaluating 
the impact the amendment will have on the consolidated financial statements when adopted on January 1.2010. 
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5. International Financial Reporting Standards issued but not yet effective (continued) 

IFRS 9 Financial Instruments 
IFRS 9 was issued in November 2009 and becomes effective for annual periods beginning on or after January 1, 
2013. The standard is the first step in the IASB 's project to replace lAS 39 Fillancial lnstrumerlts: Recognition and 
Measurement and introduces new requirements for classifying and measuring financial assets. The IASB intends 10 
expand the standard during 2010 to add new requirements for classifying and measuring financial liabilit ies, 
derecognition of financial instruments, impairment and hedge accounting. The Group is eval uating the impact the 
standard wi ll have on the consolidated financial statements when adopted on January 1,2013. 

lAS 24 Related Party Disclosures (Repised) 
The Revised lAS 24 was issued in November 2009 and becomes effecti ve for an nual periods beginning on or after 
January 1, 2011 . The revised standard simplifies the definition of a related party, clarifying its intended mean ing and 
eliminating inconsistencies from the definition and provides a panial exemption form the disclosure requirements for 
government-related entities. The Group is evaluating the impact the standard will have on the consolidated fi nancial 
statements when adopted on January 1, 2011 . 

lAS 39 Financial Instruments: Recognition and Measurement - Eligible Hedged Items 
The amendment to lAS 39 was issued in August 2008 and becomes effective for financial years beginning on or after 
July I, 20C19. The amendment clarifies that an entity is permitted to designate a portion of the fair value changes or 
cash flow variabili ty of a fi nancial inslrument as a hedged item. This also covers the designation of inflation as a 
hedged risk in panicular situations. The Group is evaluating the impact the amcndmcnts to the standard will have on 
the consolidated financial statements when adopted on January I, 20 I O. 

Improvements to IFRSs issued in May 2008 
In May 2008 the lASB issued an omnibus of amendments to its standards, primarily wi t.h a view of removing 
inconsistencies and clarifying wording. There are separate transitional provisions for each standard . One of these 
amendments becomes effective for periods staning after the date of these financial statements and therefore has yet to 
be adopted by the Group as described below. The Group anticipates that this change will not have a materi al effect on 
the consolidated financial statements when adopted. 

:> IFRS 5 Non-current Assets Held/or Sale and Discontinued Operations - This amendment becomes effecti ve 
for annual periods beginning on or after July 1. 2009 and clarifies that assets and liabilities of a subsidiary should 
be classified as held for sale if the parent is committed to a plan involving loss of control of the subsidiary, 
regardless of whether the entity will retain a non-controlling interest after the sale. 

Impropements to IFRSs issued in April 2009 
In April 2009 the lASB issued an omnibus of amendments to twelve of its standards, primarily with a view of 
removing inconsistencies and clarifying wording. There are separate transitional provisions for each standard that are 
efft:ctivt: for periods starting aflt:r th t: datt: of (heSt: financial statcmt:nlS and therefore ha ve yet (0 be adopted by the 
Group as described below. The Group amicipates that WeSt: changes will not have a malt:rial effect on th t: 
consolidated financial statements when adopted. 

:> IFRS 2 Share~Based Payment - This amendment becomes effective for annual periods beginning on or after 
July 1, 2009 and confirms that contributions of a business on the formation of ajoint venture and common 
control transactions are excluded from the scope of LFRS 2. 
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5. International Financial Reporting Standards issued but not yet effective (continued) 

)- IFRS 5 Non-current Assets Held/or Sale and Discontinued Operations - This amendment becomes effective 
for annual periods beginning on or after January 1, 201 0 and clarifies that the disclosures required in respect of 
non-current assets and disposal groups classified as held for sale or discontinued operations are o nly those sel out 
in IFRS 5. The di sclosure requi rements o f olher IFRSs o nly apply if specifically required for such non-current 
assets or discontinued operations. 

)- IFRS 8 Operating Segments - This amendment becomes effective for annual periods begi nning o n or after 
January 1,2010 and clarifies that segment assets and liabilities need only be reported when those assets and 
liabilities are included in measures that are used by the chief operaling decision maker. 

). lAS J Prese"tatio,t of Fi"a"c;a! Stateme"ts - This amendment becomes effective for annual periods beginning 
on or after January 1,2010 and c larifies that the potential sett lement of a liability by the issue of equity is not 
relevant to its classification as current or non-current. 

>- lAS 7 Statement of Cash Flows - This amendment becomes effecti ve for annual periods beginning on or after 
January 1, 20 10 and explicitly states that only expenditures that result in recognizing an asset in the statement of 
financial position can be classifi ed as a cash flow from investing activities. 

» lAS 17 Leases - Thi s amendment becomes effective for annual periods beginning on or after January 1, 201 0 
and clarifies that when a lease includes both land and building elements, an enti ty assesses the classification of 
each element as a finance or operating lease separately. 

> lAS 18 Revenue - This amendment provides addilional guidance on how to determine whether an entity is 
acting as a principal or as an agent. The features to consider are whether the entity: 

• Has primary responsibility for providing the goods or service 
• Has inventory risk 
• Has discretion in establishing prices 
• Bears the credit risk 

)- lAS 36 Impairmellt of Assets - This amendment becomes effective for annual periods beginning on or after 
January 1,2010 and clarifies that the largest unit permitted for all ocating goodwill acquired in a business 
combination is the operating segment as defined in IFRS 8 before aggregation for repon ing purposes. 

> lAS 38111tangible Assets - Two amendments lO lAS 38 become effective for annual periods beginning on or 
after July 1,2009 and January 1,2010, respectively. The first amendment clarifies the accounting for intangible 
assel" acquired in a husiness comhination and the second amendment clarifies the description of valualion 
techniques commonly used when measuring the fair value of intangible assets acquired in a business 
combination that are not traded in active markets. 

» lAS 39 Financial Instruments: Recognition and Measurement - This amendment becomes effec tive for annual 
periods beginning on or after January 1,2010 and clarifies the type of forward contracts the guidance applies to 
and provides additional guidance regarding embedded prepayment penalties and hedging transactions. 

)- IFRJC 9 Reassessment of Embedded Derivatives - This amendment becomes effective for annual periods 
beginning on or after July 1, 2009 and clarifi es that the scope of IFRIC 9 excludes contracts with embedded 
derivatives acquired in a combination between entities under common control or in the formation of a joint 
venture. 
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s. International Finandal Reporting Standards issued but not yet effective (continued) 

» IFRlC 16 Hedges of a Nellnvestmenl in a Foreign Operation - This amendmem becomes effective for annual 
periods beginning on or after July 1,2009 and removes the restriction on the CDlily that can hold hedging 
instruments. 

Amendment to IFRlC 14 Prepayments of a Minimum Funding Requirement 
The amendmenllO IFRIC 14 was issued in November 2009 and becomes effective for annual periods beginning on or 
afler January 1,201 1. The amendment applies to pension accounting in the limited circumstances when an entity is 
subjcct 10 minimum funding requirements and makes an early payment of contributions to cover those requirements. 
The amendment permits such an entity to treat the benefit of an early payment as an asset. The adoption of this 
amendment is not expected to have a material impact on the financial position or performance of the Group when 
adopted on January I. 20 I I. 

IFRIC 17 Distn'butions of Non-Cash Assets to Owners 
IFRIC 17 was issued in November 2008 and becomes effective for annual periods beginning on or after July 1,2009. 
The interpretation provides guidance on how to account for non-cash distributions to owners and clarifies when to 
recognize a liability, how to measure it and the associated assets, and when to derecognize the assets and liabi li ty. 
The adoption of this interpretation is nol expected to have a malerial impact on the financial positi on or performance 
of the Group when adopted on January I, 20 I O. 

IFRIC 19 Extinguishing Financial Liabilities with Equity Instrumellts 
IFRIC 19 was issued in November 2009 and becomes effective for annual periods beginning on or after July 1,2010. 
The interpretation provides guidance on the accounting by an entity when the terms of a financial liability are 
renegotiated and result in the entity issuing equity instruments to a creditor of the entity to extinguish aU or part of the 
financial liability. The adoption ofthi~ interpretation i ~ not expected 10 have a material impact on the financial 
position or performance of the Group when adopted on January 1,2011 . 
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6. Business combinations 

Acquisitions in 2009 

The Group's business combination activity during 2009, which occurred in the Italian Operations segment, is 
summarized as follows: 

(lhousands of euros) 

Cash purchase price 
Cash acquisition costs 

Toral cash acquisition COSI 

Payable to acquired companies 

Liability to minority shareholder 

Receivable from acquired companies 

Total non-cash acquisition cost 

Total acquisition cost 

Cash acquisition cost 

Cash acquisition cost paid in 2008 
Cash acquisition cost paid in 2009 

Net cash acquired 
Net cash outflow 

Label 

20, 183 

144 

20,327 

4,678 

4,678 

25,005 

20,327 

Europa 
Geslione 

12,210 

149 

12,359 

3,390 

(967) 

2,423 

14,782 

12,359 

(134) (1 ,180) __ ="-
12,225 

Other Total 

12,776 45, 169 

1,001 1,294 

13,777 46,463 

6,570 14,638 

1,229 1,229 

210 (757) 

8,009 15, 110 

2 1,786 61,573 

13,777 46,463 

(412) (1 ,726) 

13,365 44,737 

(71) (120) (196) 
12,154 13,245 44,54 1 

19,147 

(5) 

19,142 ---:-:-"':-'" ==~ =.;;;;;~ 

Business combination activity in the lIalian Operations segment consists of strategic investments to exploit growth 
opportunities in the Sports Betting and Machine Gaming markets. The aim is to acquire additional spons betting 
rights or to increase our directly-managed gaming machine base (amusement wi th prize machines). In keeping with 
this strategy. the material business combination acti vity that occurred during 2009 is described below. 
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6. Business combinations (continued) 

Label 
On June 25, 2009, Lottomatica acquired 100% o rthc shares of Label, an Ital ian entity thai is engaged in the sports 
belling business for a cash purchase price of€20.2 mill ion. The following table summarizes the provisional fair 
values of Label's assets acquired and liabilities assumed al the date of the acquisitio n (in thousands of euros) : 

Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, net 
Goodwill 
Intangible assets, net 
Other non-current assets 
Current assets 

Total assets acquired 

Deferred income taxes 
Other current liabilities 

Total liabilities assumed 

Fair value of net assets acquired 

Goodwill arising on acquisition 
Total acquisition cost 

Fair 
Value 

284 

9,912 
37 

618 
10,851 

2,446 
1,435 
3,881 

6,970 

18,035 
25,005 

Carrying 
Value 

284 
22,707 
2,60 1 

37 
618 

26,247 

1,435 
1,435 

24,8 12 

The results of Labet's operations have been included in the consolidated financial statements since June 25, 2009 and 
include the following (in thousands of euros): 

Total revenue 
TOIal costs 

Operating loss 
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6. Business combinations (continued) 

Europa Geslione 
On June 4, 2009, Louomatica acquired 100% orthe shares of Europa Gestione, an Italian entity that owns and 
operates amusement with prize machines for a cash purchase price of€12.2 million. The following table summarizes 
the provisional fair values of Europa Gestione's assets acquired and liabilities assumed at the date of thc acquisition 
(in thousands of euros): 

Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, net 
Current assets 

Total assets acquired 

Other non-current liabilities 
Other current liabilities 

Total liabil ities assumed 

Fair value of net assets acquired 
Goodwill arising on acquisition 

Total acquisition cost 

Fair 
Value 

1,334 
88 

1,422 

14 
J3 
27 

1,395 
13,387 
14,782 

Carrying 
Value 

1,334 
88 

1,422 

14 
13 
27 

1,395 

The results of Europe Gestione's operations have been included in the consolidated financial statements since June 4, 
2009 and include the following (in thousands of euros): 

Total revenue 
Total costs 

Operating income 

Other 

2, 137 
855 

1,282 

Other acquisitions during 2009 primarily relate to the January 7, 2009 acquisition of 100% of the shares of Topolino 
S.r.l. ("Topolino"), an Italian entity that owns and operates amusement with prize machi nes, for a cash purchase price 
of€3.S million. 

The initial accouming for the Labet, Europa Gcstione and Topolino acquisitions are provisional because they are 
based on preliminary estimates and assumptions. Revisions to the fai r values, which may be significant, will be 
recorded when the Group recei ves final information, including appraisals and other analyses. 
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6. Business combinations (continued) 

The goodwill arising on the acquisit ions described above is attributable to the expected synergies and other benefits 
from combining their assets and activities with the Group. 

The 2009 acquisitions are individually and in the aggregate, immaterial to the Group, and accordingly, pro forma 
financial information has nOI been presented. Refer to NOles 10 and 11 for disclosures regarding goodwill and 
intangible assets, net related to these acquisitions. 

Acquisitions in 2008 

The Group's business combination activity during 2008 is summarized as follows: 

Boss Toto 
(thousands of euros) Alronic Media St. Minvcr Carovigno Other Total 

Cash purchase price 32,000 133,873 36,045 35,757 7,055 244,730 

Cash acquisition costs 1,362 2,667 484 309 11 5 4 ,937 

Total cash acquisi tion cost 33,362 136,540 36,529 36,066 7, 170 249,667 

Receivahle from acquired companie.<; 24,935 24,935 

Payable to acquired companies 20,760 20,760 
Escrow payment in 2006 20,000 20,000 

Liability to minoril)' shareholder 15,778 15,778 

Present value of contingent 
5,323 5,323 

consideralion 
Accrued acquisition costs 56 51 38 145 

Interest expense accretion (227) (227) 

Equity loss (485) (485) 

Total non-cash acquisition cost 19,829 15,344 5,36 1 45,695 86,229 

TOlal acquisi tion cost 53,191 151,884 41,890 36,066 52,865 335,896 

Cash acquisi tion cost 33,362 136,540 36,529 36,066 7,170 249,667 
Net ca<;h acqui red ( 1,527) (13,567) (3,478) (565) (552) (39,689) 

Net cash outflow 31 ,835 102,973 33,05 1 35 ,50 1 6,618 209,978 

Alronic 
On January 31,2008, GTECH acquired a 50% controlling interest in the Atronic group of companies ("Atronic") 
owned by Paul and Michael Gauselmann (the "Gauselmanns") for €20 mill ion. which was previously paid into 
e.'iCrow in Octoher 2006. Atronic is a video gaming machine manufacmrer and also develop~ video machine game.<; 
and customized solutions for dynamic gaming operations. On May 13,2008, GTECH paid €32 million for the 
remaining 50% interest in Atronic and also paid €37.2 million to the Gauselmanns related to amounts owed to the 
Gauselmanns by Atron ic. which is included in current portion of lo ng-term debt at the January 3 1,2008 acquisition 
date. 
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6. Business combinations (continued) 

The purchase accounting for Atronic was finali zed in January 2009. The following table summarizes the final fai r 
values of AtroDic's assets acquired and liabilities assumed at the date of the acquisition (in thousands of curos): 

Identifiable assets and liabilities on the date or acquisition 
Systems, equipment and other assets relating to contracts, nel 
Property, plant and equipment, net 
Intangible assets, net 
Other non-current assets 
Deferred income taxes 
Current assets 

Total assets acquired 

Long-term debt, less curren! ponion 
Deferred income taxes 
Long-term provisions 
Short-term borrowings 
Current portion of long-term debt 
Other current liabilities 

Total liabilities assumed 

Fair value of net liabilities acquired 

Goodwill arising on acquisilion 
Escrow payment in 2006 (a) 

Payment in excess of fair value (a) 
Total acquisition cost 

Goodwill arising on acquisition: 
AI December 31, 2009 
At Deccmber 31, 2008 

Change in goodwill due to finalization of purchase accounting 

Total acquisition cost: 
At December 31, 2008 
2009 cash acquisition costs 
At December 31, 2009 

Fair Carrying 
Value Value 

18,317 16,003 
13,156 12,738 
37, 120 4,299 
3,622 3,622 

549 49 1 
77,375 69,692 

150,139 106,845 

80,084 80,084 
1,201 1,165 
1,085 1,085 

11 ,499 11,499 
43,040 43,626 
39.507 40,828 

176,416 178,287 

(26,277) (7 1,442) 

44,812 
20,000 
14,7 10 
53,245 

44,8 12 
47,858 
(3,046) 

53,191 
54 

53,245 

(a ) The escrow payment in 2006 and the payment in excess of fair value were both full y offset by reserves 
established in the August 29, 2006 purchase accounting re lated to the acquisition ofGTECH. The payme nt in excess 
of fair value resulted in EO.3 million of excess reserves which was included in other income in our consolidated 
income statement at December 3 1, 2008. 
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6. Business combinations (continued) 

Boss Media AB 
On February 1,2008, GTECH Global Services Corporation ("GOSe") and MedSlroffiS Invest AB ("Medstcorns"), 
through GEMed AB (a Swedish private limited liability company owned 87.454% and 12.546% by oose and 
Medstroms. respectively) announced a public cash offer to the shareholders of Boss Media AB ("Boss Media"), Boss 
Media is a Icading developer of innovative software and systems for digitally-distributed gaming entertainment and 
until April 18,2008, was listed on the OMX Nordic Exchange Stockholm under the ticker symbol "BOSS.ST ," The 
public cash offer resulted in GEMed acquiring approximately 94% of the outstanding shares of Boss Media. Pursuant 
10 Swedish law, on March 10, 2008 GGSe and Medstroms commenced a process to compel the sale of the 
untendered shares, which was completed on September 8, 2008 for a total cost of€9.7 million. On April 18,2008, 
Boss Media was delisted from the OMX Nordic Exchange Stockholm. 

From February I , 2oo~ through March 5, 2008, UEMed (through GGSe) purchased approximately 46.3 million 
shares of Boss Media for approximately SEK 1.2 billion (€124.2 million) resulting in cose owning approximately 
82% of Boss Media. On April 24, 2008. GEMed obtained control of Boss Media when the Board of Directors of Boss 
Media was reconstituted such that GEMed was able to utilize the voting rights attached to the shares acquired. 

GGse has the option. which it may exercise between April 1,2010 and June 30, 2010 to require Medstroms to sell its 
12.546% stake in GEMed to GGSe and Medstroms has an identical put right. The price at which the pullcall may be 
exercised is equal to ten times EBITDA for the period January 1,2009 through December 3 1, 2009, such product to 
be multiplied by Medstroms' 12.546% stake in GEMed. The price is subject to both a floor (SEK 108 million) and a 
cap (SEK 287 million); or approximately €11.6 million floor and €30.S million cap at the April 24, 200S SEK to euco 
exchange rate. 

The acquisition has been accounted for on the basis that we have present ownership access to the shares owned by 
Medstroms which are subject to the pullcall option and therefore. a non-controlling interest has not been recorded. 
Accordingly, the cost of the business combination includes the € 17.0 million fair value of the estimated liability to 
Medstroms for these shares. The cost of the acquisition has been reduced by €O.5 million, representing GEMed 's 
share of Boss Media's results during the period February I, 2008 through April 24, 2008. 
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6. Business combinations (continued) 

The purchase accounting for Boss Media was finalized in April 2009. The following table summarizes the final fair 
values of Boss Media's assets acquired and liabilities assumed at tbe date oflhe acquisition (in thousands af curos): 

Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, nel 
Goodwill 
Intangible assets, nel 
Other non-currenl assets 
Current assets 

Total assets acquired 

Deferred income laxes 
Other non-current liabilities 
Other currem liabilities 

Total liabilities assumed 

Fair value of nel assets acquired 

Goodwill arising on acquisition 
Total acquisit ion cost 

Goodwill arising on acquisition: 
At December 31, 2009 
At December 31. 2008 

Change in goodwill due to fi nalization of purchase accounting 

Total acquisition cost: 
At December 31, 2008 
2009 change in liabili ty to minority shareholder 
2009 cash acquisition costs 
At December 31 , 2009 

St. Enodoc Holdings Limited 

Fair Carrying 
Value Value 

2,494 2,494 
4,427 

53,824 6,7 12 
3,378 3,378 

45,064 45 ,064 
104,760 62,075 

14,378 1,237 
2,718 2,7 18 

31,859 31,726 
48,955 35,681 

55,805 26,394 

97,382 
153,187 

97,382 
%, 124 

1,258 

151,884 
1,229 

74 
153, 187 

On Apri l 30, 2008, GG5C acquired 90% of Gibraltar-based 5t. Enodoc Holdings Limited and its subsidiaries 
induding St. Minvt:r Limited (collectively "SI. Minver" ). lhe leading provider of e nd-lo-end while label gaming 
scrvices for £23.8 million in cash (€30.4 million at the April 30, 2008 exchange rate). In cOllsidemliun of 
perfonnance targets that were met in 2008 and 2009, contingent consideration of £4.5 million (€5.7 million) and £0.2 
million (€O.2 million) was paid in October 2008 and December 2(X)9, respectively. Ten percent of SI. Minver remains 
with Gary Shaw, Founder and Chairman, until at least 2012, al which point both Mr. Shaw and GGSC have the right 
to cause GGSC to acquire Mr. Shaw's shares at a price equal to fair value to be determined by an independent 
appraisal as of the date of exercise. GGSC may exercise lIle call right and Mr. Shaw may exercise the PUI right at any 
lime aher I1ecemher 3 1, 201 1 and hefore Mareh 3 1,20 12 or during each suhsequent yearly period hetween 
December 31st and March 31st. 
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6. Business combinations (continued) 

The cost of the acquisi tion includes the € 11.0 million fair value of the estimated contingent consideration based on 
the performance ofthc business in 2008 and 2009 (ofwbich €5.7 million was paid in 2008). In addition, the 
acq uisition has been accounted for on the basis Ihal we do not have present ownership access to the shares owned by 
Mr. Shaw which are subject to the put/call option. Accordingl y, we record a charge to eq uity for the difference 
between the fair value of the estimated liability to Mr. Shaw for these shares and the non-controlling interest. The 
non-controlling interest is included in non-current financial liabilities in our consolidated statement of financial 
position. 

The purchase accounting for St. Minver was finalized in April 2009. The following table summarizes the final fai r 
values ofS1. Minver's asscl$ acquired and liabilities assumed at the date of the acquisition (in thousands of euros): 

Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, net 
Intangible assets, net 
Other non-current assets 
Current assets 

Total assets acquired 

Long-term debt, less current portion 
Deferred income taxes 
Current liabilities 

Total liabilities assumed 

Fair value of net assets acquired 

Goodwill arising on acquisition 
Minority interest 

Total acquisition cost 
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Fair 
Value 

649 
27,716 

88 1 
6,883 

36,129 

767 
8,390 
7,048 

16,205 

19,924 
23,960 
(1 ,994) 
41 ,890 

Carrying 
Value 

2,720 
217 
881 

6,883 
10,701 

767 

7,048 
7,8 15 

2,886 
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Toto Carovigno S.p.A. 

2009 Annual Repon 

On August 29, 2008, Lottomatica acquired 100% of the shares ofTalo Carovigno S.p.A., ("Toto Carovigno"), the 
owner of the Totosi sports-bening brand and the leading lIalian online betting company concessionaire for spons and 
horse race betting, for a tOlal cash purchase price of€35.8 million. In addilion, a refundable payment of€4.4 million 
was paid imo escrow during 2008 and refunded to the Group in 2009. 

The purchase accounting for Toto Carovigno was final ized in August 2009. The following table summarizes the fina l 
fair values ofTalo Carovigno's assets acquired and liabilities assumed at the date of the acquisition (in thousands of 
curos): 

Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, net 
Intangible assets, net 
Other non-current assets 
Deferred income taxes 
Current assets 

Total assets acquired 

Deferred income taxes 
Long-tenn provisions 
Other non-current liabilities 
Other current liabilities 

Total liabilities assumed 

Fair value of net assets acquired 
Goodwill arising on acquisition 

Total acquisition cost 

Goodwill arising on acquisition: 
At Deoember 31, 2009 
At December 31, 2008 

Change in goodwill due to finalizat ion of purchase accounting 

Total acquisition cost: 
AI Decemher 31 , 2008 
2009 cash acquisition costs 
At December 31, 2009 

Other 

Fair Carrying 
Va llie V:.hle 

908 908 
15,842 285 

62 1 621 
1,949 1,949 
9,68 1 9,681 

29,001 13,444 

5,828 872 
4,55 1 4,55 1 

170 170 
16,011 16,01 1 
26,560 21 ,604 

2,44 1 (8, 160) 
34,674 
37,115 

34,674 
33,625 

1,049 

36,066 
1,049 

37, 115 

Other acquisi tions during 2008 primarily relate to the December 5,2008 acquisition of 100% of the shares of Royal 
Gold S.r.l. ("Royal Gold"), an Italian entity that owns and operates amusement with prize machines, tor a purchase 
price of€2l.4 million. 
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6. Business combinations (continued) 

The purchase accounting for Royal Gold was finalized in September 2009. The following table summarizes the final 
fair vaJues or Royal Gold's assets acquired and liabilities assumed at the date of lhe acquisition (in thousands of 
curos): 

Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, net 
Goodwill 
imangible assets, net 

Total assets acquired 

Deferred income taxes 
Total liabilities assumed 

Fair value of net assets acquired 

Goodwi ll arising on acquisition 
Total acquisition cost 

Goodwi ll arising on acquisition: 
At December 31, 2009 
At December 31. 2008 

Change in goodwill due to finalization of purchase accounting 

Fair 
Value 

5.331 

9.296 
14.627 

2.962 
2.962 

11,665 

9.759 
21.424 

9.759 
16.065 
(6.306) 

Carrying 
Value 

5.331 
410 

5.74 1 

5.741 

The 2008 acquisitions arc individually and in the aggregate, immatcriallO the Group, and accordingly, pro forma 
financial information has nOl been presented. Refer 10 NOles 10 and I J for disclosures regarding goodwill and 
intangible assets, net related to these acquisitions. 
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7. Opernting segment inConnation 

For management purposes, the Group 's operating segments have changed and are now organized and ma naged 
separate ly according to the nature of the products and services provided, with each segment representing a strategic 
business unit. The Group is comprised of the following four reportable operating segments: 

• The Italia n Operatio ns segment operates and provides a fu ll range of gaming services. including online, instant and 
tradi tional1oueries, scratch and win, spons betting, machine gaming, interactive skill games and no n-lottery 
commercial transactions. 

• The GTECH Lottery segment operates and provides a full range of services, technology and products to 
government sponsored o nline, instant and traditional loueries. 

• TI le Galllilig Solutions segme nt opemtes and prov ides solutions. products and servk.'eS re lat illg {o VLTs anu 
associated systems for the government sponsored market and video and tradi tional mechanical reel s lot machines 
and systems for the commercial gaming markets. 

• The GTECH G2 segme nt provides d igitally-disuibuted, multi-channel gaming e ntenainment products and services, 
including sports betting, lottery, bingo, poker, casino games and quick games, as well as retail solutio ns for real 
time transaction processing and information systems for the sports-betting market. 

No operating segme nts have been aggregated to form the above reportable operating segments. Sales between 
segme nts are made at prices that approximate market prices. 

Manageme nt monitors the operating result s of its operating segments separately for the purpose o f making decisions 
about resource allocation and performa nce assessme nt. Segment performance is evaluated based o n operating 
income. 
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7. Operating segment inrormation (continued) 

The following tables present revenue and operating income (loss) information regard ing the Group's reportable 
operating segme nLS fo r the years ended December 31, 2009 and 2008, respectively. Prior period amounts have been 
reclassified to conform to the current year presentation. 

For the lear ended December 31, 2009 

Total Intersegmenl Third-party Operaling 
(thQusands of euros) revenue revenue revenue income/~Iossl 

Operating Segments 

Italian Operations 1,176,091 1,176,09 1 41 6,302 
GTECH Lottery 780,612 780,6 12 11 4,493 

Gaming Solutions 152,549 152,549 (16,551) 
GTECH G2 71,132 (3,851 ) 67,28 1 (62,658) 

2,180,384 (3,851) 2,176,533 451,586 

Eliminations (3,85 1) 3,85 1 

Purchase accounting (a) 324 324 (85, 165) 
2,176,857 2, 176,857 366,421 

For the lear ended December 31, 2008 

TOlal lnlersegmenl Third-party Operating 
(thousands of euros) revenue revenue revenue income/(loss) 

Operating Segments 

Italian Operations 1,022,634 1,022,634 399,544 

GTECH Lottery 865,440 865,440 140,285 
Gaming Solutions 142,790 142,790 (1 12.770) 

GTECH G2 48,350 48,350 2,623 

2,079,21 4 2,079,214 429,682 

Eliminations 

Purchase accounting (a) (20.274l (20,274) (89,687) 
2,058,940 2,058,940 339,995 

(a ) Principally represents the depreciation, amortization and impairment of acquired tangible and intangible assets in 
connectio n with the August 2006 acquisi tion of GTECH by Lollomatica. 
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7. Operating segment information (continued) 

The following tables present depreciation. amortization and impairment information regarding the Group's 
repoI1ablc operating segmenlS for the years ended December 31 , 2009 and 2008, respectively. 

(thousands of euros) 

Operating Segments 

Italian Operations 

GTECH Lottery 

Gaming Solutions 

GTECH G2 

Purchase accounting (a) 

(thousands of euros) 

Operating Segments 

Italian Operations 

GTECH Lottery 

Gaming Solutions 

GTECHG2 

Purchase accounling (a) 

For the 't.ear cnded December 31, 2009 

Depreciation Amortization Impairment 

61,543 24,438 2,478 

131,474 3,135 1,920 

16,482 5,304 1,804 

2,694 7,389 62,98 1 

212,193 40,266 69,183 

24,408 54,134 6,842 
236,601 94,400 76,025 

for the xear ended December 31, 2008 

Depreciation Amortization Impairment 

50,367 13,797 20 

121,809 3, 169 13,638 

22,657 8,795 73,167 

1,560 6,210 

196,393 31,971 86,825 

29,068 54,124 13,953 
225,461 86,095 100,778 

(a) Represents the deprecialion, amortization and impairment of acquired tangible and intangible assets in 
connection with the August 2006 acquisition of GTECH by Louomatica. 
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7. Operating segment information (continued) 

Geographic information 
The fo llowing table presents revenue infonnation by geography regarding the Group' s reportable operating segments. 
Revenue from external customers is based on the geographical location of the Group's customers . 

(thousands of euros) 
Total Revenue 

Italy 
United States 
United Kingdom 
Sweden 
Poland 
Other 

1,177,378 
535,303 
63,216 
48,077 
42,11 5 

310,768 
2,176,857 

1,023,984 
493,735 
11 8,367 
35,6 10 
52,835 

334,409 
2,058,940 

The follo wing (able presents non-current asset information by geography regarding the Group's reportable operating 
segments. Non-current assets are based on the geographical location of the Group's assets or, in the case of goodwill 
and intangible assets, net, location of the entity acquired. 

(thousands of euros) 
Non-Current Assets 

United States 
Italy 
Sweden 
United Kingdom 
Germany 
Other 

December 31. 
2009 2008 

3,272,9 18 
1,114,487 

112,324 
76,065 
20,358 

119,289 
4,715,441 

3,424,627 
973,300 
128,760 
119,088 
25,055 

117,142 
4,787,972 

Non-current assets consist of the followi ng items in the consolidated statements of financial position: 

(thousands of turos) 
Non-Current Assets 

Systems, equipment and other assets related to contracts, net 
Propeny, plant and equipment, net 
Goodwill 
Intangible assets, net 
Other non-current assets 
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December 31 , 
2009 2008 

774,558 
88,522 

3,006,783 
822,886 
22,692 

4,715,441 

758,7 17 
86,023 

3,074,571 
847,281 

21,380 
4,787,972 
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8. Systems, equipment and other assets related to contracts, net 

Land and Terminals Furniture and ContraclS 
(thousalldJ of euros) Buildinl!s and S~stems Equil:!:rrent in Progress Total 

Net book value 
Balance at January I, 2008 20,204 64 1,925 42,720 35,411 740,260 

Acquisitions 9 31,690 600 226 32,525 

Additions 1,900 53,316 15,379 131 ,659 202,254 

Depreciation (Nole 26) (3,767) (196,675) (13,240) (213,682) 

Impairmenlloss (Note 28) (18,228) (1 ,158) (19,386) 

Disposals (6,085) (261 ) (1,482) (7,828) 

Foreign currency translation 24 19,506 435 4,609 24,574 
Transfers &7 ,955 1,780 (89,725) 10 

Other (24) 14 (10) 
Balance at December 31, 2008 18,370 613,380 47,427 79,540 758,717 

Acquisitions 79 2,077 360 2,516 

Additions 5,043 65 ,124 16,249 172,028 258,444 

Depreciation (Note 26) (4,283) (205 ,87 1) (13,934) (224,088) 
impairmenlloss (Note 28) 6 (110) (104) 

Disposals (1,122) (11 4) (924) (2,160) 

Foreign currency translation (12) (17,206) (364) 2,981 (14,601) 

Transfers 160,5 19 311 (162,554) (1,724) 

Other (2,477) II I (76) (2,442) 
Balance at December 31, 2009 19,197 614,430 49,936 90,995 774,558 

Balance at December 31, 2008 
Cost 34,64() 1.220,551 76.387 79.540 ],411,11 8 

Accumulated depreciation (16,270) (607,171 ) (28,960) (652,401) 
Net book value 18,370 613,380 47,427 79,540 758,717 

Balance at De(emi>er 31 , 2009 

Cost 39,746 1,368,519 90,857 90,995 1,590,117 

Accumulated depreciation (20,549) (754,089) (40,92 1) (815,559) 
Net book value 19, 197 614,430 49,936 90,995 774,558 

The amount of borrowing costs capitalized during the year ended December 31 , 2009 was €1.6 million. The rate used 
to determine the amount of borrowing costs e ligible for capitalization was approximately 5%, which is the effective 
interest rate of all borrowings. 
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9, Property, plant and equipment. net 

Land and Furniture and Construction 
(Ihousands oj euros) BuildinBs gguiElllenI in Pro~s Total 
Net book value 
Balance al January 1, 2008 30,080 30,115 2,934 63,129 
Acquisitions 12,158 5,253 17,411 
Additions 14 5,438 20,859 26,311 
Depreciation (Note 26) (2,070) (9,709) (11,779) 
Impairment loss (Note 28) (1,628) (1,628) 
Disposals (37) (560) (597) 
Non-current assets classified as held for sale 
(Note 19) (10,028) (10,028) 
Foreign currency translation 1,187 1,732 295 3,214 
Transfers 1,456 (1 ,466) (10) 
Balance at December 31, 2008 31,304 32,097 22,622 86,023 
Additions 64 10,189 5~95 15,848 
Depredation (Note 26) (1,554) (10,959) (12~13) 

Disposals (56) (415) (471) 
Foreign currency translation (419) (1 ,046) (631) (2,0%) 
Transfers 136 28,729 (27,141) 1,724 
Other 6 I 7 
Balance al December 31, 2009 29,481 58,596 445 88,522 

Balance at Decembtr 31 , 2008 
CoS! 35,842 50,881 22,622 109,345 
Accumulated depreciation (4,538) (18,784) (23,322) 
Net book value 31,304 32,097 22,622 86,023 

Balance at Decembtr 31 , 2009 

Cost 35,485 87,926 445 123,856 
Accumulated depreciation (6,004) (29,330) (35,334) 
Net book value 29,48 1 58,596 445 88,522 

The amount or borrowing costs capitalized during the year ended December 31 , 2009 was €0.5 mil lion. The rate used 
to detennine the amount of borrowing costs eligible for capitalization was approximately 5%, which is the effective 
interest rale of all borrowings. 
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10. Goodwill 

(thousands of euros) 

Balance at beginning of year 

Acquisitions (Note 6): 
Labe. 
Europa Gestione 
Boss Media 
Alronic 
Toto Carovigno 
SI. Minver 
Royal Gold 
Other 

Adj ustments: 
Foreign currency translation 
Subsequent changes in fair value of contingent liabilities 
Revisions (0 fair value of other assets and liabilities acquired 
Revisions to fair value of Alronic assets and liabilities acquired 
CLS-GTECH Company Limited 
Impairment loss (Note 28) 

Balance at end of year 

Balance at beginning of year 
Cost 
Accumulated impairment loss 

Balana at end of year 
Cos. 
Accumulated impainncnt loss 

December 31, 
2009 2008 

3,074,57 1 

18,035 
13,387 

7,835 
39,257 

(67,141) 
(8,341) 
(4,668) 
(3,046) 

3, 123,288 
(48,7 17) 

3,074,571 

3,079,349 
(72,566) 

3,006,783 

2,793,186 

96, 124 
47,858 
33,625 
23 ,960 
16,065 
14,012 

231,644 

95,824 
2,267 

367 
(48,7 17) 
49,74 1 

3,074,571 

2,793,186 

2,793, 186 

3,123,288 
(48,7 17) 

3,074,571 

As described in Note 3.4, goodwill of€3. 1 billion at December 3 1, 2008, as previously reponed. has been revised to 
properly reOectthe functional curre ncy associated with the July 2, 2007 acquisition of Finsoft Limi ted as British 
pounds sterling. 

Goodwill of€39.3 million arising from acquisitions during 2009 primarily relates to the Labet and Europa Gestione 
acquisitions which occurred on June 25. 2009 and June 4. 2009. respectively (See Note 6). Goodwill related to these 
acquisitions is provisional because they are based on preliminary estimates and assumptions. Revisions to the fair 
values will be recorded whe n the Group receives final information. including appraisals and other analyses. but no t 
later than one year from their respective acquisition dates. 
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10. Goodwill (continued) 

Subsequent changes in fa ir value of contingem liabili ties primarily resulted from changes in estimated contingent 
consideration re lated to the Finsoft Limited ("Finsoft") and SL Enodoc Holdings Limited acquisitions along with 
changes in estimated put/call payments related 10 the Boss Media AB acquisi tion. Goodwill related to these 
acquisitions is provisional as the costs of the acquisitions include contingent consideration and put/call payments. See 
Note 40. 

Revisions to fair val ue of other assets and liabili ties acquired primarily resulted from the fi nalization of the Royal 
Gold S.r.l. ("Royal Gold") purchase accounting, which occurred during September 2009. 

Revisions to fair value of Altonic assets a nd liabili ties acquired resulted from the fina lization of the Atronic purchase 
accounting, which occurred during January 2009. 

The Group reviews goodwill for impairment annually, during its fourth quarter ending on December 3 1, or more 
frequent ly if events or changes in circumstances indicate that the carrying value may be impaired. The €23.8 million 
impairment loss recorded during 2009 relates primarily to the GTECH G2 segment and the €48.7 million impairment 
loss recorded during 2008 relates to the Gami ng Solutions segment. See Notes 12 and 28 for further discussion. 
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t 1. Intangible assets, net 

December 31, 
(thousands of euros) 2009 2008 

Balance at beginning of year 847,28 1 740,613 

Intangible assets acquired during the year: 
Purchase business combination related: 

Customer COniracts 15,767 64,8 11 
Networks 19,360 
Capitalized computer software 30,559 
Trademarks 26,7 15 
Licenses 1,387 
Olher 1,235 

15,767 144,067 
All other intangible assets acquired: 

Concessions and licenses 88,092 2,572 
Patents 9,27 1 7,420 
Sports betting rights and horse racing betting rights 1,963 5, 105 
Other 3,449 3,342 

102,775 18,439 

Total intangible assets acquired 118,542 162,506 
Revisions to fair value of assets and liabilities acquired 15,034 
Customer contracts - CLS-GTECH 15,250 
Foreign currency translation (1 3,632) 18,203 
Impairment loss (Note 28) (49,817) (3,0 15) 
Amortization (Note 27) (94,522) (86,276) 
Balance al end of year 822,886 847,28 1 

Balance at ~ginning ur year 
COSI 1,074,762 879,524 
Accurnulaied amortization (227,48 1) (138,9 11 ) 

847,281 740,613 

BaJance at end of year 
COSI 1,121,489 1,074,762 
Accumulated amortization (298,603) (227,48 1) 

822,886 847,28 1 
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11. Intangible assets, net (continued) 

As described in Note 3.4, intangible assets ofESS3 .l million at December 31. 2008, as previously reponed, has been 
revised to properly re ncet (he functional currency associated with the July 2, 2007 acquisition of Pinsoft Limited as 
British pounds sterling . 

Purchase business combination re lated intangible assets in 2009 princ ipally resulted from the Label acquisition. The 
inlangible assets are provisional because they are based on preliminary estimates and assumptio ns. Revisions to the 
fair values. whic h may be significant. will be recorded whe n the Group receives final information , including 
appraisals and other analyses, bUI nOllater tha n June 25 , 2010 for this acquisition. 

Other imangible assets acquired in 2009 principally relate to the no n-refundable payme nt representing 50% of the 
total cost of 10,761 vidco lottery tcrminal ("V LT") rights in Italy. 

Revisio ns to fair value of assets and liabilities acquired primarily resultcd from the finalizatio n o f the Atronic and 
Royal Gold purchase accounling, which occurred during January 2009 and September 200Y, respectively. See NOles 
6 and 10 for additional information . 

Purchase business combinatio n related intangible assets in 2008 principally resulted from the Atronic, Boss Media 
AB , SI. Enodoc Holdings Limited and Toto Carovigno S.p.A. acquisitions. 

Imnngible assets that are subject {Q amortizatio n are being amortized ratably over the ir estimated useful li ves, with no 
estimated residual values. Certain trademarks and networks were determined to have indefini te li vcs a nd are not 
subject to amortization. The Group expects to make use of the trademarks on existing and future business. and no 
economic, legal or contractual limitation of their useful lives is anticipated. The following tables presem detailed 
information for imangible assets . 

As of December 31,2009 
Weighted Average Gross Net 

Amortization Carrying Accumulated Carrying 
(thousands of euros) Period (Yearsl Amount Amortization Amount 
Subject to amortizalion 
Customer contracts 13.9 627,424 154,263 473, 161 
Concessions & licenses 7.9 105,095 15,052 90,043 
Capitalized computet software 10.4 92,911 34,%5 57,946 
Sports and horse racing belling rights 6.8 65,353 17,656 47,697 
Patents 3.0 77,281 62,703 14,578 
Proprietary hardware 14.0 19,081 4,570 14,5 11 
Networks \.3 7,43 1 3,675 3,756 
Trademarks 5.0 4,574 1,188 3,386 
Other 7.7 33,428 4,53 1 28,897 

1,032,578 298,603 733,975 
Not subject to amortization 
Trademarks 88,91 1 88,9 11 

88,91 1 88,911 
1,121,489 298,603 822,886 
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II. Intangible assets, net (continued) 

As of December 31,2008 
Weighted Average Gross Net 

Amortization Carrying Accumulaled Carrying 
(thousands of euros) Period (Y cars) Amount Amorti zation Amount 
Subject to amorti1J1/ion 
Customer contracts 14.1 681 .332 119.310 562.022 
Capitalized computer software 10.1 99.446 22.498 76.948 
Sports and horse racing betting rights 7.5 61,959 9,961 51,998 
Proprietary hard ware 14.0 20,244 3,370 16,874 
Patents 3.0 65,529 56,56 1 8,968 
Concessions & licenses 3.0 15,787 12.560 3,227 
Trademarks 6.1 3,574 566 3,008 
Networks 2.0 3,123 163 2,960 
Other 9.6 10,596 2.492 8.104 

961,590 227,481 734, 109 
Not subject to amortization 
Trademarks 96,918 96,918 
Networks 16,254 16,254 

Ill. 172 113.172 
1,074,762 227,481 847,281 

The reduction in trademarks and networks as of December 3 J, 2009 compared to December 31, 2008 relates to the 
impairment loss recorded in the GTECH 0 2 segment as described in Note 28. 
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12. Impairment testing of goodwill and intangibles with indefinite lives 

Goodwill and other intangible assets with indefinite lives acquired through business combinalions have been 
allocated to the cash generating units for impairment testing as described in the table below. The carrying amount of 
goodwill . trademarks and networks al December 3 1,2009 and 200S are as follows: 

Goodwill 
(thousands of euros) 2009 2008 

Italian Operations: 
Ital ian Operations (Lottery) 445,175 443,515 
Italian Operations (Commcrical Services) 2 18,437 220,098 
Italian Operations (Sports Betting) 58,668 41,890 
Italian Operations (Machine Gaming) 35599 2 1,812 

757,879 727,315 

GTECH Louery 2,007.715 2,076,586 69,633 70,355 
Gaming Solutions 125,423 131 ,898 13,497 17.877 
GTECHG2 115.766 138.772 5,781 24,940 

3,006,783 3.074,571 88,9 1 J 113, 172 

Italian OperaJions 
For Italian Operations, the recoverable amounts for the Lottery, Commercial Services, Spon s Betting and Machine 
Gaming cash generating units have been determined based on a value in use calculation using cash flow projections 
from financ ial forecasts approved by senior management. These forecasts cover a period of approximately seven 
years for the Lottery and Spons Betting units and approximately four years for the Machine Gaming and Commercial 
Services units, which are based on the weighted average contractual life of customer contracts in Lottomatica's 
portfolio, Cash flows beyond the five year period were extrapolated using a growth rate of 2% for the Lottery, Spons 
Beuing and Machine Gaming cash-generating units and 3.2% for the Comme rc ial Services cash-generating unit, 
which were based on historical trends and expected future performance. 

GTECH Lottery 
For GTECH Lottery, the recoverable amounts have been determined based on fair value less costs to sell using the 
discounted cash flow method of the income approach to value. Under this method we utilized cash flow projections 
based on financial forecasts approved by senior management covering a period of fi ve years. Cash fl ows beyond the 
five year period were extrapolated using an annual growth rate of 3.5%, which reflects the estimated sustainable long
term growth rate of GTECH Louery. 

Gaming Solutions 
For Gaming Solutions, the recoverable amounts have been determined based on fair value less costs to sell using the 
d iscounted cash flow method of the income approach to value. Under this method we utilized cash flow projections 
based on fina ncial forecasts approved by senior management covering a period of fi ve years. Cash flows beyond the 
five year period were extrapolated using an annual growth rate of 4.0% which refl ects the estimated sustainable long
term growth rale of Gaming Solutions. 
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12. Impairment testing of goodwill and intangibles with indefinite lives (continued) 

GTECHG2 
For GTECH G2, the recoverable amounts have been determined based on fair value less costs to sell using the 
discounted cash flow method of the income approach to value. Under Ihis method we utilized cash flow projections 
ha...ed on financial foreca~l<; approved hy senior management covering a period of five years. Cash flows beyond the 
five year period were extrapolated using an annual growth rate of 4.5%, which reflects the estimated sustainable long
term growth rate of GTECH G2. 

Key assumptions used in the value in use and fair value less costs to sell calculations 
The calculation of value in use and fa ir value less costs 10 sell for the cash-generating units described above are most 
sensitive to the following key assumptions on which management has based its cash flow projections to undertake 
impairment testing of goodwill , trademarks and networks. 

)- Service revenue and relaled profit; 
)- Product sales and related profit; 
)- Discount rates; and 
)- Growth rates used to extrapolate cash flow projections 

Service revenue and related profit 
Projected cash flows from service revenue assumes the continuation of recent historical trends adjusted for expected 
new contract wins. anticipated contract renewal pricing pressures, and the expected impact of sales and marketing 
initiatives that are being developed or expected 10 be developed. 

Product sales and related profit 
Projecled cash flows from product sales assumes renewal orders from existing customers in connection with known 
upcoming procurements. along with orders from new or developing customers and markets al selling prices generally 
in line with hi storical experiences adjusted for expected competitive pressures. 

Discount rates 
Discount rates were calculated based on the estimated cost of equity capital and debt capital considering data and 
factors relevant to the cconomy, thc industry, and the cash-generating units. These COSls were then weighted in terms 
of a typical industry capital structure to arrive at an estimated weighted average cost of capital . The after-tax discount 
rates appl ied to the cash flow projections for the cash-generating units described above were as follows: 

Italian Operations (Lottery) 
Italian Operations (Commercial Services) 
Italian Operations (Sports Belting) 
Italian Operations (Machine Gaming) 
GTECH Louery 
Gaming Solutions 
GTECHG2 

8.3% 
8.4% 
8.0% 
8.5% 
7.0% 
9.5% 
11 .0% 

Growth rate used to extrapolate cash flows beyond the five-year forecast period 
Growth rale.s are based on the estimated sustainable long-term growth rates of the cash-generating units. 
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12. Impairment tesling of goodwill and intangibles with indefinite lives (continued) 

Sensitivity to changes in assumptions 
With the exception of the GTECH 02 cash generating unit, management believes that any reasonably possible 
change in any of the key assumptions on which the cash generating unit's recoverable amOllnts is based would not 
cause the unit's carrying amount to exceed its recoverable amount. Because the fair value ofGTECH G2 's cash 
generating unit is equal to its carrying value, any adverse change in a key assumption may cause a further impainnent 
loss to be recognized . 

During 2009. €22.3 million of goodwill impainnent losses related to GTECH G2'5 cash generating unit were 
recorded. See Note 28 for further discussion. 

13. Other assets (non·current a nd current) 

(thousands of euros) 
Other noo.eurreot assets 
Long-term deferred asset 
Long-term customer receivables 
Deposits 
Long-term prepaid expenses 
Sales-type lease receivables 
Share of non-current assets of joi nt ventures 
Other 

(thousands of euros) 
Other current assets 
Other receivables 
Prepaid expenses 
Value-added lax receivable 
Other tax receivables 
Share of other current assets of joint ventures 
Other 
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December 31, 
2009 2008 

6,978 
6,517 
3,470 
3,075 
1,1 13 

1,539 
22,692 

December 31, 

8,97 1 
3,235 
2,725 
1,842 
1,974 
2,633 

21,380 

2009 2008 

28,104 
10,429 
10,188 
9,676 

299 
2,88 1 

61,577 

26,263 
10,048 
15,043 
10,239 
1,416 
2, 151 

65,160 
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14. Financial instruments 

Fair values 

Set out below is a comparison by class of the carrying amounts and fair values of our financial instruments. 

December 31, 2009 December 31, 2008 
Carrying Fair Carrying Fair 

(rlwusaluis of euros) Amount Value Amount Value 
Non-current financial assets 
Loans and receivables 

Other loans and receivables 1,864 1,864 
1,864 1,864 

A "ailable-for-sale financial investments 
Other available-for-sale financial invesllnents 5,445 5,445 390 390 

5,445 5,445 390 390 

7,309 7,309 390 390 

Cumnt financial assets 
Cash and cash equivalents 

Cash and cash equivalents 469,335 469,335 109,274 109,274 
469,335 469,335 109,274 109,274 

Derivatives 
Foreign currency forward contracts 445 445 4,211 4,211 
Swap receivable 133 133 
Net investment hedge 1,343 1,343 

578 578 5,554 5,554 
Loans and receivables 

Escrow and other deposits 6 6 8,776 8,776 
Loan guarantees 468 468 
Other loans and receivables 4,029 4,029 3,440 3,440 

4,035 4,035 12,684 12,684 
A "ailable-for-sale financial investments 

Investment in government securities 2,050 2,0 17 
2,050 2,017 

4,613 4,613 20,2RR 20,255 

Cash and cash equivalents are stated at cost, which approximales fair value, and earn interest at market rates . 
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14. Financial instruments (continued) 

(thousands of euros) 
Non-current financial liabilities 
Loans and borrowings 

GTECH Senior Credit Facilities 
Capital Securities 
NOles (Note 21) 
LTO Revolving Credit Facility 
LTO Tcnn Loan Facility 
Joint venture related debt 
Other loans 

Derivatives 
Interest rate swaps 

Other financial liabilities 
Swap Liability (Note 20) 
Acquisition related liabilities 
World Headquarters finance lease (Note 40) 
Other finance lease obligations 
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December 31, 2009 
Carrying Fair 
Amount Value 

1,145,100 
733, 180 
740,821 

2,889 
2,62 1,990 

53,094 
53,094 

56,391 
2,629 

18,693 
11,510 
89,223 

142,J17 

1,122,734 
673,854 
761,764 

2,889 
2,561,241 

53,094 
53,094 

56,200 
2,629 

16,081 
11 ,510 
86,420 

139,514 

December 3 1, 2008 
Carrying Fair 
Amount Value 

1,359,888 1,370,698 
730,525 433,652 

50,000 50,000 
353,354 360,000 

10, 142 10,142 
69,893 69,893 

2,573,802 2,294,385 

73,739 73,739 
73,739 73,739 

29,312 29,312 
19,882 18,653 
11,671 11 ,67 1 
60,865 59,636 

134,604 133,375 
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14. Financial instruments (continued) 

(thousands of euros) 
Current financialliabililies 

Loans and borrowings 
GTECH Senior Credit Facilities 
Capital Securities 
Notes (Note 21) 
LTO Revolving Credit Facility 
LTO Tcnn Loan Facility 
Joint venture related debt 
Other loans 

Derivatives 
Interest rate swaps 
Net investment hedge 
Foreign currency forward contracts 

Other financial liabilities 
Swap Liability (Note 20) 
Acquisition related liabilities 
World Headquarters finance lease (Note 40) 
Other finance lease obligations 
Loan guarantees 

December 31, 2009 
Carrying Fair 
Amount Value 

203 203 
46,618 42,846 
3, 147 3,236 

22 22 

22,275 22,275 
72,265 68,582 

664 664 
1,107 1,107 

599 599 
2,370 2,370 

29,924 29,896 
22,842 22,842 

513 441 
4,236 4,236 

57,515 57,415 

59,885 59,785 

December 31, 2008 
Carrying Fair 
Amount Value 

2,565 2,565 
46,491 27,598 

95 95 
601 601 

2,878 2,878 
69,327 69,327 

121,957 103,064 

1,492 1,492 
1,492 1,492 

6,769 6,769 
454 426 

3,558 3,558 
468 468 

11 ,249 11,221 

12,741 12,713 

The fair values of our fi nancial instruments were determined using the following methods and assumptions: 

• Foreign currency forward contracts and net investmem hedge are calculated by reference to current forward 
exchange rates for contracts with simi lar maturity profiles; 

• Escrow and other deposits are stated at cost, which approxi mates fa ir value, and earn interest at market rates; 
• Capital Securities, Notes and interest rate swaps were calculated by independent investment bankers using 

market interest rates; 
• OTECH Senior Credi t Facilities was calculated by reference to a third party forecast of the applicable variable 

rate and quotation of the spread for a loan of similar risk and maturity profile; 
• L TO Revolving Credit Facility and L TO Term Loan Facility approximate their carrying amounts, excluding the 

effect of debt issuance costs; 
• Swap LiabililY was calcu laled using a mark.el interest rate; 
• Acq uisition related liabilities and loan guarantees were determined using discounted cash flows; 
• World Headqtlaners finance lease is recorded at the present vruue of the lease payments based on current market 

interest rates; and 
• Other finance lease obligations are based on current market interest rates. 
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14. Financial instruments (continued) 

Fair value hierarchy 
For the purpose of determining and disclosing the fair value of financial instruments by valuation technique. 
derivati ves and available-for-sale financial investments are considered Level 2. whereby other techniques for which 
all inputs which have a signi ficant effect on the recorded fair value are observable, e ither directly or indirectly. 

15. Income tax 

Income before income lax expense consists of the following: 

(tlwusands of euros) 

Italy 
Foreign 

The significant components of income tax expense are as follows: 

(thousands of euros) 
Current 
Italy 
Foreign 

Total Current 

Dtferred 
Italy 
Foreign 

Total Deferred 
Income tax expense 
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December 31, 
2009 2008 

311,736 
(123,540) 
188, 196 

December 31, 

312,301 
(126,885) 
185,416 

2009 2008 

108, 173 
23,237 

131,410 

7,090 
(62,658) 
(55,568) 
75,842 

109,080 
45,632 

154,7 12 

(793) 
(106,373) 
(107, 166) 

47,546 
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15. Income tax (continued) 

The tax effects of temporary differences and carryforwards that give rise to deferred tax assets and liabilities consist 
of the following: 

(thousands of euros) 
Dererred tax assets 
Provisions not currently deductible for tax purposes 
Depreciation and amortization 
Net operating loss carryforward 
Interest rate swaps 
Foreign currency translation 
Cash collected in excess of revenue recognized 
Inventory reserves 
Tax credit canyforward 
Other 

Dererred tax liabilities 
Acquired intangible assets 
Depreciation and amortization 
Other 

Net dererred tax liabilities 

Reconciliation to the statement or financial position 

Deferred income tax assets 
Deferred income tax liabilities 

Reconciliation or net deferred tax liabilities 
Net deferred tax liabilities at December 3 I, 2009 
Net deferred tax liabili ties at December 31, 2008 
Net change on the balance sheet 

Deferred tax benefit recorded to the income statement 
Other deferred tax benefit recorded to equity 
Deferred tax expense recorded to goodwill 
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December 31, 
2009 2008 

99,491 
76,737 
75,803 
20,137 
12,362 
5,122 
3.250 
1,169 
4,227 

298,298 

326,274 
97.437 
2.684 

426,395 
(128,097) 

6,030 
(134, 127) 
(128,097) 

(128,097) 
(205,988) 

77,891 

55,568 
23,948 
(1,625) 
77.89 1 

48,354 
83,218 
45,607 
28,469 

3,384 
13,008 
4.969 
1,21 0 
7,202 

235,421 

335,745 
104,030 

1,634 
441,409 

(205,988) 

23,633 
(229,621) 
(205,988) 
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15. Income tax (continued) 

The effective income tax rate o n income before income tax expense differed from the Italian statutory tax rate for the 
following reasons: 

December 31 , 
(thousands of eurQs) 2009 2008 

Income before income tax expense 188, 196 185,4 16 

Italian statutory tax rate 27.50% 27.50% 

Theoretical provision for income taxes 51,754 50,989 

Reconciliation of the theoretical and effective provision for income taxes: 

Permanent differtnces 
Italian local tax (!RAP) 23,800 24,05 1 
Nondeductible expense 10,763 9,167 
Foreign tax rate differential (5,547) (25,879) 
Substitutive tax basis benefit (10,191) 
Other (4,928) (591) 

Total tax provision 75,842 47,546 

Effective lax rate 40.3% 25.6% 

AI December 3 1,2009, a (€492.0) mill io n deficit existed in undistributed earnings of foreign subsidiaries. 
Accordingly, no undistributed earnings existed thai would have required the consideration of a deferred tax liability if 
such earnings were forecasted to be distributed in the foreseeable future . If undistributed earnings had exi sted at 
December 31 ,2009. an associated deferred tax liabi li ty would not have been required because there is no intention by 
the Group to remit foreign earnings in the foreseeable fu ture. 

At December 3 1,2009, the Group has recognized deferred tax assets related to operating losses oft/8.9 million 
(United States, state and Italian net operating losses) and recognized deferred tax assets related to tax credits ofEl.2 
million. The recognition of these assets is based on expectations that sufficient taxable income will be generated in 
future years to util ize the tax loss carry forwards. The Group also has E23. 1 million of unrecogn ized deferred tax 
assets related to net operating losses and Ell.l million of unrecognized deferred lax assets related to tax credits. 
These deferred tax assels were nOI rccorded because realization of Ihcse assets is uncertai n. 

At December 31 , 2009, the Group had Italian net operating loss carry forwards for income tax purposes ofE9. 1 
million that expire at various dates through 2014 . The Group also has United States (US) federal net operating loss 
carry forwards of€ 161.6 million that expire at various dates through 2029. 

AI December 3 1, 2009, the Group had US state net operating losses that wi ll expire at various dates throug h 2029. 
The Group has recorded a deferred tax asset of €1 7.6 million for these state net opcraling losses. 
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15. Income tax (continued) 

At December 3 1,2009, the Group had unrecognized foreign net operating losses of€44.9 millio n that expire at 
various dates through 2027. The Group also had unrecognized US tax credit carry forwards of €2 1.1 million that 
expire at various dales through 2018. 

On February 4, 2010, (he US Inlernal Revenue Service completed an examination of the Group 's consolidated 
income tax returns for 2003 to 2006 resulting in a signed Revenue Agent Report ("RAR"), which was approved by 
the Joint Committee on Taxation. As a result ofthe approved RAR, during the first quarter of201O, the Group 
expects to receive a cash refund of approximately € 1.5 million and also expects to record approximately €8.9 million 
of tax benefits. 

16. Inventories 

(thousands of euros) 

Raw malerials 
Work in progress 
Finished goods 

December 31, 
2009 2008 

25.374 
48.665 
60.041 

134,080 

28,419 
50.633 
50,508 

129,560 

The total cost of inventory related to product sales that were recognized as an expense during 2009 and 2008 was 
€ 122.3 mill ion and € 191.5 million, respectively, which is induded in raw materials, services and other costs in our 
consolidated income state ment. 

The amount of write-down of inventories recognized as an expense during 2009 and 2008 was f:J .O millio n and f:7 .7 
million, respecti vely, wh ic h is included in raw materials, services and other costs in our consolidated income 
statement. 

17. Trade and other receivables 

(thousands of eUfOS) 

Trade receivables 
Receivables from intennediaries 

Related pany receivables (Note 38) 
Sales-type lease receivables 
Allowance for doubtfu l accounts (Note 41) 

December 31, 

2009 2008 

584,33 1 
268.967 

2.647 
666 

(64,808) 
791,803 

491.088 
325,139 

744 
656 

(44,032) 
773,595 

Receivables from intermediaries represent amounts due from tobacconislS, bars, pelTol stations, newspaper stands a nd 
motorway restaurants in which Lottomatica provides third-party processing services related to their commercial 
services network. Trade receivables and receivables from intermediaries are non-interest bearing. 
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18. Consolidated net financial position 

(thousands of eums) 

Cash on hand 
Cash at bank 

Cash and cash equivalents 

Current financial receivables 

Capital Securities 
Swap Liabili ty (Note 20) 
Atronic related debt 
Boss Media contingent liability 
Short-tenn borrowings 
Other 

Current financial debt 

Net current financial debt (cash) 

GTECH Senior Credit Facilities 
Notes (Note 21) 
Capital Securities 
Swap Liability (Note 20) 
Interest rate swaps 
Atronic related debt 
LTG Term Loan Facility 
LTG Revolving Credit Facility 
Boss Media contingent liability 
Other 

Non current financial debt 

Net financial position 

Total indebtedness included in net financial position 
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December 31, 
2009 2008 

453 
468,882 
469,335 

4,613 

46,618 
29,924 
21 ,782 
17,52 1 

467 
15,838 

132,150 

(341 ,798) 

1,145,100 
740,821 
733,180 

56,391 
53,094 
2,803 

32,918 
2,764,307 

2,422,509 

2,694,255 

392 
108,882 
109,274 

20,288 

46,49 1 

11 ,384 

58,803 
18,020 

134,698 

5,136 

1,359,888 

730,525 

73,740 
69,793 

353,354 
50,000 
14,252 
56,854 

2,708,406 

2,713,542 

2,695,759 
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19. Non-current assets classified as held for sale 

In August 2008. the Group classified certain property acquired in connection with its acquisition of Atronic (Gaming 
Solutions segment) located in Scollsdale, Arizona, USA as held for sale. Under the direction of managemenl, the 
property is being actively marketed for sale al a price that is reasonable given c hanges in market conditions. The 
major classes of assets held fo r sale are as follows: 

(thousands of euros) 

BuUding 
La"d 

Foreign currency translation 
Asset impainnent loss 

Non-current assets classified as held for sale 

December 31, 
2009 2008 

3,957 
3,499 
7,456 
(179) 

(1,387) 
5,890 

5,360 
4,668 

10,028 

(2,572) 
7,456 

The Group recorded an impainnent loss of€1.4 million (€O.9 millio n net of lax bene fit) and €2.6 million (€1.6 
million net o f tax benefit) on the remeasurement to fair value less costs to sell for this property during the fo urth 
quarter of 2009 and 2008, respectively. 

20. Issued capital and reserves 

Authorized shares 

Ordinary shares of €I par value per share 

Ordinary shares outstanding, issued and rully paid 

Balance at January 1.2008 

Shares issued upon exercise of stock options 

Shares issued under stock award plans 

Balance at January 1, 2009 

Ordinary share capital issued 

Balance at December 31, 2009 

December 31, 
2009 2008 

180,857,821 

151,899, 196 
232,400 

155,241 

152,286,837 

19,728,536 
172,015,373 

159,278,775 

Approximately 1.5 million and 1.5 million ordinary shares were reserved to satisfy rights in respect of our various 
share-based payment plans at December 3 1, 2009 and 2008, respectively. 

On November 24 , 2009, Lonomatica raised €350 million by issuing 19,728,536 shares to Mediobanca International 
(Luxembourg) S.A. ("Mediobanca") for €17.7408 per share (a 15% premium to the market price of€15.4 268), the 
proceeds of whic h will support development plans in Italy, primarily for the renewal of the Grana & Vinci (Scratch 
&Win) concession and the purchase of video lonery terminal rights . 
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20. Issued capital and reserves (continued) 

In order to raise the funds necessary to subscribe for the shares. Mediobanca commissioned UBI Banea international 
S .A. to issue mandatory exchangeable bonds ("the Bonds") which, upon maturity on October 29.2012 , must be 
exchanged inlo Louomatica ordinary shares. The Bonds were placed with qualified investors on a private placemem 
basis and bear interest at 8.75% per annum payable semi-annually in arrears in equal installments on October 29th 
and April 29th o f each year, commencing on April 29,2010. 

Louomatica entered into a swap agreement with Mediobanca whereby Mediobanca paid an upfro nt fixed amount 10 
Lottomatica of€46 mi llion, corresponding to the 15% premi um to market. Lottomatica will pay fixed payments semi
annually to Mediobanca that correspond to interest on the Bonds that are not converted at any interest payment date. 
The present value of these payments has been recorded as a financial liability in the consolidated statement of 
financial position (the "Swap Liability"). 

Other reserves at December 3 J. 2009 consist of the following: 

Stock 
Option Net 

>nd Sharc- Unrealized 
Restricted Based E,An Gain! Treasury 

Leg~ Stock Payment 2349 (Loss) Translation Sh"" 
(thousands of euros) Reserve Reserve Reserve Reserve Reserve Reserve Reserve Total 

Balance at January 1.2009 30.380 34.066 26~40 1.834 (43.987) (153.346) 382.096 277.583 

Fair value of interest rale swaps 13. 147 13,147 

Amonization of unrecognized gain 
(570) (570) 

on inteTCSt rate swap 

Unrecognized nelloss on derivative 
(732) (732) 

instruments 

Unrecognized net loss on available 
(78) (78) 

for sale in\'estment 

Foreign currency translation (22.499) (22.499) 

Appropriation of2008 income in 
77 77 

accordance wi th Italian law 

Share-based pay trent 916 916 

Shares issued under stock award 
(2.608) (7.074) (9.682) 

plans 

Balance al December 31, 2009 30.457 31.458 20.382 1.834 (32.220) (175.845) 382.096 258.162 

141 
DOCUMENT REDACTED BY TLC -124-10 



L ' TTOMATICA 
GROUP 

2009 Annual Report 

LOTIOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLlDA TED F[NANCIAL STATEMENTS 

20. Issued capital and reserves (continued) 

Other reserves at December 3 1, 2008 consist of the following: 

Stock 
Option Net 

aod Share- Unrealized 
Restricted Based Ex Art GainJ Treasury 

uS· Stock Payment 2349 (Loss) Translation Share 
(thousands of euros) Reserve Reserve Reserve Reserve Reserve Reserve Reserve Total 

Balance at January 1, 2008 30,303 25,536 22,034 1,989 (4,187) (189,952) (114,277) 

Fair value of interest rate swaps (39.925) (39.925) 

Amortization of unrecognized gain on (570) (570) 
interest ralc swap 

Unrecognized net gain on derivative 
fIJI 607 

instruments 

Unrecognized net gain on available 
88 88 

for sale investment 

Foreign currency trnnslation 36.637 ~fi.n~7 

Treasury share pu~hase plan 456,926 456,926 

Treasury shares purchased (74,830) (74,830) 

Appropriation of 2007 income in 
77 77 

accordance with Italian law 

Share-based payment 14,682 14,682 

Shares issued under stock award plans 8,530 (10,176) (155) (1,801 ) 

Other movements in equity (31) (31) 

Balance at December 31, 2008 30,380 34.066 26,540 1,834 (43,987) (153,346) 382,096 277,583 

As described in Note 3.4, other reserves of€295.2 million at December 31, 2008, as previously reported, has been 
revised to properly reflect the fu nctional currency associated with the July 2, 2007 acquisi tion of Finsoft Limited as 
British pounds sterling. 
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20. Issued capital and reserves (continued) 

Nature and purpose or other reserves 

Legal reserve 
The legal reserve is required by Italian law and must be increased by a minimum of5% of net income for the year 
unti l the balance represents 20% of share capital. 

Stock option and restricted stock reserve 
The stock option and restricted stock reserve is used 10 record the fair value of stock options granted to employees 
thaI have been exercised and stock awards that vested during the year. 

Share-based payment reserve 
The share-based payment reserve is used to record the increase in equity where goods or services are received in 
equity-settled share-based payment transactions. Decreases relate to the fair value of stock awards that vested during 
the year. 

Ex Art 2349 reserve 
The ex art 2349 reserve was established by shareholders ' resolution in accordance with Lonomatica's by-laws, as 
appropriated from income of the Group, to serve share-based payment plans. Decreases relate to stock awards granted 
to employees that vested during the year. 

Net unrealized gain/(loss) reserve 
The net unreaHred gain/(loss) reserve is used to record : 
• the deferred gain, net of amortization, related to our agreement to lock in interest rates to hedge €750 million of 

capital securities; 
• the fair value of interest rate swaps assessed 10 be highly effective; and 
• the unrecognized net gain or loss on other derivalive instruments assessed as being highly effecti ve and available 

for sale investments. 

Translation reserve 
The translation reserve is used to record : 
• exchange differences that arise from the translation of the financial statements of fore ign subsidiaries, joint 

ventures and investments valued at equity; and 

• exchange differences that arise on monetary items that, in substance, form part of the net investmem in fore ign 
operations (such as intragroup loans where settlemem is neither planned nor like ly to occur in the foreseeable 
future). 

Treasury share reserve 
The lreasury share reserve was established upon the approval at the April 2008 Shareholders' Meeting, of the plan to 
repurchase Lottomatica ordinary shares up to a maximum amount of 10% of share capital within an IS-month time 
period. In October 2009, the IS-month buy-back period expired. Decreases result from the actual purchase of treasury 
shares. 
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21. Debt 

(thousands of euros) 

Long-term debt, Jess current portion 

GTECH Senior Credit Facilities 

Notes 

Capital Securities 

LTD Term Loan Facility 

LTD Revolving Credit Facility 

Other 

Share of non-current debt of joint ventures 

Short-term borrowings 

Short-term borrowings 

Share of short-tenn borrowings of join! ventures 

Currenl portion of long-term debt 

Capital Securities 

Notes 

GTECH Senior Credit Facilities 

LTO Revolving Credit Facility 

LTG Term Loan Facility 

Other 

Share of curren! portion of long-term debt of joint ventures 

Total indebtedness 

GrECH Senior Credit Facilities 

December 31, 

2009 2008 

1,145, 100 

740,82 1 

733,180 

2,889 

2,621 ,990 

2,621 ,990 

5,079 

5,079 

46,618 

3, 147 

203 

22 

17,196 

67,186 

67, 186 

2,694,255 

1,359,888 

730,525 

353,354 

50,000 

69,893 

2,563 ,660 

10, 142 
2,573,802 

59,866 

982 

60,848 

46,49 1 

2,565 

95 

601 

9,461 

59,213 

1,896 

61, 109 

2,695 ,759 

GTECH is a party to an agreement with a syndicate of financial inslitutions for senior unsecured credit facilities (the 
"GTECH Senior Credit Facilities") which expire on August 29, 2012. The GTECH Senior Credit Facilities are 
unsecured and unsubordinated and are fully and unconditionally guaranteed by Lottomalica, GTECH Holdings 
Corporation ("Holdings" ), G1ECH Rhode Island Corporation rGTECH Rhode Island"), Lottomatica International 
Hungary Kft . ("Lonomalica Hungary") and In ve. .. t Game. .. S.A. (" Inve. .. t Games") (Holdings, GTECH Rhode I!;land, 
Lottomatica Hungary and Invest Games are collecti vely referred to herein as the "Other Guarantors"). 
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21. Debt (continued) 

The OTECH Senior Credit Facil ities consist of the following faci lities (US dollars in thousands): 

Term Facility A 
Term Facility B 
Revolver A 
RevolverS 

Committed amount available 
December 31, 2008 December 31, 2009 

1,3 10,950 
421 ,650 
250,000 
250,000 

2,232,600 

1,256,0 18 
403,982 
250,000 
250,000 

2, 160,000 

Amount 
borrowed at 

December 31, 2009 

1,256,018 
403,982 

4,857 (al 
1,664,857 

(a) Represents letters of credit that reduce the amount available under Revolver B 

The GTECH Senior Credit Facilities require that GTECH repay Term Facili ty A and Term Facility B (Tenn Fac ility 
A and Term Facility B arc collecti vely referred to as the "GTECH Term Facilities") pursuanilO the follo wi ng 
schedule (US dollars in thousands): 

2011 
2012 

Total 

180,000 
1,480,000 
1,660,000 

Interest is generally payable three months in arrears at roles determined by reference to LIB OR plus a margin based 
on the Group's rat io of total net debt to earni ngs before interest, taxes, depreciation and amortization. and the Group's 
senior unsecured long-term debt rating. A facili ty fee is payable quarterly at a rate of 0.24% per annum on the total 
available commitment of Revolver A and Revolver B. At December 3 1, 2009, the effective interest rate on the 
GTECH Senior Credit Facilities was 0.85%. 

The GTECH Senior Credit Facilities have covenants and restrictions including, among other things, requirements 
relating to the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, and 
limitations on dividends. Violation ofthcsc covenants may result in the full princ ipal amount of the GTECH Senior 
Credit Facilities becoming immediately payable upon written notice. At December 31, 2009 and December 3 1, 2008, 
we were in compliance with all covenants and restrictions. 

Debt issuance costs associated with the GTECH Senior Cred it Facilities are being amortized over approximately six 
years beginning September 2006. 

NOles 
In December 2009, Lottomatica issued €750 million of guaranteed notes due December 5, 20 16 (the «Notes"). The 
Notes are unconditionally and irrevocably guaranteed by GTECH and the Other Guarantors. The Notes, which have 
received a rating equal to a Baa3 and a BBB- by Moody's Investors Service Limited and Standard & Poor's Rating 
Service, respectively. are listed on the Luxembourg Stock Exchange. 
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21. Debt (continued) 

Interest is payable annually in arrears, with the first payment due on December 5, 2010, at 5.375% per annum, and is 
subject to adj uslmcnI from time to time in the event of a step up rating change or step down rating change. In the 
event of a step up or step down rating change, the interest rate shall be increased or decreased by 1.25% per annum, 
provided that at no lime during the term of the NOles will the intere.'i{ rate he higher than 6.625% or lower than the 
ini tial rate of interest of 5.375%. 

Unless previously redeemed or purchased and cancelled, the Notes will be redeemed at 100% of their principal 
amount on December 5, 2016. The Noles may be redeemed at any time after January 4, 2010 by the Issuer, in whole 
but not in part, at the greater of (i) 100% of their principal amount together with any accrued interest or (Ii) an 
amount specified in the terms and conditions to the Notes. The Notes may also be redeemed in whole, but not in part, 
at 100% of their principal amount at the option of the Issuer in the event of certai n changes affecting ta",ation in haly, 
the United States, Hungary or Lu",embourg. Holders of the Notes may require Louomatica to redeem the Notes in 
whole or in part at 100% of their principal amount plus accrued interest following the occurrence of certain events 
specified in the terms and conditions of the NOles. 

The proceeds of the Notes, net of associated fees and costs, were used to repay the LTO Term Loan Facility (as 
defi ned below), a portion of the GTECH Senior Credit Facilities and other debt. 

Debt issuance costs associated with the Notes are being amortized over appro",imately seven years beginning 
December 2009. 

Capital Secun'ties 
In May 2006, Lottomatica issued €750 million of subordinated interest-deferrable capital securities due March 2066 
(the "Capital Securities"). The Capital Securities have a fixed interest rate of 8.25% payable annually through March 
31,2016 and thereafter have a variable interest rate of six-month EURlBOR pl us 505 basis poinu; payable semi 
annually. The Capital Securities have received a rating equal to a 88 and 8 a3 by Standard & Poor's Rating Service 
and Moody's Investors Service Limited, respectively. The Capital Securities are listed on the Luxembourg Stock 
Exchange. 

The Capital Securities are redeemable at maturity, at par value after March 31, 2016, upon the occurrence of certain 
tax events, through open market purchases, by public cash tcndcr offer, or if a change of control cvcnt occurs. 

Debt issuance costs associated with the Capital Sec urit ies are being amortized over ten years beginning May 2006. 

The Capital Securities allow Lottomatica to optionally defer interest payments and mandates deferral of interest 
payments if Lottomatica is in breach of the interest coverage ratio as defined in the Capital Securities agreement. 
Under circumstances described in the Capital Securities trust deed, Lottomatica is required to settle deferred interest 
payments in cash or equity. During 2009 and 2008, €61.9 million and €62.l million, respectively, of interest on the 
Capital Securit ies was paid. 

The terms of the Capital Securities require Lollomatica to authorize the issuance of ordinary shares in accordance 
with a resolution approved by Louomalica shareholders. At each annual general meeting, the value of the ordinary 
shares authorized for issuance must be at least equivalent to the interest payments due during the fo llowing two-year 
period. As of December 31, 2009, the authorization was in place for the issuance of capital up to €170 million. 
Interest payments over the next two years are approximately €124 million. 
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21. Debt (continued) 

LTO Term Loan Facility 

In December 2008, Lottomalica entered into an agreement with a syndicate of financia l institutions for a €360 million 
senior unsecured term loan facility (the "LTO Term Loan Facility"), On December 3, 2009, the outstanding balance 
of the L TO Term Loan Facility was paid wi th (he proceeds of the NOles. As a result, unamortiz.ed debt issuance costs 
and interest rate swaps associated with the LTD Term Loan Facility were wrillen off to OIher expense in the 
consolidated income statement, further details of which are provided in Note 29. 

LTO Re'l'olving Credit Facility 
In May 2008, Lottomatica entered into an agreement with a syndicate of financial institutions for a €300 million 
senior unsecured revolving cred it faci li ty (the "LTD Revolving Credit Facility"). The LTO Revolving Credit Fac ility 
expi res on August 29, 2012. The LTO Revolving Credit Fac ility is unsecured and unsubordinated and is fully and 
unconditionally guaranteed by GTECH and the Other Guarantors. 

Interest is generally payable monthly in arrears at rates determined by reference to EURIBDR plus a margin based on 
the Group's ratio of lotal net debt to earnings before interest. taxes, depreciation and amortization, and the Group's 
senior unsecured long-term debt rating. A facility fec is payable quarterly at a rate of 0.36% per annum on the total 
available commitment of the LTD Revolvi ng Credit Facility. 

The L TO Revolving Credit Facility has covenants and resuictions including, among other things, requirements 
rdating to the maintenance of certain fillallciat rdtios, lilil itations o n capital eApendilures and acquis itions, and 
limilalions o n dividends. Violation of these covenants may result in the full principal amount becoming immediately 
payable upon written notice. At December 31 , 2009 and December 31, 2008, we were in compliance with all 
covenants and resuictions. 

Debt issuance costs associated with the LTD Revolving Credit Facility are being amortized over approximately four 
years beginning May 2008. 

As of December 31, 2009. there was no outstanding balance under the LTD Revolving Credit Facility. 

Letters of Credit 
In connection with certain custo mer contracts, we are required to issue letters of credit for the benefit of our 
customers. The letters of credit primarily secure o ur performance under the customer contracts. At December 3 1, 
2009, €619.9 million of letters of credit were outstanding wi th a weighted average annual cost of 0.79%. At 
December 31, 2008, €425.1 million of letters of credit were outstand ing with a weighted average a nnual cost of 
0.55 %. 
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22. Provisions 

Legal Tax 
(thousands of euras) Matters Matters Other Total 
Long-term provisions 
Balance at January 1,2009 15.7 17 7.693 3.632 27.042 
Arising during the year 796 1.103 1.899 
Utilized (5.840) (470) (243) (6,553) 
Unused amounts reversed (1 ,997) (1,997) 
Other 1,600 198 1,798 
Foreign currency translation 466 315 781 
Balance at December 31, 2009 11,139 9,138 2,693 22,970 

Short-term provisions 
Balance at January 1,2009 1,125 1,151 2,276 
Arising during the year 126 345 471 
Utilized (13) (522) (535) 
Unused amounts reversed (380) (380) 
Foreign currency translation 26 26 
Balance at December 31, 2009 1,238 620 1,858 

Legal matters 
Provisions relate primarily to the legal matters discussed in Note 39 and are calculated based on management's 
expectations of settlement determined with the assistance of legal counsel. 

Tax matters (other than income taxes) 
Provisions relate primarily to disputed tax assessments and reserves for regulatory audits and are calculated based on 
assessed taxes and expected payment of tax based on statutory rates. 

Other 
Other provisions relate primarily to warranty obligations, which generally extend for 12 monlhs, on equipment sales 
and prizes on cenain lottery games. Provisions are calculated based on historical cost information and expected prize 
payouts. Settlement on prizes varies according to the terms of each individual game. 
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23. Other liabilities (non-current and current) 

(thousands of euros) 
Other non-current liabilities 
Deferred revenue 
Contingent liabilities related to GrECH acquisition 
Staff severance fund (Note 37) 
Other 

(thousands of euros) 
Other current liabilities 
Accrued expenses 
Employee compensation 
Taxes other than income taxes 
Deferred revenue 
Advance payments from customers 
Advance billings 
Other 

24. Raw materials, services and other costs 

(tho!lsands of euros) 

Operating expenses 
OULSide services 
Consumables 
Cost of product sales 
Insurance. miscellaneous taxes and other 
Telecommunications 
Occupancy 
Travel 
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December 3 1 , 
2009 2008 

27,628 
13,503 
8,082 
5,971 

55,184 

December 31, 

18.321 
15,169 
7,755 
7,094 

48,339 

2009 2008 

99,763 71,403 
56,841 49,956 
49,763 58,872 
38,259 53,6 19 
18,647 36,726 
7,29 1 7,383 

792 
270,564 278,75 1 

December 31, 
2009 2008 

479,406 
144,704 
110,881 
99,423 
77,956 
62,375 
47,551 
30,133 

1,052,429 

394,109 
124,322 
98,7 11 

196,276 
40,300 
67,525 
42,638 
27,366 

991,247 
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25. Personnel 

(tlwusands oJ euros) 

Payroll 
Statutory benefits 
Company benefits 
Incenti ve compensation 
Stock compensation (Note 35) 
Other 

The Group's worldwide employees are comprised of the following personnel: 

December 3 1, 

2009 2008 

333,466 
31,288 
26,306 
24,336 

916 
11 ,993 

428,305 

280,389 
29,4ll5 
44,789 
30,093 
14,682 
11 ,155 

41 0,513 

Number of employees 
As of December 31, 2009 

Average "P~e~~~on~n~e~I D~e~~~n~'p~(;~o~n __________________________ ~2oo~9____ 2008 

Executh'es 
Middle Management 
All Other Permanent Employees 
Employees with Temporary Employment Contracts 

26. Depreciation 

(thousands of euros) 

400 
977 

6,131 
164 

7,672 

Systems, equipment and other assets related to contracts, nel (Note 8) 
Property, plant and equipment, net (Note 9) 

27. Amortization 

(thousands of euros) 

Intangibles amortization (Note 11 ) 
Other 

DOCUMENT REDACTED BY TLC -12-4-10 

398 
933 

5,975 
190 

7,496 

December 31, 

397 
963 

6,098 
195 

7,653 

2009 2008 

224,088 
12,51 3 

236,601 

December 31, 

21 3,682 
11 ,779 

225,461 

2009 2008 

94,522 
(1 22) 

94,4llO 

86,276 
(18 1) 

86,095 
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28. Impairment 

During 2009 and 2008, the Group recorded impairmenllosses as detailed below. 

(thousands of euros) 

Systems, equipment and other assets relaled to 
contracts, net (Note 8) 
Goodwill (Note 10) 
Intangible assets, net (Note II) 
Non-current financial assets 
Assets classified as held for sale (Note 19) 

(thousands of euros) 

Systems, equipment and other assets related 10 
contracts, net (Note 8) 
Property, plant and equipment, net (Note 9) 
Goodwill (Note 10) 
Intangible assets, net (Note I I) 
Other assets, net 
Assets classified as held for sale (Note 19) 

2009 impairment 

GTECH G2 segment 

Italian 
Operations 

110 
1,500 

868 

2,478 

Italian 
Operations 

20 

20 

For the Xear ended December 31,2009 
GTECH Gaming GTECH 
Lottery Solutions G2 

(6) 
22,349 

6.585 2,600 40,632 

1,387 
6.585 3,981 62,981 

For the lear ended December 31. 2008 
GrECH Gaming GTECH 
Loue!} Solutions G2 

19,386 
1,628 

48,717 
1,293 1,722 

25,440 
2,572 

26,733 74,025 

To<m 

104 
23,849 
49.817 

868 
1,387 

76,025 

Toial 

19,386 
1,628 

48,717 
3,0\5 

25,460 
2,572 

100,778 

The 2009 impairment loss recorded in this segment relates to potential changes in the regulation of online gaming in 
Europe. A significant recent European Court decision has upheld the interest of numerous European States in creating 
Nationally Regulated Gaming Markets under which cross-border online gaming operalOrs may be required to apply 
for j urisdiction specific online gaming licenses. Given the uncertain timeline of new licenses and impact to cross
border transactions, we estimate that growth in this segment will continue but al a slower pace. 

The impairment loss represents the write-down of goodwill and intangible assets to the ir recovemble amounts. The 
recoverable amounts were based on fair value less costs to sell and were determined using after-tax discount rates 
ranging from 9% to 11 %. 

GTECH Lottery segment 
The 2009 impairment loss recorded in this segment principally relates lO the lower expected profitability of a new 
louery comraCl. The impairment loss represents the write-down of an intangible asset to its recoverable amount. The 
recoverable amouOl was based on fair value less costs to sell and was determined using a 6.65% after-tax discouOl 
rate. 
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28. Impairment (continued) 

Gaming Solutions segment 
The 2009 impairment loss recorded in th is segment princi pally relates to lower expected revenues associated with 
Atronic and the remeasuremenl to fair value less costs to sell of the Alronic property held for sale (See Note 19). The 
impairment loss associated wi th the write-down of intangible assets to their recoverable amounts were based on fair 
value less costs!O sell and were determined using a 12.7% after-tax discount rale. 

2008 impairment 

LoJlery segment 
The 2008 impairmenl ioss recorded in the Lottery segment relates to a lottery system we deployed for an inlernalional 
custumer Ihal had encountered a sustained period of political instability that has preventcd the louery system from 
launching. 

Gaming Solutions segmem 
The 2008 impairment loss recorded in the Gaming Solutions segment relates to our acquisition of Alron ic. The 
United States ("US'') casi no market had enlered into a period of substantial contraction and Atronic America's 
operat ions, which were in the early stages of its entry into the US markct, could not be sustained in the face of 
significantly diminishing demand, including financial constraints affecting highly-leveraged customers. Accordingly, 
we made the decision to curtail Atronie Americas activities and fold them into our Spielo operations. 

Thc impairment loss related to systems, equipment and other assets related to contracts, property, plant and 
equipment and intangible assets represent the write-down to their recoverable amounts. The recoverable amounts 
were based on value in use and were determined using a 9.2% pre-tax discount rate. 

29. Other expense 

(thousands of euras) 

Debl issuance costs 
Tennination of interest rate swaps 
Other 

(5.39 1) 
(3,936) 
(7.363) 

(16.690) 
(2,699) 
(2.699) 

In December 2009, Lottomalica issued €750 million of guaranteed notes due December 5, 2016 (the '"Notes"). The 
proceeds of the Noles, nel of associated fees and costs, were used to rei mburse the LTO Term Loan Faci li ty, a portion 
of the GTECH Senior Credit Facilities and other debt, extending the average maturity of the Group's debt while 
adding funher diversity to the Group's capital structure. As a result, unamortized debt issuance costs and interest rate 
swaps assodalcd with the rt:imburstxl debt were wriucn off. 
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30. Foreign exchange gain (loss). net 

Foreign exchange gains and losses are classified as realized (cash) or unrealized (non-cash) as follows: 

(lhousands of euros) 

Cash foreign exchange loss 
Non-cash foreign exchange gai n 

Cash foreign exclumge loss 

For the year ended December 31, 
2009 2008 

(18,970) 
3, 146 

(15,824) 

(5,984) 
16,336 
10,352 

In order to better match future cash flo ws with the Group's revenue concentration fro m European countries (which 
has increased in recent years). GTECH borrowed in curo under the GTECH Senior Credit Facilities in 2009. These 
curo denominated borrowings resulted in approximately € 19.0 million of cash foreign exchange loss when in 
December 2009, a portion of the proceeds from the Notes were used to reimburse the outstanding curo borrowings 
under the GTECH Senior Credit Facilities. 

Non-cash foreign exchange gain 
Non-cash foreign exchange gain (loss) was incurred on the following: 

(thousands of euros) 

Polish zloty loan 
Other 

Polish tloty loan 

For the year ended December 31, 
2009 2008 

6,043 
(2,897) 
3,146 

14,734 
1,602 

16,336 

During 2007, in connection with GTECH's sale of PQLCARD S.A. to First Data International, GTECH's Polish 
subsidiary, GTECH Polska Sp. z 0.0. ("GTECH Polska'j, loaned Polish zloty 255.6 million (at market interest rates) 
to GTECH Global Services Corporation Limited ("GGSC"), whose functional currency is the US dollar. GGSC 
repaid this loan in 2009 principally using the proceeds of non-cash dividends from GTECH Polska. Non -cash fore ign 
exchange gains incurred on this loan resulted from fluctuations in the Polish zloty to US dollar exchange rate. 
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31. Interest expense 

The Group incurred interest expense on the following components of debt: 

(thousands of euros) 

Capital Securities 
GTECH Senior Credit Facilities 
LTO Term and Revolving Facilities 
Notes 
4.80% Bonds 
Othe, 

See Note 2 1 for details of the debt facilities. 

32. Earnings per share 

Basic and d iluted earnings per share are calculated as follows: 

(thousands of euros) 

Numerator 

Net income for the year attributable to owners of the parent 
Numerator for basic and diluted earnings per share 

Denominator 

Basic weighted average number of ordinary shares 
Potential dilutive effect of stock options and restricted shares 

Diluted weighted average number of ordinary shares 

Basic earnings per sharelADRs 

Diluted earnings per sharelADRs 
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(64.658) 
(57.139) 
(14.984) 
(3.030) 

(11 .707) 
(151 .5 18) 

(64.403) 
(70.777) 

(7.78 1) 

(17.303) 
(17.29 1) 

(177.555) 

For the year ended December 31, 

€ 
€ 

2009 2008 

68, 149 

68. 149 

150,336 

88 

150,424 

0.45 

0.45 

€ 
€ 

93,748 

93,748 

150.2 15 

329 

150,544 

0.62 

0.62 
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32. Earnings per share (c::ontinued) 

Lottomatica's American depositary receipts (ADRs) are negotiable certificates representing ordinary shares of 
Louomalica. The ratio of Louomalica shares to ADRs is I: I. 

Basic earnings per shareJADRs amounts are calculated by dividing nel income for the year attributable to eq uity 
holders of the parent by the weighted average number of ordinary shares outstanding duri ng the year. 

Diluted earni ngs per share/AD Rs amounts are calculated by dividing net income for the year attributable to equi ty 
holders of the parent by the weighted average number of ordinary shares outstanding duri ng the year along with the 
weighted average number of ordinary shares thai would be issued upon the conversion of all potentially dilutive 
ordinary shares into ordinary shares. 

There were approximately 1.0 million and 1.2 million potential ordinary shares at December 3 1, 2009 and 2008, 
respectively, that were excluded from the weighted average number of ordinary shares for the purposes of diluted 
earn ings per share because their effect would have been anti -dilutive. 

33. Components of other comprehensive income 

(thousands of euros) 

Interest rate swaps (cash flow hedges): 

Gains (losses) arising during the year 

Reclassification adjustments for losses included in the income statement 

Derivative instruments (cash flow hedges): 

Gains arising during the year 
Reclassification adjustments for gains (losses) included in the income 

statement 

Translation of foreign operations: 

Gains (losses) arising during the year 
Reclassification adjustments relating to foreign operations disposed of in the 
year 

34. Research and development costs 

For the year ended December 31. 
2009 2008 

24,795 

(3,936) 

20,859 

467 

(1 ,514) 

(1,047) 

(30,013) 

(30,01 3) 

(62,641) 

(62,641) 

259 

933 
1, 192 

51,827 

(206) 

51,62 1 

The aggregate amount of research and development expenditures recognized as expense during 2009 and 2008 was 
€62.4 million and €62 .S million, respectively. 
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35. Share-based payment plans 

The Group has three types of equity-seuled share-based payment plans for employees: performance based stock 
options. performance based m ulcted shares and time based restricted shares as described below. 

Stock Option Plans 

The Group has various stock option plans whereby stock options are granted to certain directors, exec uti ves, and 
other key employees of the Group as approved by the Board of Directors. The exercise price of the options is 
generally equal to the average price of tile Group's ordinary shares one month prior to the grant date. The options vest 
subject to the satisfaction of performance conditions relating to the Group's EBITDA (earnings before interest, taxes, 
depreciation and amortization) over a three-year period, net financial debt and to the employees remaining in service 
to the Group. Options parlially vest upon achievement of 90% or more of the performance conditions and if the 
performance conditions arc not met, the options are forfei ted. The contractual life of the options range from five to 
eight years (depending on the plan) and there are no cash settlement alternatives. 

Restricted Stock Plans 

Performance based awards 
The Group has various performance based share award plans whereby restricted stock is granted to certain employees 
of the Group as approved by the Board of Directors. Recipients of the awards do not pay the Group any cash 
consideration for the awards. The awards vest subject to the satisfaction of performance conditions re lating to the 
Group's EBITDA over a three-year period, net fi nancial debt and to the employees remai ning in service to the Group. 
Awards partially vest upon achievement of 90% or more of the performance conditions and if the performance 
conditions are not met, the awards are forfe ited. The contractual li fe of the awards is three to four years and they may 
be settled in cash at the Group's option. The Group docs not have a past practice of cash settlement and does not plan 
to cash settle awards in the future. 

Time based atl'Ords 
The Group has a time based share award plan whereby restricted stoc k is granted to certain employees of the Group 
as approved by the Board of Directors. Recipients of the awards do not pay the Group any cash consideration for the 
awards. The awards generally vest over a five-year period and are subject to the employees remaining in service to 
the Group. The contractual life of the awards is five years and they may be settled in cash at the Group' s option. The 
Group does not have a past practice of cash settlement and does not plan to cash senle awards in the fUlure . 

Modifications 
During the second quarter of 2009, modifications were made to the performance conditions of certain of our 
perfonnance based plans. These modifications, along with adjustments for current vesting expectations, resulted in a 
net reduction of stock compensation expense. The modifications did not result in any incremental fair value required 
to be recognized as cost. 

There were no modifications to any share-based payment plans during 2008. 
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35. Sha re.based payment plans (continued) 

Stock option movements in the year 
The following table illustrates the number and weighted average exercise prices of, and movements in. stock options 
during the year: 

2009 2008 
Shares Weighted Shares Weighted 
under Average under Average 

Options Exercise Price Options Exercise Price 

Outstanding at January 1 4,724,018 €25.11 2,861 ,526 € 27.89 
Granted during the year 1,850,510 14.03 2,248,772 20.29 
Forfeited during the year (164,241) 25.09 (153,880) 25.43 
Exercised during the year (232,400) 12.54 
Expired during the year 
Outstanding at December 31 6,410,287 21.91 4,724,018 25. 11 

Exercisable al December 31 1,092,325 E27.90 541,356 E26.19 

The weighted average share price for stock options exercised during 2008 was €19.07 . 

The range of exercise prices and weighted average remaining contractual life for stock options outstanding under the 
stock option plans as of December 3 1,2009 and 2008 are as follows: 

As of December 31, 2009 As of December 31, 2008 
Weighted Weighted 
Average Average 

Exercise Price Rem.1ining Exercise Price Remaining 
or Range of Options Contractual or Range of Options Contractual 

Exercise Prices Outstanding Life (Years) Exercise Prices Outstanding Life (Years) 

E 14.03 1,840,220 5.J3 
€ 20.29 2,IJJ,662 6.J3 E20.29 2,188,902 7.J3 
€ 23.17 286,616 0.33 E2J.17 298,456 1.J3 

€29.45 • €30.40 2, 149,789 5.01 €29.45· E30.40 2,236,660 5.99 
6,410,287 4,724,018 
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35. Share-based payment plans (continued) 

Fair value measurement of stock options 
The fair value of equity-settled stock option grants is estimated al the date of grant using a binomial model, laking 
into account the terms and conditions upon which the Slock o ptions were granted. The weighted average fair value of 
srock options granted during 2009 and 2008 wac; £2.99 per share and £2.75 per share, respectively. The following 
tables list the inputs to the binomial model used for the years ended December 31, 2009 and 2008. 

Year ended December 3 1, 2009 
Dividend yield (%) 
Expected volati li ty (%) 
Risk-free intcrest rate (%) 
Expected life of options <in years) 
Weighted average share price (€) 
Exercise price (€) 

4 .62 
26.32 

3.50 
4.50 

15.45 
14.03 

Year ended December 3 1, 2008 
Dividend yield (%) 
Expected volatil ity (%) 
Risk-free interest rate (%) 
Expected life of options (in years) 

Weighted average share price (€) 
Exercise price (€) 

4.24 
22.78 

4.50 
4.66 

19.26 
20.29 

The expected life of the stock option is based on historical data and is not necessarily ind icative o f exercise patterns 
that may occur. The expected volatili ty reflects the assumptio n that the hi storical volatili ty is indicative of future 
tre nds, which may nOI be the actual outcome. No other features of stock option grants were incorporated into the 
measurement of fai r value. 

Restricted stock grants 
Restricted share awards granted during 2009 and 2008 and the ir weighted average fair value at the date of grant 
(which represents the average share price during the employee grant acceptance period) are as rollows: 

Performance based Time based 
2009 2008 2009 2008 

Granted during the year 673,729 277,753 24,()()() 
Weighted average fair value 

at the date of grant € 15.45 € 19.26 € € 21.09 

Expense charged to income statement 
The expense recognized during the year arising from employee share-based payment plans and included in personnel 
in our consolidated income statement was as follows: 

(thousands of euros) 

Equity seuh::d share-based payment 

Cash settled share-based payment 
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December 3 1, 

2009 2008 

916 14,682 

916 14,682 
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36. Dividends paid 

December 31, 
(thnusand.f of euro.~) 2009 2008 
Cash dividend declared and paid on ordinary shares: 

Dividend for 2009: €O.68 per share (2008: €O.825 per share) 100,940 125,393 

37. Employee benefits 

Staff Severance Fund 
The Cirnup ha~ a rlcfincd hcne fil plan (Slaff .~vernnce flint:!) 10 provide certain post employment benefit s 10 h ll iian 
employees following termination from the Group. Italian employees may choose to participate in an unfunded plan 
within the Group or transfer their plan balance to independent external funds. These benefits are funded only to the 
extent paid to the external funds . The cost of providing benefits under the plan, for those employees that participate in 
the unfunded plan within the Group, is determined using the projected unit credit actuarial valuation method. The cost 
of providing benefits for those employees that choose to transfer their plan to independent external funds are 
considered as defined contributions and are accrued as the employees render the related service. The defined benefit 
liability represents the present value of the Group's defined benefit obligation. 

The following table summarizes the components of net benefit expense recognized during the year for the staff 
severance fund , which is included in personnel in our consolidated income statement. 

(thousands of euros) 

Current service cost 

Net actuarial loss recognized in the year 
Net benefit expense 

December 31, 
2009 2008 

3,660 
518 

4,178 

3,355 
103 

3,458 

Changes in the present value of the defined benefit obligation are as follows: 

(thousands of euros) 

Balance al January I 
Current service cost 
Actuarial losses 
Benefits paid 
Balance at December 31 

December 31, 

2009 2008 

7,755 
3,660 

518 
(3,851) 
8,082 

7,838 
3,355 

103 
(3,541) 
7,755 

The prescnt value of the defined benefit obligation for the years ended 2007, 2006, and 2005 was €7.8 million, €8.8 
million, and €7.6 million, respectively. 
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37. Employee benefits (continued) 

The principal assumptions used in determining the defi ned benefi t obligation are shown below: 

December 31, 2009 December 31, 2008 
Other Other 

Managers employees Managers employees 

Assumed inflation rate 2.00% 2.00% 2.20% 2.20% 
Discount rate 4. 10% 4. 10% 4.80% 4.80% 
Future salary increases: 

Upto age 40 2.75% 2.50% 2.95% 2.70% 
Age between 40 and S5 2.50% 2.25% 2.70% 2.45% 
Age greater than 55 2.25% 2.00% 2.45% 2.20% 

Tc['mination Benefits 
Termination benefits expense, primarily related to salary continuation, continued medical benefits coverage and 
expense related to accelerated share based paymcm awards for employees who were terminated during the year was 
€5.9 million and €4.7 million in 2009 and 2008. respectively. 

38. Related party disclosures 

(thousands of euros) 
Accounts receivable 
De Agostini Group 
Spain UTE 
Taiwan Sports Lottery Corporation 

Accounts payable 
De Agostini Group 

(thousands of euros) 
Service revenue and produci sales 
Taiwan Sports Lottery Corporation 

Raw materials, services and other costs 
De Agostini Editore S.pA - service fees 
De Agostini S.pA- management fees 
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December 31 , 
2009 2008 

2,096 658 
456 

__ --::-;~95:- 86 

=====2=,M=7= 7M 

43,232 

1,691 
1,691 

261 
325 
586 

24,903 

2,069 
2,069 

633 
254 
887 
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38. Related party disclosures (continued) 

De Agostini Group 
The De Agostini Group includes De Agostini S.p.A ("De Agostini"), the majority shareholder of Lottomatica and De 
Agostini Editore S.p.A, a subsidiary of De Agostini. Outstanding accounts receivable balances at December 31, 2(K)9 
and December 3 1, 2008 are non-interest bearing. 

Spain UTE 
GTECH has a 50% interest in a Spanish joint venture ("Spain UTE") which is accounted for using the proportionate 
consolidation method . Spain UTE will provide to the National Organization of the Spanish Blind ("ONCE"), end-to
end lonery technology, marketing services, logislics, and retailer services for a complementary lottery retailer 
network that will complement ONCE's ex.isting lottery network. ONCE is authorized by the Spanish government to 
adm inister lottery and wagering games in Spain. 

Taiwan Sports Lottery Corporation 
GTECH has a 24.5% interest in Taiwan Sports Lottery Corporation (,'TSLC) which is accounted for using the equity 
method of accounting. TSLC is the agency commissioned by Taipei Fubon Bank (the sports IOllery license holder 
through December 20 13) to be Taiwan 's sport betting solutions and services provider. 

Compensation of Key Management Personnel 

The amounts recognized as ex.pense during the year related to key management personnel are as follows: 

(thousands of euros) 

Short-term employee benefits 
Post-employment benefits 
Share-based payments 
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For the year ended December 31 , 
2009 2008 

7,664 
159 
492 

8,3 15 

6,799 
146 

4,477 
11 ,422 
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38. Related party disclosures (continued) 

Remuneration paid to Lmtomatica S.p.A. board members. Statutory Auditors and managers with strategic 
responsibi li ties are as fo llows (amounts in euros): 

N~ Poi"" Noo 
md in the End of monetary 
s,~ Position position T.~ Emoluments benefits Boo~ 

Chainnan 1I1Kl9-12l31J09 
Approv. Fin. W."" SIlIl.2010 

CEO 1II,w-4/IUIJ 
Approv. Fin. 

L.o~ro Slat. 2010 
Pellicioli Executive Commiuee· 

Chainnan 4/12AJ9· 12I3 1AJ9 
Approv. Fin. 

55,000 
StaL WIO 

Vice Chairman IflKl9-12l31,oOO 
Approv. Fin. 

75.000 
Stat. 2010 

Raben Dewey Remuneration Comminee 
1Il..oo-12lJ IAJ9 

Approv. Fin. 
40,000 

- Member Stat. 2010 

General Manager 1I1AJ9-12l31..oo 
Approv. Fi n. W."" SUIl.20IO 

Managing Director 1/1109-41l1A)9 
Approv. Fin. 

Stat. 2010 

Marco Sala CEO 411 zm· 12l31..u9 
Approv. Fin. 
Stat. 2010 

Executive Commiuee-
111109·12131.(19 

Approv. Fin. 
57.500 38.440 1,534.874 

Member StaL WIO 

Board Member 1I1Kl9- I 213 IKl9 
App!'O\·. Rn. W."" Stat. WIO 

Pietro Boroli Executive Corrunittee -
1I1,{l9-12I31,{l9 

Approv. Fin. 
47.500 

Member StaL 2010 

Board Member tl lKl9- 12I31Kl9 
Appruv. Fin. W."" St.al2010 

Paolo Cerelti Excculh'e Committee· 
II I Kl9- I213 IKl9 

Approv. Fin 
50.000 

MClllbcT SlItlWIO 

Board Member 111 ,{l9 -12I31,{l9 
Approv. R n. 

W."" StaL 2010 

Marco Drago Executive Corruniuee-
1/1,{l9-1 2I3 1,{l9 

Appruv. Rn. 
47,500 

Member StaL 2010 

Board Member 1/1,{l9· I 2/3 1.(19 
Approv. Fin. 

80,000 
Sial 2010 

Jeremy Hanley All(lil ConuniUee-
II I Kl9- 12I3 1,{l9 

Approv. Rn. 
46.250 

Member Stat. WIO 

Board Member 11IKl9-12I31 Kl9 
Approv. Rn. 

75.000 
StaL 2010 

James McCann Remuneration Committee 
11IKl9-12I31,{l9 

Approv. Rn. 
35.000 

- Member StaL 2010 
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10.000 
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38. Related party disclosures (continued) 

N~, Period Noo 
~d in the End of """""" Surname Position poSition T~ Emoluments benefits Bonus "''''' 

Board Member I/ lm-12l31m 
Approv. Fin. 
Stat. 2010 00.000 

Jaymin Patel uecu!ive Commiuee-
lfl,oo-l213 J,()'} 

Approv. Fin. 
Member Stat. 2010 52.500 8.209 799.502 SII.l84 

Board Member 111.(19-12131109 
Approv. Fin. 

80.000 
Stat. 2010 

Anthony Ruys Audit Committee-
lfl.0U9-12l31..u9 

Approv. Fin. 
36.250 10.000 

Member Sial. 2010 

Board Member lfilU9-J2I3\J09 
Approv. Fin. 

130.000 
Sial. 2010 

Severino Audit Committee-
1I\Kl9-12l31.(l9 

Approv. Fin. 
43,750 

Salvemini Member Stat. 2010 

Surveillance Body 1/ 1Kl9-12I31Kl9 
Approv. Fin. 

10.000 
Stat. 2010 

Approv. Fin. 50.000 

B~ Jf2009-12/2009 S ... 
T,_ Board Member 2010 32.500 

Board Member I/ IMJ- I2f3I,oo Approv. Fin. &5.000 
Giammario 

Kemuneration CommJllee 
Tondato IA I/ IJ09-12l31.Ql 

Approv. !-In. 
32.500 lO,txXl .". - Member Sial. 2010 

Sergio Duca 
Board of Statutory 

1/1109·12131.00 
Approv. Fin. 

112.500 
AudilOCS - Chalnnan Slat. 2010 

Fancc:<;co 
Board of Statultty 

Appro ... Fin. 

Martinelli 
Auditors· Regular l/lJU9.. J W I,{l9 

StaI.201O 
75,(0) 

Member 

Board ofStalutOfY 75.(0) 

AuditOfS· Regular III JU9..IW I,{l9 
Appro ... Fin. 

Angelo Ga" iani Member 
Stat. 2010 

Surveillance Body IfJ,{l9·1 U31,{l9 
Apprcl\', Fin. 

10,(0) 
StaI,2010 

1,783.750 46,649 2.334,376 1,233,755 
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38. Related party disclosures (continued) 

Stock options assigned to LOllomatica S.p.A. board members, statutory auditors and managers with strategic 
responsibi lities are as follows: 

Stock Option 
Plan 

2005-2010 
2006-2014 
2007-2015 
2008·2016 
2009-2015 

39. Litigation 

As of 
December 31. 2008 
Options Outstanding 
Number Exercise 

of Options Price 

95,336 
134,500 
320,000 
412,812 

962,648 

€ 23.17 
€ 29.45 
€ 30.40 
€ 20.29 

Lottomatica's Italia n Business 

During 2009 
Options Gramoo 

Number Exercise 
of Options Price 

706,284 € 14.03 
706,284 

Options 
Expired or 
Forfei ted 

Options 
Exercised 

As or 
December 31 , 2009 
Options Outstanding 
Number Exercise 

of Options Price 

95,336 
134,500 
320,000 
412,812 
706,284 

1,668,932 

€ 23.17 
€ 29.45 
€ 30.40 
€ 20.29 
€ 14.03 

1. Lotto Game Concession: LottQmaticalAAMS A rbitration - Stanley Internatiotlal Betting limited Appeal - Sisal 
Appeal 

Arbitration Lottomatica/AAMS 
Pursuant to the arbi tration clause set out in article 30 of the Lotto Concession, Lottomatica initiated an arbitration 
proceeding to ascenain the effecti ve initial date of said Concession. Lottomatica asked the Board of ArbilTators to 
ascenain and state that the inilial starting date of lhe Lotto Concession was June 8,1998 (date in which the European 
Commission in Brussels was notified that the infringement procedure no. 9 1/0619 was closed) and that, as a result. 
the final expiration date of the Lotto Concession is June 8, 20 16. 

Louomatica had reached said conclusion as a result of the Ministerial Decree dated November 8. 1993 that envisaged 
the Concession to be enfo rced only subject to the condition that the EU Commission deem the Concession not to be 
in violation of the provisions of the Treaty of Rome. 

The Arbirration Award issued by the Board of Arbitrators accepted Lottomatica's request by lodging its award on 
August 1, 2005. AAMS chal lenged the Arbitration Award before the Rome Court of Appeal (pursuant to art. 828 of 
the Italian code of civil procedure) by serving a deed to defending counsel on December 15, 2005, and to Lottomatica 
on December 30, 2005. The firsl hearing was held on April 20, 2()('){l, and was adjourned to January 28,201 0 to hear 
the conclusions. 

In the interim, on January 18, 2008, upon AAMS 's request to advance said hearing, the Coun of Appeal advanced the 
hearing date to January 15,2009. 
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39. Litigation (continued) 

On January 15, 2009 Lottomatica appeared before the Court of Appeal and requested thai the file be suspended on the 
grounds that the same file is pending ruling before the TAR (Regio na l Administrative Court) of Lazia. Louomatica 
specified in ils response to the charges brought forth by AAMS that it is of the opinion thallhey are groundless. 

AI the July 2, 2009 hearing, the Court of Appeal deferred lhe hearing to September 26. 2011 . 

Stanley International BettinglAAMSILottomatica Appeal 
On June 18,2007, Stanley Internatio nal Betting Limiled filed an appeal before the TAR of Lazia (Regional 
Administrative Court) to AAMS and Lottomatica asking for the cancellation and/or disapplicalion of the Lotto Game 
Concession deeds because in violatio n of the rules regarding the tacit re newal ofpubJic conlfacts, as weU as the April 
19, 2007 notice with which AAMS rejected the plaintiff's motion to jointly operate the Lotto Game on the 
assu mption that the Concession is sti ll effecti ve for Lotto matica. The hearing to discuss the case at issue has been set 
to March 10, 20 10. 

The Counsels assisting Lottomatica are of the opinion that the challenge initiated by Stanley is groundless. 

SisallAAMSILottomatica Appeal 
On July 13,2007 Sisal filed with AAMS and Louoilial ica an appeal under aniele 25 of Law no. 24 1 of August 7, 
1990, before the TAR ofLazio requesting that their right to access documents relating to the awarding of the Lotto 
Concession, the subsequent extensions and/or rencwals, the AAMS - Lottomatica arbilfation award and the 
correspondence between AAMS and the European Commission be ascertained. 

Sisal argued to have learned only in recent mo nths of the arbiu ation award setting the expiration date for the Lotto 
Conces.<:ion to 2016 in fa vor of Louomatica, and to have the n filed with AAMS a formal reques t for acces.<: aimed at 
obtaining copies of the aforementio ned documents o n May 11 ,2007 . AAMS never responded to said request. 

Lollomatica duly appeared at the October 10. 2007 hearing. during which Sisal sta ted that it was not interested in 
pursuing the appeal anymore due to another challe nge it was about to serve. 

On October 12, 2007 Sisal served an appeal on AAMS and Lottomatica before the TAR of Lazio for the annulment 
o f the provision indicated in the July 9, 2007 notice setting out that AAMS ignored the request made by plaintiff for 
the concession relating to the Louo game operation, as well as of any prior, consequent deed relating and/or 
connected to the aforeme ntioned AAMS notice and, in particular, of the Ministerial Decree dated March 17, 1993 and 
any subsequent and related deed including the renewal of the Lotto Concession in favor of Lolto matica . Stanley has 
intervened in the appeal in support of S isal. Lottomatica has made an appearance in the case at issue. The hearing to 
discuss the case at issue has been set to March 10, 20 I O. 

On November 19, 2007 the TAR of Lazio o rdered AAMS 10 lodge the docume nts relating to the awarding o f the 
Louo Concession within 60 days. SptXifically, AAMS lIIustlodge the fo llowing: assignment deeds and the renewal 
and/or extension of the concession to the prosecuting Company, a copy of the arbitration award of AAMS vs. 
Louo matica, and the deeds issued by the European Community regarding the matter in issue. 

Counsels are of the opinion that the challenge brought forth by Sisal is groundless. 
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2. Ticket One S.P.A. litigation 

On August 12,2003, Ticket One S.p.A. ("Ticket One"), which operates in the services business sector primarily in 
the ticketing services area, filed a suit with the TAR of Lazio agai nst Lottomatica and Lotto matica Italia Ser vizi 
S.p.A (LIS) to obtain, among other things, an order requiring Lollomatica to offer ils network 10 third parties under 
the same conditions as those offered to the controlled company Lonomatica ltalia Servizi S .p.A. ("U S"). 

Be fore serving the appeal dated March 12, 2003. Ticket One had asked Lottomatica for the right to use its network. 
Lottomatica rejected Ticket One's request. 

On December 3, 2003. Ticket One also commenced civil proceedings befo re the Court of Appeal o f Ro me, 
substantially repeating the same claims made in the administrative proceedings before the TAR of Lazio. In addit ion, 
Ticket One requested € IO million in damages for alleged unfair competition and illegal use of the network by 
Louomatica and LIS. and an order enjoining the m fro m committing any further acts of unfair competition and, 
a lternatively. access to Lottomatica's electronic network. 

Louomatica and LIS responded to both lawsui ts and, since Ticket One had fi led the same claims with two different 
courts, filed an appeal with the Supreme Court sitting in joint session, requesting a preliminary proceeding to resolve 
the issue o f j urisdiction and the suspensio n of the proceedings. 

At the hearing on June 24, 2004, the TAR of Lazio accepted the request filed by Lottomatica and Lottomatica lIa lia 
Servizi S.p.A. and suspended the proceeding, arranging for the documents to be sent to the Supre me Court of 
Cassation. The Supreme Court deciared Lottomatica and LIS's appeal to be inadmissible on February 9, 2006. As a 
result of the Supreme Coun's declaration, Ticket One motioned for a hearing set for October 28, 2009 during which 
the TAR of Lazio closed the presentation o f the arguments by the parties. To date the TAR of Lazio has no t issued a 
ruling. 

According to the opinion of Lonomatica's counsels the request to set the hearing brought forth by Ticket One is 
insufficient and therefore it is not possible to proceed. 

As for the procedure before the Court of Appeal, the Civil Judge after reserving on the request of suspension of the 
proceeding raised by Louomatica and LIS, by order dated July 28, 2004 rejected it and postponed the hearing 10 June 
21,2006. At this hearing, where admitted witnesses were to be deposed, the Judge declared a suspension because of 
the merger of LoUomatica into NewGames S.p.A. On June 23, 2006, Ticket One presented a petition 10 revoke the 
suspension decision. On October 27 , 2006, the Court of Rome revoked the decision whereby the action had come to a 
halt and postponed the hearing to January 26, 2007 for the examination of witnesses. 

The testimonies of Elisabena Cragnoni (former 55 Lazio soccer team manager) and Fabrizio Conti (Milan Indoor 
Tennis Championship organizer) were heard on January 26, 2007. At the July 5, 2007 hearing the Judge, havi ng 
taken note of Ticket One's waiver to depose additional witnesses. upon the parties' request adjourned the case to the 
December 18, 2008 hearing for stating his conclusions. As o f the December 18, 2008 hearing , the Judge has closed 
the presentation of the arguments by the parties. 

The Judge issued the ruling on June 25 - August 4, 2009 stating that Lottomatica has no obligation to allow third 
parties use of its network and therefore dismissing all charges brought forth by Ticket One. 
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3. Instant and Traditional Lotteries 

LoUomalica participated , as a representative of a temporary joint venture, in the call for tenders organized by the 
AAMS for the management of the national Traditional and Instant Lotteries. In a leiter dated July 30, 2001, the 
AAMS informed Lottomatica that the tender had been awarded to the aforesaid joint venture (comprised of Scientific 
Games, Arianna 2001 S.p.A., Poiigrafico CaJcografica & Cartevalori S.p.A., Eis, Tccnost Sistemi S.p.A. and Servizi 
Base 200 I S.p.A, in addition to Lottomatica). 

The award of the concession to the joint venture has been the subject of a number of challenges by the other 
participants 10 the tender as summarized below: 

a) appeal brought rorth by Sisal: Sisal abandoned this suit at the April 10,2002 hearing, thererore this action may 
be considered definitive ly concluded; 

b) appeal filed by the Consortium (comprised or Autogri ll , GTech Corporation, Oberthur Gaming Technologies 
S.a.S. and others). The appeal was delisted on October 28, 2004, and has been declared expired by the Council of 
State on March 30, 2007. since no motion for scheduling a hearing has been fi led within the required term; 

c) appeal of the Esultalia Consort ium, (comprised of Snai, Venturini e C S.p.A., Poste Italiane S.p.A. and Ente 
ETI): Poste ltaliane S.p.A. and ETI intervened in an ad adjuvandum appeal filed by Snai and Venturini with the 
purpose of contesting the award of the tender on July 30, 2001. At the May 14,2003 hearing, Poste ltaliane 
S.p.A. and ETI requested that the case be de listed. On July 21 , 2003, Snai and Venturini nOlified all parties 
involved that they intended to forgo the appeal, making the award unappealable, after which the concession 
agreement was signed by the Louomalica temporary joint venture. In December 2002, Snai, Venturini, Poste 
Ita liane and ETI asked the AAMS to award the contract to them. In a letter dated January 2 1,2003, the AAMS 
responded that it could not award the contmct to them prior to the resolution of the dispute. This letter was then 
challenged by Snai and Venturini on grounds that are additional to the previously filed appeal, and by Poste 
Italiane S.p.A. and ETI in a separate appeal. On July 17.2003, Poste Italiane S.p.A. and ETI filed a motion to 
schedule a hearing to resolve the dispute having as object the January 21 , 2003 deed under which the 
Administration rerused to proceed with the awarding in ravor of the Esultalia Consortium. On July 25, 2003, 
Poste Italiane S.p.A. and ETI requested the AAMS to not make the awarding until the administrative judge 
rendered his decision. 

In the opinion of Louomatica, upon advice from its counsel, the appeal by Poste Italiane S.p.A. and ETl cannot have 
any effect on the award to RTI Lottomatica of the operation of Instant and Traditional Lotteries, which occurred 
following the abandonment of the main action by Snai and Venturini and is thus unappealable. 

In point of fact, the appeal by Poste ltaliane S.p.A. and ETl is against the AAMS letter of January 21,2003 to not 
proceed with the awarding and not against the awarding itself. Again in the opinion of the counsels assisting 
Lollomatica, the invitation made by Poste Italiane S.p.A. and ETI heads into a completely different direction with 
respect to that affinned in the appeal, i.e. io not furt her delay the awarding. As a resu lt, the separate appeal by Poste 
Ita liane S.p.A. and ETI can only end with the case being dism issed. 

Funher, as already confirmed by Lottomatica counsel, the deadline has passed for Poste ItaJiane S.p.A. and ETI to 
contcst the awarding to thc Lottomatica temporary joint venture, with the result that thcy cannot continuc with the 
lawsuit. 
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4. Summons to Formula Giochi Shareholders 

On October 26, 2005, the companies Karissa Holdi ng S.A., Cored International S.A., Mr. Massi mo Mad and 
shareholders of Fonnula Giochi S.p.A. in liquidation (operating in the gaming collection and wagering market) 
served summons on Lottomatica and Sisal, to appear - on January 30, 2006- before the Court of Appeal of Rome. 

The plaintiffs requested the assessment of the liabil ity of Lottomatica and Sisal S.p.A. for engaging in the 
anticompetitive conduct enjoined by the order of the Italian Antitrust Authority of November 23, 2(X}4, which 
conduct. the plaintiffs allege, was responsible for (i) their inability to sell their stake (for €3.0 million) and (ii) 
Fo rmula Giochi S.p.A. 's inability 10 enler the gaming and wagering markel, which caused the business value of 
Formula Giochi to decrease by €34.2 million. 

The plaintiffs also requested, that Lottomatica and Sisal S.p.A. be ordered, jo intly and severally, to pay d irectl y to the 
plainliffs' damages totaling €37.2 million in the aggregate. 

On January 10,2006 Lottomatica presented before the Court of Appeal that apart from a number of prej udicial issues 
concerning, inter alia, plaintiff legitimacy, the docume nts of the proceedings initiated by the halian Antitrust do not 
indicate that Lottomatica's conduct was prejudicial and detrimental to Formula Giochi. Conversely, the documents in 
the trial dossier, literally transposed in the Authority order to close the case, and in particular, the stateme nts made 
during the November 10, 2003 hearing by the managing director ofFonnula Giochi, show that "(he dissolution o/the 
recently established third pole" derives fro m causes that are not related to Lonomatica. 

Lottomalica duly appeared on January 10,2006. Formula Giochi S.p.A. 'appeared through its receiver at the January 
30,2006 hearing. At the February 6, 2006 hearing the Appeal Court granted the parties 30 days to submil their 
remarks. By order of March 15,2006 the Court of Appeal granted the parties 30 days to fi le the ir briefs as well as to 
stale and amend the ir claims, objections and conclusions already made in addition to 30 more days fo r their replies. 

In a brief daled March 31, 2006, Karissa and others, by presenting their motions consequem to the occurred 
appearance of Formula Giochi S.p.A. have acknowledged the entrance into a settlement agreement between the same 
Formula Giochi and Sisal S.p.A. to settle the lawsuit pending between them. This agreemem envisaged payment of 
€O.5 million to Formula Giochi. 

In a brief duly fi led by Lottomatica, Lottomatica asserted that Karissa Holding S.A. 's active legitimacy no longer 
existed fo llowing the appearance of Formula Giochi, as well as the nun-admissibility of the actiun by Funnula 
Giochi, 10 be added 10 the already-formulated preliminary and merit objeclions. 

It was noted how, in the merit, the €O.5 million settlement between Sisal and Formula Giochi against claims by the 
latter amounting to €34.0 million provided an idea of Formula Giochi's claims, so much so that it allributed the 
fai lure of the third pole to Sisal. who had a Director. in common wi th Formula Giochi. Such circumstances do not 
exist for Louomatica, which had no relations with Sisal with regard to Formula Giochi (as shown by the Authority 
order), nor with Formu la Giochi itself. 

On November 29, 2006, the Court of Appeals, accepting the request made by the opposing party. designated Angelo 
Novell ino as expert witness in order to estimate any damages. The hearing was postponed to February 19,2007 for 
the swearing and queries formulation. 
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After hearing the expert wimess's testimony, the Court of Appeals admitted the following queries: 

a) the profits which Formula Giochi would have earned if it had had access 10 the gaming market according to 
conservative criteria which took into account the company's size, its ability to penetrate the market and its 
investment capacities; 

b) whether Formula Giochi had suffered any damages from the inability to present itself as an operalOr o ther than 
Sisal and Louomatica in the Italian gaming market; 

c) if the response 10 point 2 was positive. whether it was possible to quantify the damages suffered by Formula 
Giochi for having missed said opportunity, referring to valid economic parameters and according to rational 
methods leading to statistically plausible conclusions, and a prudent evaluation. 

The expert opinion presented on February 2 1, 2008 included: 

• "the jinancial reports of Formula Giochi and its subsidiaries demonstrate that at the launch of the strategic plan 
in March 2003 the group did not generate revenues and was in a liquidity crisis which resulted in serious 
financial tensions ", "the group was in need of an immediate injection of over €4 million only to cover the losses 
incurred in 2002 and was therefore not able to independently undertake an operation in the ex Coni gaming 
market". The expert witness further includes that based on the economic information supplied by Lottomatica 
regarding the management of ex Coni games, the Formula Giochi group would not have generated any profits if 
it had been granted free access to the ex Coni gaming market ; 

• "the absence of Formula Giochi from the ex Coni games tender resultedfrom the group 's jinancial difficulties, 
the lack of authorization of the strategic plan and the lack offinancial supporrfrom the shareholders". 

The expert wi tness included that Lottomatica and Sisal d id not cause any damage to Formula Giochi and that it was 
the company's financial and economic difficulties which prevented the company from participaling in the ex CONI 
games tender. 

Due 10 the extremely favorable outcome of the expert opinion, Lottomatica and its legal representati ves retained that 
it was not necessary to deposit their reasoning regarding the expert opinion. 

Allhe June 9, 2008 hearing Ihe COll rT of Appeals reserved any observations regard ing some onjcctions presented hy 
Formula Giochi pertaining to the expert witness testimony. The Court of Appeals claimed that the objections should 
be however included during the decision-making process. The closing hearing has been set to October 4, 2010. 

5. Network Tender Appeal 

On October 27,2005, Ihe joint venture composed of Albacom-Fastweb served an appeal on Lottomatica before the 
TARof Lazio challenging the tender process relating to, and seeking the annulment, after suspension, of a contract 
for data transmission services on the private Louo network operated by Louomatica in favor of Telecom Italia; and 
requested that Lottomatica be sentenced to pay damages. 

Louomatica filed an appearance requesting that the claims made by plaintifr be rejected. 
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At the hearing of November 23, 2005 , the JV Albacom-Fastweb withdrew ilS suspension request. The hearing was 
scheduled for October 11 , 2006. al which LoUornalica filed a motion to suspend the heari ng due to the merger of 
Lottomatica into NewGames S.p.A. The appeal was sent for a decision spedfically highlighting the cause of the 
suspension, on which the TAR of Lazio reserved 10 decide. On Octoher 1 I, 2006 the TAR of Lazio decided to 
interrupt a fter taking note of the merger of Lonomalica into NewGames S.p.A. 

On January 9, 2007 the RTI Albacom - Faslweb notifi ed resumption of the proceeding. According to the legal 
counsel of Loltomalica, the resumption of the appeal was notified late. Furthermore, on November 4, 2008 Fastweb 
notified its withdrawal from the appeal. 

6. "LAS VEGAS" Instant Lottery Petition 

Non-winning "Las Vegas" instantaneous lotteries (Scratch and Win) tickets have been presented to the Consorzio 
Lotterie Nazionali (National Louery Consortium) for payment starting from April 2006. 

To date 4 15 petitions and 102 requests for inj unctive payments have been presented to the COnsorzio Lotterie 
Nazionali for a total sum of€5.8 million. There have also been numerous requests for out-of court payments. All the 
claims (whether in or Oul of court) are identical in all the payment requests of non-winning tickets. The players claim 
that according to the ir interpretati on of the Game Regulations established with the Finance Ministry D ecree of 
February 16, 2005. the amounts corresponding to the winnings indicated in the various areas of the tickets are paid 
every time cards with symbols from 10 to K appear even if the regulations state that a ll the cards must have the same 
points. As a mailer of fact . the players argue that cards from 10 to K are worth the same in all French card games. 

The Consortium deems these requests to be unfounded in that they do not follow the Game Regulations which 
explici tly describe the qualifications of a winning ticket. 

To date, the following ruli ngs have been issued: 

a) 187 rulings fully accepting the reasons put forward by the counsels assisting the Consorzio Lotterie Nazionali 
during the trial; 

b) 15 rulings in which, although rejecting the main claim to pay winning tickets, the Judge accepted the damage 
compensation claim for deceptive advertising in the notices printed on the back of the tickets (about €2S0.00 per 
position); 

c) 29 rulings which rejected the main claim to pay winning tickets, but the Consortium was sentenced to reimburse 
the cost of the tickets, in addition to damage payment (about 800.00 per position), for it was not proven during 
the lrial that the game regulations had been put up in the individual retailers' premises; 

d) 79 rulings accepted payment of the prize amount in addition to claim compensation. 

With regard to unfavorable rulings, the Consortium instructed its counsels to file an appeal. 
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7. AAA vant; vs. Lottomatica l talia Servizi 

On August 1, 2005 the company known as AAAvanti S.r.I. brought a case against Lottomatica ltalia Servizi S.p.A. 
before the Civil Court of Rome regarding non-compl iance with the ticketing contract related to the lSI Festival 
Internazionale d i Musiea cd Arte Contemporanea operated by Loltomatica Italia Servizi S. p.A. and entered into on 
June 6 - 8, 2006. Due to the aforesaid non-compliance. the company AAA vami requested reparations for exemplary 
damages totaling €O.5 mill ion. Lottomatica haHa Servizi S.p.A. appeared contesting the ex adverso conclusions. The 
first presentation hearing was held on February 16, 2006. After ascertaining cross-examination correctness, the Judge 
scheduled a hearing for October 10, 2006. On the heari ng of October 10,2006 the Judge decided to postpone to May 
4 , 2007 and thus giving until March 5, 2007 to deposit the new requests and until April 20, 2007 to bring in the 
evidence. 

At the December 18, 2007 hearing, the Court postponed the case to May 29, 2009 for final ruling. On May 29, 2009 
the final hearing was held and the parties submitted their statements ofl egal positions. The parties are awaiting the 
Court 's ruling. 

The LIS legal counsel is of the opinion that the case may have a negative outcome. 

8. AAMS Tender for the A warding of Sporting Rights 

On February 26, 2007, Aycons (Societa consortile a Responsabi li ta Limitata), served a notice o f appeal 10 the 
Regional Administrative Tribunal of Lazio (TAR) challe ng ing the Decree of December 2 1,2006, publ ished in the 
Official Journal of the Italian Republic (GURl) on December 28, 2006, whic h finall y awarded the point o f salc rights 
for sporting games as well the acti vation of the o nline sporting game nctwork. 

Louomatica. o n behalf of a company to be incorporated, was awarded the following: the concession of the gaming 
rights according to article 38 of the Legislative Decree n.223/06, the sale rights according to law n. 248 of Augusl 4 , 
2006 and the rights to activate the online sporting game network. 

On April 16, 2007 , through a fi ling reporting additional reasons, Aycons served a nmice to Lottomatica requesting 
the suspension of (i) the notice of February 23, 2007 with which AAMS communicated to Lottomatica Scommesse 
the final award of the concessio n and (ii) the agreeme nt for the concession of the public games as awarded 10 
Lottomatica Scommesse. 

Aycons claims that l,Qttomatica. as sole stockholder of the company to be established, in violation of article 4 .2 of the 
tender, still held 35% of the Cogetech share capital o n the expiry date for the presentation of the tender participation 
application (October 20 , 2006) through its subsidiary GTECH. 

On March 16 , 2007 Lottomatica appeared before the TAR of Lazio denying Aycons and submitted document 
demonstrating that GTECH ( 100% owed by Loltomatica), further to authorization from AAMS, had sold its share of 
Cogetech o n October 16, 2006 and therefore before the said deadline of October 20. 2006. As result, when 
Lottomatica presented its application to participate in the tender, there was no connection with a nd/or control of 
Cogetech by Louomatica . 

As of ye t, Aycons has not requested to set a merit hearing and it can therefore be deduced that the plaintiff will not 
continue the case. 
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9. TOTOBIT - Navale Assicurazioni Arbitration 

Totobi! Infonnatica Software e Sistcmi S.p.A. ("Totobil" ), a company of the Lottomatica Group, within the scope of 
its business activities entcrs into contracts regarding IT services (cellular phone lOp-ups) with third party retailers. 

On January 23 , 2002 Totobit executed with Navale Assicurazioni S.p.A. an insurance policy in o rder to guarantee the 
fulfi ll ment of payment obligations under the corresponding contracts regarding the above mentioned activities 
performed by the retailers. The insurance policy had a 3 year duration beginning from January 28, 2002. Accord ing to 
the policy provisions. any breach on the part of the retailers may be reported by Totobit to Navale Assicurazioni 
within and not later than 3 months of the pol icy's annual expiration; the guarantee outside this deadline would no 
longer be valid. 

On November 22, 2004 Navale Assicurazioni sent Totobit a notice informing the same that the policy would be 
terminated effective as of January 28, 2005, thus blocking the settlement of claims allegedly reported late by Totobit 
for a total of € 1.5 million. In view of said missed payment, the arbitration proceeding was initiated on November 8, 
2005. 

In the hearing of May 24, 2006, the Arbitration Board approved the expert witness Mr. Enrico Proia to make a 
technical-accounting review of the documents produced by Totohit on request by Navale Assicurazioni, and 
scheduled the following hearing for June 7, 2006. 

On January 22, 2007 the Arbitration Award partly accepted the requests made by Totobit and ruled Navale 
Assicurazioni S.p.A. to pay the sum of€239,911 .66. 

The amount refers exclusively 10 enforcement actions prior to April 28, 2005. The Arbitration Award partly accepted 
the counterclaim of Navale Assicurazioni S.p.A. regarding some requests of payment made by Totobit. The 
Arbitration Board resulted in the sentencing of Toto bit to pay the sum of€200,654.19. Half the arbitration proceeding 
expenses are equally divided between both parties; the other half is to be borne by Totobit. 

Louomatica and ils counsels lodged the appeal for the sentencing in question. At the June 6, 2008 hearing the Court 
of Appeals of Rome set the pre-trial evidentiary hearing to November 18, 2011 . 

10. Videolotteries litigation on the AAMS Authorization 

Following the modifications made by the 2006 Budget Law to article 110, section 6 of the R.D. no. 773 of 193 1 
TULPS (Consolidated Public Safety Act) where appropriate gaming machine is defi ned as that connected to the data 
transmission network as per artic le 14-bis, section 4 of Presidential Decree no. 640 of 1972 - AAMS confirmed -with 
the communications of October 25 and November 2, 2005 - that all the gaming machines which had been authorized 
for activation, but not connected to the data transmission network managed by the concessionaires, had to be removed 
from the retailing premises where they were located and placed in the warehouse after launching the blockage 
procedure. 

Furthermore, on June 1,2006 AAMS notified all the concessionaires that as of July 1, 2006 it would have revoked 
the permits related to the non connected gaming machines with a fine ranging from € I ,OOO to €6,OOO for each gaming 
machines which said resulted 10 be unconnected for more than 30 days, as foreseen in article 110, section 9, let. c) of 
the said TULPS. 
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The above me ntioned article 110 ofTULPS provides that the add itional sanctions for said violations resu lt in the lack 
of authorization from AAMS for the installment of new amusement with prize machines 10 the violator for a period of 
5 years. 

In order to verify the compliance with the above mentioned laws, AAMS sent its own inspectors to ensure that the 
adjustments were adhered 10. In the cases where the owner of the terminals did not carry o ut the necessary 
modifi cations and where AAMS held it was also the concessionaire's responsibility and fault, it bas filed a claim, 
including Louomalica Videolol Rete S.p.A., for having "permitted the use a/terminals which do not con/ann to the 
prescriptions as in 'he previously stated poinr 6". 

Lottomatica Videolot Rete S.p.A. at first contested such claims but subseque ntly, in order to not risk being subject to 
the above mentioned additional sanction, decided to no longer contest the violations claimed by AAMS . The further 
benefit fo r Lottomatica Videolot Rete of such decision is that when payment of the sanctions is made it will be in a 
reduced amount. 

11. Request/or Conclusions from the Audit Department on the Setting-Up and Operation of a Screen-Based 
Gaming Management Network 

On June 1,2007, the Regiona l Public Prosecutor of the Government Audit Depanment (Corte dei Conti) served 
Lottomatica Videolot Rete S.p.A., and all other nine concessionaires for the operation of gaming machines, an 
invitation to submit their briefs with regard to an investigation on possible damages to the State Treasury. 

The Regional Prosecutor contested that Lottomatica Videolot Rete S.p.A. , in conjunction with some AAMS offi cials, 
inaccurately did not fulfill a number of obligalions relating to the concession and fa iled to comply with certain 
service levels. The damage to the State Treasury supposedly caused by Louomatica Videolot Rete S.p.A., in 
conjunction with said AAMS officials, is alleged to add up to approximately €4.0 billion. 

Lottomatica Videolot Rete S.p.A. filed a motion on June 27,2007, contesting the outcome of the Regional Prosecutor 
and arguing to have always complied with its obligations as concessionaire and requesting the dismissal of the case. 

At the same time, AAMS served Louomatica Vidcolot Rete and the other nine concessionaires the same charges as 
those filed by the Regional Prosecutor and requested the payment of damages for the same amount. 

Louomatica Videolol Rete challenged the charges brought forth by AAMS and appealed before the TAR of Lazio 
requesting the annulment of the above. 

Through court order dated July 25, 2007 the TAR of Lazio accepted the appeals brought forth by Lottomatica 
Videolot Rete and the other concessionaires and annulled the request for damages presented by AAMS. The hearing 
to discuss the merit was set 10 January 23, 2008. Lottomatica Videolot Rete presented a technical report prepared by 
sector experts de monstrating its complete adherence to the concession contract obligations. The report illustrates how 
Lottomatica Videolot Rete implemented a complete gaming system that is effic ient and e ntirely functional. 

On April I, 2008 the TAR of Lazio issued a ruling annulling the damages request lodged by AAMS for the payme nt 
of€4.0 billion by Lottomatica Videlot Rete. 
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On january 8, 2008, the Regional Public Prosecutor for the Audit Department served notice to Lottomatica Videolol 
Rete regarding the charges brought fonh which partially reduced the penalties to approximately €3 billion, breaking 
down to: 

1) €400,OOO.OO plus interests forthe "delay in the launch of the online network" (which should have been launched 
by September 13, 2004 - effective launch date was October 31 , 2004); 

2) € 1.0 million plus interests for the "delay in the activation oftbe network" (which should have been completed 
by October 3 1, 2004 - effective completion date was December 3 1, 2004); 

3) € 991 ,456.00 plus interests for the "delay in the connection of the gaming machines to the online network" 
(which should have occurred no later than December 3 1, 2004 - effective completion date was February 2, 
2006); 

4) € 3.0 billion plus interests for "not having fulfilled all service level obligations provided for in section 2, letter 
b) ofthe concession". 

The first hearing before the Audit Department was set 10 December 4, 2008. 

At the same time, on March ]3,2008 AAMS and Louomatica Videolot Rete signed an amendment 10 the original 
Concession contract, more favourab le to the Concessionaires. 

With regard to the indications set forth by the above mentioned TAR ruling and based on the above mentioned 
add itional clause signed between the parties, AAMS, with letters dated as of May 23 and 27,2008 notified 
Lottomatica Videolot Rete the start of investigations with reference to the inaccurately fulfilling the o nline activation 
and management obligations relating to the concession' and failure to comply with service levels. As specified in the 
letter dated May 27, 2008 the fai lure to comply with the obligation to "supply responses to the request for gaming 
wagers data" presented by AAMS through its access gateway. AAMS further stated that in order to calculate 
damages, the Ministry of Finance nominated an ad hoc technical commission. 

To date, AAMS has not yet issued any communication regarding the 4th penalty. 

Regarding the letter dated May 23, 2008, AAMS presented the terms within which the concessionaires would have to 
launch the online network (Anicle 3, section 1, letter b) of the Concession), complete its activation (Article 3, section 
1, leuer d» and connect the remain ing 5% of gaming machines (Article 3, section 3). 

On June 6, 2008 AAMS further challenged Lottomatica Videolot Rete for the violation of the obligations set fonh in 
Article 3, section I , letters b) and d), and sections 2 and 3 of the Concession. Lottomatica Videolot Rete responded to 
the challenges stating that: 

(i) The ch"ge, p=emed by AAMS reg"di"g Ihe f,ilure 10 comply 10 Ihe oblig"io" 10 lau"ch Ihe o"li"e "elwo,k 
within 65 days of the release date of the concessionaire list are ungrounded in SO far as Lottomatica Videolot 
Rete notified AAMS the completion of the launch with the letler dated September 13, 2004. The testing on the 
network was carried out on October 11 , 2004; and 

(ii) Reiterating that the launching activating and initial activation of the communication systems resulted to be 
much more complex than originally expected and that Ihe complexity was impossible to foresee. 
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Through Jeuers daled September I, 2008, October I and October 16, 2008 AAMS communicated the completion of 
the investigation and application the following fines: 

a) €33 ,490.00 for the failure to comply with the timing obligations to launch the online network; 
b) EJ52,768.00 for the failure to comply with the obligations to complete the activation of the online network; 
c) €216.565.00 for the failure 10 comply with the obligations to connect the remaining 5% of the gaming 

machines. 

Though the above fines do nOI regard the 4'h and largest fine (calculated by the Regional Prosecutor as €3.0 billion) 
they nevertheless have been significantly reduced compared 10 Ihe origi nal calculalion presenled by AAMS and 
dismissed by bolh the TAR of Lazio and Ihe Audit Departmenl Prosecutor. 

The Louomatica Videolot Rete filed the appeals against Ihe above indicated 3 fines before the Regional 
Administrative Coun (TAR) of Lazio. 

The TAR of Lazio dismissed the motions fi led by Lottomatica Videolot Rete on November 30, 2009 and in January, 
2010 Lottomatica Videolot Rete filed the appeal before the State Council. 

At the same time, Lottomatica Videolot Rete fi led before the Supreme Court a motion whether the application of the 
penalties provided for the concession fall within Ihe "administrative reserve" of AAMS. The declaration of 
jurisdiction of the TAR of Lazio would therefore excl ude that of the Audit Department. 

On December 4, 2009 the Supreme Coun declared the jurisdiction to be that of the Audit Department resulting in the 
annulment of the suspension of the pending ruling of the Audit Department. The Regional Prosecutor has six month's 
time to reactivate the case before the Audit Departmenl. To date, Lonomatica Videolot Rete has nOI been notified if 
the case has been reactivated. 

11. SUPERENAW170 Tender Appeal 

On October 24, 2007, Stanley lmernalional Belling Limited served an appeal on AAMS, Lonomatica, Sisal and Snai 
before the TAR of Lazio asking for the annulment, upon measure of suspension, of the deeds of the lender launched 
by AAMS on June 29, 2007 for granting the exclusive concession for operating SuperEnalouo. Stanley believes that 
the tender deeds are in conflict with European Community rules and principles with regards to freedom of 
establishment and service provision. 

A similar appeal, which however has not been served on Lottomatica but 10 AAMS and Sisal, was filed by Index 
Group. 

On November 2 1, 2007, the TAR of Lazio declared the appeal brought forth by Stanley to be inadmissible in part and 
rejected it in part upon merits. Stanley contested the TAR of Lazio's ruling before the Council of State, presenting 
again the same arguments as presented before the TAR and requested the suspension of the tender deeds because near 
10 the conclusion. 

On January 26, 2008, upon the completion of opening of the envelopes containing the economic offers, the tender 
was awarded to Sisal S.pA On February 11 ,2008 Stanley appealed the awarding procedure. 
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On July 8, 2008 the Counc il of Slale denied the appeal issued by Stanley and claimed the reasons set forth by said 
appeal 10 be inadmissible. 

The award of the tender was a lso challenged by Snai who claimed of errors in the valuations carried out by the 
Tender Award Commission. 

On June 6 , 2008 Lonomalica fi led an appeal with the TAR of Lazio challenging the April 2, 2008 AAMS 
communication (protocol no. 2008/12798JgiochilEna) in which Lottomatica was notified of the definitive awarding 
of the tender to Sisal. With said appeal, Lottomatica challenged the offer presented by Sisal. Stanley included its 
statement in the appeal brought forth by Lottomalica. Snai has filled its own separate appeal. 

At the October 8, 2008 hearing, the TAR of Lazio postponed the negotiation for the preliminary motion brought forth 
by Lottomatica to October 22. 2008 in order to obtain all necessary deeds relating to the awarding procedure (the 
discussion of the same preliminary motion brought forth by Snai was set for the same date). 

The award of the tender to S isal was also challenged by Snai on the grounds of erroneous evaluations carried oU( by 
the Awarding Commission. The TAR of Lazio issued a court order on June 4, 2008 requesting the tender 
documentation from AAMS. 

On October 22,2008 the TAR of Lazio issued a coun order granting Lottomalica and Snai the opportuni ty to 
examine all tender deeds. 

On April 16,2009 AAMS sent Lotlomatica an official copy of Decree of Apri l 7, 2009 which constituted a specific 
Commiuee to control the anomalies in the offer presented by Sisal. Said Commiuee communicated the conclusion of 
its review and evaluation of the offer in question on May 25, 2009. In addition AAMS notified Lottomalica on June 
23, 2009 of the Decree of June 10,2009 with which the final review of the tender award to SisaJ was completed with 
a positive outcome. 

AAMS presented the said conclusions regarding the offer presented by Sisal at the May 27, 2009 hearing. SNAI has 
already submitted additional claims against the above mentioned evaluation of the Sisal offer. Louomatica is doing 
the same. 

The April 16, 2009 appeal brought forth by LoUomalica requested the TAR of Lazio to ascertain its right to review 
the administrative documents requested on February 24 and March 19,2009 (Sisal and points of sale cuntract and 
AAMS authorization, as well as documentation regarding AAMS review). AAMS denied Lottomatica access to said 
documents on March 20, 2009. The ruling issued on June 10,2009 by the TAR of Lazio admitted the appeal 
presented by LOllomalica and ordered AAMS to gram Lottomatica access to said documents. 

13. Online Instant Loueries 

On April 13, 2006 AAMS issued a decree providing for a preliminary experimental phase for the collection of online 
lottery wagers via internet, television, terrestrial digital channels and satelli te. Given that the National Lottery 
Consortium ( Consorzio Lotterie Nazionali) operates the traditional and instant lotteries, it was selected by AAMS to 
manage the experimental technical and organizational system for the production and sale of online lotterie. ... Said 
decree further granted the ro le of intermediary to the e nti ties with the concessions to operate gaming, sports pools and 
betting. 
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The experimental period was set with a duratio n of 18 (eighteen) months effective as of the launch date of the first 
online lonery. AAMS was given the option whether to extend the tcsting period up to another 18 (eighteen) months. 
The above mentioned period was in facl extended on March 20, 2008 wi th the issuing of a decree by the Gaming 
General Director of AAMS. 

Sisal Match Point S.p.A, Intralot Italia S.p.A. and Eurobe! Italia S.r.l. separately appealed said decree before the TAR 
of Lazio and requested the suspension of the ruling by the TAR of Lazio . 

The three plaintiffs claim that AAMS violated both Italian and European regulations by extending the testing period 
of the online lotteries without a public tcnder given that said lotteries were not included in the concession signed with 
the National Lottery Consort ium o n October 14,2003. 

The National Lottery Consortium stated that the concessio n in questio n is still valid and that the o nlinc inSlant 
lotteries o ffer the same games through a new channel. Therefore given that instant lotteries are included in the 
Consortium's activity then the online instant loneries should thus be operated by the same Consortium. 

The discussion heari ng of the precamionary measure was set to September 24, 2008 during which the TAR of Lazio 
deferred d irectly to the merit d iscussion set for Jan uary 28, 2009. 

AI the January 28, 2009 hearing, the TAR of wio closed the presentation of Ihe argume nts by the parties. 

The TAR o f Lazio denied the appeal brought forth by Intralot Italia S.p.A., Eurobet ltalia S.r.l . and S isal Mateh Po int 
S.pA on January 28. 2009. The ruling was appealed before the Ad minislrative Court (Consigl io di Stato) by Sisal 
Match Point S.p.A. a nd Intralot " alia S.p.A. and a heari ng 10 d iscuss the matter wa".<;et to July 28, 2009 then 
postponed to November 10,2009 at which time the Administrative Court (Consiglio di Stalo) dis mi ssed both 
appeals. 

The decree extending the experimental period of the online instant lotteries was also appealed by Snai S.p.A. on the 
grounds of the illegitimacy of the Authorities acti vi ties given that Snai is also a concessionaire and that it was neither 
notified nor included in the measure . 

According to Snai, the lack of participation in and procedure of the regulation would ''reflect on the correct yielding 
of the power to prolong [the trial period] under both aj udicial and legal profile." 

On Septc mber II , 2008 the TAR of Lazio denied the suspensio n request brought forth by Snai. 

14. Inslanl wlferies Tender Appeal 

The Amministrazione Autonoma Monopoli di Stato (AAMS) issued a tender on August 19,2009 for a new nine-year 
Scratch & Win conccssion cffective as of June 10,20 10. The deadline to present an offer was October 12, 2009. 

Prior to said deadline Sisal requested the annulment of the tender before the Regional Administrative Court (TAR) of 
Lazio on October 9. 
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The Sisal request about the adoption of precautionary measures was denied; but on November 11 , 2009 the TAR 
admitted the appeal against Consorzio Lolterie NazionalilAAMS deciding the annulment of all acts of said tcnder . 

AAMS and Consorzio Lotterie Na7.ionali filed an appeal hefore the Supreme Administrative Court (Con.<;igiio d i 
Stalo) against the TAR of Lazio decision by asking for lhe annulme nl of the same. 

GTECH's Business 

1. CEP Contract Proceedings 

Background 

In January 1997, Caixa Economica Federal ("eEF'), the operator of Brazil's National Lottery, and Racimec 
lnformatica Brasileira S.A. (" Raci mec"), lhe predecessor ofGTECH Brazil entered inlo a four-year contraci pursuanl 
10 which GTECH Brazil agrccd to provide on-linc loucry services and technology to CEF (the " 1997 Contract"). In 
May 2000, CEF and GTECH Brazil lerminated the 1997 Contract and entered inlo a new agreeme nt (Ihe "2000 
Contracl") obliging GTECH Brazil 10 provide loncry goods and services and additional financial transaclion services 
to CEF for a contract lerm that, as subseq uently extended, was scheduled 10 expire in April 2003. In April 2003, 
GTECH Brazil e nlered into an agreement with CEF (the "2003 Contraci Extension") pursuant to which: (a) the term 
of the 2000 Contract was extended into May 2005, and (b) fees payable to GTECH Brazil under the 2000 Contract 
were reduced by 15%. On August 13,2006, all agreements between GTECH and CEF lerminated in accordance with 
their terms. 

Criminal Allegations Against Certain Employees 

In late March 2004, federal attorneys with Brazil 's Public Ministry (the "Public Ministry Anomeys") recommended 
that criminal charges be broughl against nine individuals, including four senior officers of CEF, Antonio Carlos 
Rocha, the former Senior Vice President of GTECH and President of GTECH Brazil, and Marcelo Rovai, then 
GTECH Brazil's marketing director and currently employed at GTECH's site in Chile. 

The Public Ministry Anorneys had recommended Ihat Messrs. Rocha and Rovai be charged with offering an 
improper inducement in connection with the negotiation of the 2003 Contraci Extension, and co-authoring, or aiding 
and abetting, certain allegedly fraudulent or inappropriate management practices of the CEF management who agreed 
10 e nter into the 2003 Contract Extension. Neithcr GTECH nor GTECH Brazil is the subject of this criminal 
investigalion, and under Brazilian law, entities cannot be subject to criminal charges in connection with (his maller. 
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In June 2004, the judge reviewing these charges prior to their being fil ed refused to initiate the criminal charges 
against the nine individuals bUI instead grunted a request by the Brazilian Federal Po lice to continue the investigation 
which had been suspended upon the recommendation of the Public Ministry Attorneys that criminal charges be 
brought. The Brazilian Federal Police subsequently ended their investigation and presented a report of the ir fi ndings 
to the court. This report did not recommend that ind ictments be issued against Messrs. Rocha or RoYai, or against any 
current or former e mployee of GTECH or GTECH Brazil. The Public Ministry Attorneys have since requested that 
the Brazilian Federal Po lice reopen their investigation. GTECH understands that investigatio ns by the Brazilian 
Federal Po lice may be o ngoing, includ ing an inves tigatio n respecting the award of, and performance under, the 1997 
Contract and the 2000 Contract. 

GTECH is cooperat ing full y with the investi gations by Brazi lian authorities and has encouraged Messrs. Rocha and 
Rovai to do the same. 

Notwithstanding the favourable resolution of the Brazilian Federal Police's initial investigation, o n June 2 1. 2006, a 
special investigating panel of the Brazilian congress issued a report and voted , among other things. to ask the Public 
Ministry Attorneys to indict S4 individuals, includ ing o ne current a nd three former e mployees of GTECH Brazil , 
alleging that the ind ividuals helped GTECH Brazil to illegally obtain the 2003 Contract Extension. GTECH found 
nothing in the congressional report to cause it to believe that any present or former e mployee of GTECH or GTECH 
Brazil commiued any criminal offence in connection with obtaining the 2003 Contract Extension. 

GTECH conducted an internal investigation of the 2003 Contract Exte nsio n under the supervision of the independe nt 
d irectors of GTECH Holdings Corporation. GTECH found no evide nce that GTECH, GTECH Brazil . or any of their 
current or for mer employees violated any law, or is otherwise gUil ty of any wrongdoing in connection with these 
matters. 

Civil Action By The Public Ministry Attorneys 

In April 2004 the Public Ministry Attorneys initiated a c ivil actio n in the Federal Court of Brasi lia against GTECH 
Brazil; 17 fonner offi cers and employees of CEF; the former president of Racimec; Antonio Carlos Rocha; and 
Marcos Andrade, anOTher fonner officer of GTECH Brni l. This civil aCTio n alleges ThaI The defe ndants aCTed illegally 
in entering into, a mending and performing, the 1997 Co ntract, and the 2000 Contrac l. 

This lawsuit seeks to impose damages equal to the sum of all amounts paid to GTECH Brazil under the 1997 
Contract and the 2000 Co ntract, and certain other permitted amo unts, minus GTECH's proven investment costs. The 
applicable statute also permits the assessment of interest and, in the discretion of the court, penalties of up to three 
times the amount of the damages imposed. GTECH estimates that through the date of the lawsui t, GTECH Brazil 
received under the 1997 Contract a nd the 2000 Contract a total of approximately 1.5 bil lion Brazilian Reals (or 
approximately €596.9 millio n at currency exchange rates in effect as o f December 31,2009). In additio n, although it 
is unclear how investment costs wo uld be detennined for purposes of this lawsuit, GTECH estimates that its 
inveSlme nt cosll; lhrough the date of !he lawsuit were approximate ly between 1.2 bil.lion and 1.4 billio n Bldzilian 
Reals (or approximately between €477.5 million and €557. ! millio n at curre ncy exchange rates in effect as of 
December 3 1,2009) in aggregatc; however, these investmem costs could be d isputed by CEF, and are uhimately 
subject to approval by the court . 
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OTECH has been advised by Brazilian counsel Ihallhcse proceedings are likely 10 take several years, and could take 
longer than 15 years in certain circumstances to litigate through the appellate process 10 final judgmem, aTECH 
believes thai these claims are groundless. 

Teu Audit 

In June 2005, the Federal Coun of Accounts ("TeU") issued a preliminary report (the "TeU Audit Report") with 
respect to GTECH Brazil's contracts with CEF. W hile aTECH Braz.il has nOI been formally served with a copy of the 
Teu Audit Repon, GTECH understands that its central allegations are that the 1997 Contract was improperly 
transferred from Racimec to GTECH Brazil ; it was accorded certain payment increases respecti ng financ ial ~rvices 
tran~ctions that were not contemplated by the procurement process respecting the 1997 Contract or otherwise 
permitted under applicable Brazilian law; and the 2003 Contract Extension was entered into a manner inconsistent 
with Brazilian law and the procurement process respecting the 1997 Contract. The TCU Audit Report alleges that as a 
result of these considerations, CEF overpaid GTECH Brazil under the 1997 Contract and the 2000 Contract. The 
TCU Audit Repon seeks payment from GTECH of a base amount determined on a preliminary basis by TCU to be 
approximately 400 million Brazilian Reals (approximately €159.16 million at currency exchange rates in effec t as of 
December 3 1, 21X>9). 

aTECH believes that these claims are without merit. GTECH further believes that the claims and determinations of 
the TCU Audit Report will, in essence, be merged into the civil action instituted by the Public Ministry Attorneys 
described above, and are accordingly unlikely to represent an independent potential source of liability for GTECH. 

2. ICMS Tax 

On July 26, 2005, the State of Sao Paulo challenged OTECH Brazil for classifying the remitlances of printing 
ribbons, rolls of paper and wagering slips ("Consumab\es") to lottery outlets in Brazil as non-taxable s hipments. The 
tax authorities disagree with that classification and argue thai these Consumables would be subject to ICMS tax as 
opposed to the lower rate ISS tax that GTECH Brazil paid. The tax authorities argue that in order for printed matter to 
be considered non-taxable il hal) 10 be "personalized." To be considered person:;alized, the Consumables must be 
intended for the exclusive use of the one ordering them. OTECH Brazil filed its defense against the Tax Assessment 
Notice, which was dismissed. GTECH Brazil filed an Ordinary Appeal and a Special Appeal 10 the Court of Taxes 
and Fees, both of which were not granted. The State Treasury of Sao Paulo has filed a tax foreclosure to collect the 
tax obligation. GTECH Brazil is preparing to file an appeal of this matter with the First District Court of the State 
Treasury (Barueri). Prior to filing the appeal, it is likely that GTECH Brazil will be required to provide security for 
tbe tax obligation in the event it is unsuccessful in the appeal. GTECH Brazil bas been advised by Brazilian counsel 
that these proceedings are like ly to take several years, and could take longer than seven years to litigate through tbe 
appellate process to final judgment. GTECH Brazil believes that these claims are groundless. 
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3. Import Duties 

In 1998. the Brazilian Internal Revenue Service ("SIRS") provided S8 Indusrria e Comercio Ltda. ("58"), a 
subsidiary ofGTECH, with notice ofa tax assessment of 17.8 million Brazil.ian Reals (or approx.imately E7.08 
million at currency ex.change rates in effect at December 31, 2009) for improperly claiming tax credits in 1996 and 
1997. On October 27, 1998, SB filed its defense in an administrative proceeding that the taxes were not due because 
during the applicable period, S8 manufact ured and assembled tenninals in a lax free zone in the Slate of Amazonas. 
The administrative lower court has twice rejected the SIRS's documents. GTECH has been advised that the malter 
was determined favorably 10 SB in the lower adminiSlJ'ative court which BIRS appealed. The appellale court has 
ruled in SB's favour, and GTECH now considers this matter closed. 

40. Commitments and contingencies 

Commitments 

Acquisition of Finsoft Limited 
On July 2, 2007, we acquired Finsoft Limited ("Finsoft"), a provider of' real-time transaction and information 
management systems for the commercial sports-betting market for a cash purchase price of £29.6 million (€43 .9 
mi llion at the July 2, 2007 e)(change rate). In consideration of performance targetS which were met for Finsof't's fi scal 
year ended September 30, 2007, contingent consideration of £10.3 million (€13.4 million) was paid in May 2008. If 
maximum performance targets are met for Finsof't' s fiscal years ended September 30, 2008 and 2009, a funher f18.5 
million (€l0.8 million at the December 3 1, 2009 exchange rate) would be paid during the first half or2010. 

Acquisition of Dynamite Design and Marketing Limited 
On Apri l 1, 2008, Boss Media, a GTECH subsidiary, acquired 100% of Dynamite Design and Marketing Limited, a 
developer and supplier of unique, innovative online interactive betting games for £5 .9 million in cash (€7.4 million at 
the April 1,2008 exchange rate). In consideration of performance targets which were met in 2009, contingent 
consideration of £0.6 million (€0.7 million) , £0.7 million (EO.& million) and £0.4 million (EO.5 million) was paid in 
January 2009, August 2009 and December 2009. respectively. If maximum performance targets are met in the fi rs t 
quarter of 2010, a further £2 .2 million (€2 .4 million at the December 3 1,2009 e)(change rate) would be paid during 
the second quaner of 20 I O. 

Medstroms AB Put/Cali 
GTECH Global Services Corporation ("GGSe') has an 87.454% interest in GEMcd AB ("GEMed"), a Swedish 
private limited liability company that owns 100% of Boss Media AB. a leading developer of innovative software and 
systems for digitally-distributed gaming entertainment. GGSe has the option, which it may exercise between April I. 
2010 and June 30, 2010 to require Medstroms Invest AU ("Medslroms") to sell its 12.546% interest in GEMed to 
GTECH and Medstri:ims has an identical put right. The price at whiCh the put/call may be exercised is equal to ten 
times EBITDA for the period January 1.2009 through December 3 1. 2009, such product to be multiplied by 
Medslroms' 12.546% interest in GEMed. The price is subject to both a floor (SEK 108 million) and a cap (SEK 287 
million). or approximately EII.6 million floor and €30.8 million cap at the April 24, 2008 SEK to euro exchange rate. 
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Acquisilion of SI. Enodoc Holdings Limited 
On April 30, 2008, GTECH acquired 90% of Gibraltar-based $1. Enodoc Holdings Limited and its subsidiaries 
including SI. Minver Limited (collectively "St. Minver''), the leading provider of cnd-Io--end white label gaming 
services for £23.8 million in cash (€30.4 million at the April 30, 2008 exchange rate). In consideration of 
pcrfonnance targets that were met in 2008 and 2(X)9, contingent consideration of £4.5 million (€5.7 million) and £0.2 
million (€O.2 million) was paid in October 2008 and December 2009, respectively. 

Ten percent of St. Minver remains with Gary Shaw, Founder and Chairman, until at least 2012. at which point both 
Mr. Shaw and GTECH have the right to cause GTECH to acquire Me. Shaw's shares at a price equal to fair value to 
be determined by an independent appraisal as of the date of exercise. GTECH may exercise the call ri ght and Mr. 
Shaw may exercise the put right at any time after December 3 1, 20 11 and before March 31, 2012 or during each 
subsequent yearly period between December 3 1st and March 31st. 

CLS·GTECH Company Limited 
On December 19, 2007, GTECH Global Services Corporation Ltd. (''GGSC'') acquired 50% of Tabcorp International 
Hong Kong Limited, subsequently renamed CLS-GTECH Company Limited ("CLS·GTECH"), for the purpose of 
providing a nationwide KENO system for Welfare lotteries throughout China. CLS-GTECH had been formed as a 
joint venture between TabCorp International No.1 Pty Limited (''Tabcorp'') and China LotSynergy Limited ("CLS") 
in 2005, and had launched a trial of the KENO system. CLS acquired Tabcorp's interest in the partnership 
immediately after which GTECH acquired a 50% interest in the joint ventme for USS20 million (€13.9 million at the 
December 19,2007 exchange rate). In addition, GGSC has made a capital commitment 10 CLS·GTECH of AUD$7.5 
million (€4.5 million at the December 19, 2007 exchange rale) in the fonn of a promissory note to be repaid at the 
discretion of the CLS·GTECH board of directors. On August II , 200S, the outstanding commitment remaining under 
the promissory note was converted from AUD$6.4 million to US$5.4 million. At December 3 1,2009, the outstanding 
commitment was U5S3.S million (£1.6 million at the December 3 1, 2009 exchange rate). The investment in CLS
GTECH has been accounted for undcr proportionate consolidation in the Group's financial statements. 

Loto Real Del Cibao, C.X.A. 
On August 2S, 200S, GTECH and OGSC entered into a 20·year contract with Low Real Del Cibao, ex.A. ("Loto 
Real") to be the exclusive tech nology provider to Loto Real for an online lottery system, terminals, and future 
commercial services and other gaming opportunities in the Dominican Republic. The contract has a provision that 
allows GTECH the right to acquire 35% of the outstanding capital ofLoto Real within sixty days after receiving 
audited financial statements and applicable due d iligence for the year ended December 3 I , 2012. 
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Guarantees and indemnifications 

Performance and other bonds 
In connection with certain contracts and procurements, we have been required to deliver performance bonds for the 
benefit of our customers and bid and liligation bonds for the benefit of potential customers, respectively. These bonds 
give the beneficiary the righl lO obtain payment and/or performance from the issuer of the bond i f certain specified 
events occur. In the case of performance bonds, which generally have a term of one year, such events include our 
failu re to perform our obligations under the applicable contract. To obtain these bonds, we are required to indemnify 
the issuers againslthe costs they incur if a beneficiary exercises its rights under a bond and we do not curre ntly 
anticipate they will do so. The following table provides information related to potenlial commitments for bonds 
outstanding at December 3 1. 2009 (in thousands of euros): 

Performance bonds 
Litigation bonds 
All other bonds 

Tolal bonds 

212,974 
6,004 
1,482 

220,460 

Lor/ey GTECH Technology Co., LTD guarantee 
GTECH has a 49% interest in Loxley GTECH Techno logy Co., L TO ("LGr), which is accounted fo r using 
proportionate consolidation. LGT is a corporate joi nl venture that was formed to provide an online lottery system in 
Thailand. On March 29, 2005, in order to assist LGT with obtaining the financing they required to e nable them to 
perform under their obligation to operate the online louery system in Thailand, GTECH guaranteed, along with the 
51% shareholder in LGT, loans and performance bonds from trade finance facilities made to LGT by an unrelated 
commercial lender (collectively the "Facilities''). 

GTECH is jointly and severally liable with the other shareholder in LGT for this guaranlee. GTECH would be 
required 10 perform under the guarantee should LGT fai l to make interest or principal payments in accordance with 
the terms and conditions of the Facilitie.<;. GTECH's guarantee obligations commenced in July 2005 and were 
scheduled to terminate six months followi ng Ihe start-up of the on-line lottery system in Thailand. The maximum 
amounts guaranteed and the outstanding balances al December 3 1, 2009 are as follows: 

(in millions) 
Maximum amounts guaranteed by GTECH 

Amounts outstanding at December 31, 2009 

Perfonnance Bonds from 
Trade Finance Faci lities 

Baht € 
375.0 7.8 

375.0 7.8 

During the fourth quaner of 2009, LGT repaid their outstanding loan amounts to the commercial lender with funding 
provided by GTECH and the other shareholder in LGT, resulting in the termination ofGTECH's guarantee 
obligations on the loan. 

183 
DOCUMENT REDACTED BY TLC -12-4-10 



~ , TTOMA T1CA 
GROUP--

2009 Annual Repon 

LOITOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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Lottery Technology Enterprises guarantee 
GTECH has a I % interest in Lottery Technology Enterprises ("LTE"), a joint venture between GTECH, New Tech 
Games, Inc. ("New Tech") and Opportunity Systems, Inc. ("OSI"). The joint venture agreement tcnninales on 
December 3 1,2019. LTE recentl y extended its contract with the District of Columbia Lottery and Charitable Games 
Control Board ("OCLB") through November 22, 2010, extending LTE's 10 year contract with the DeLB, which 
expired on November 22, 2009. Under Washington. D.C. law, by virtue of OUf 1 % interest in LTE, GTECH may be 
jointly and severally liable, wi th New Tech and OSI, for the obligations of the joint venture. 

Commonwealth oj Pennsylvania indemnification 
aTECH wi ll indemnify the Commonweahh of Pennsyl vania and any related state agencies for claims made relating 
to the state ' s approval ofGTECH's manufacturer' s license in the Commonwealth of Pennsylvania. 
Lea"" 

Operating Leases 
The Group leases cenain facili ties and equipment under operating leases that expire at various dates through 2023. 
Certain of these leases have escalation clauses and renewal options. We arc generally requ ired to pay a ll maintenance 
costs, taxes and insurance premiums relating to our leased assets. There are no restrictions placed upon us by entering 
into these leases. 

future minimum lease payments for operating leases are as follows: 

(thousands of euros) 

Curren! 
After one year but not more than five years 

More than five years 

December 31, 
2009 2008 

24,963 
52,607 
2,7 14 

80,284 

20,238 
44,926 

2, 156 
67,320 

Rental expense for operating leases was €29.6 million and €2S.6 million in 2009 and 2008, respectively. 
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Finance Leases 
The Group leases the GTECH world headquarters facility in Providence, Rhode Island, USA (the "World 
Headquaners") under a finance leasc. Under GTECH 's Master Contract with the State of Rhode Island, GTECH was 
required 10 invest (or cause to be invested) at least US$I00 million in the State of Rhode Island, in the aggregate, by 
December 3 1, 2008. This investment commitment included the development of the new World Headquarters by 
December 3 1, 2006. GTECH entered into (i) a development agreement with US Real Estate Limited Pannership (the 
"Developer"), whereby the Developer developed and owns the World Headquarters; and (ii) an office lease with the 
deve loper, whereby GTECH leases a portion of the World Headquarters from the Developer for 20 years. GTECH 
occupied the World Headquarters in November 2006, but o nly began paying rent on March 1,2007. GTECH has the 
right to cancel the lease after June 30, 2023 if Ihe Master Contract with the State of Rhode Island is nOI renewed, in 
exchange for a termination fee equal to six mo nths of base rent plus operating expenses. The lease includes two ten 
year extension options. GTECH has the unilateral right to extend the lease under the two extension options under the 
same terms as in the base term. The lease contains a restriction which does not allow GTECH to assign the lease or 
sublease their portion of the building without the lessor's approval, which is nOI to be unreasonably withheld. As of 
December 3 1, 2009, GTECH had no sublease arrangements. 
Future minimum lease payments under the finance lease together with the present value o f the minimum lease 
payments are as follows: 

December 31, 2(M)9 December 31, 2008 
Present Present 

Minimum Value of Minimum Value of 
(thousands of euros) Payments Payments Payments Payments 

Current 2,034 513 2,066 454 

After one year but not more than five years 8,529 2,945 8,664 2,661 
More than five years 22,700 15,749 25,768 17,221 

Non-current 31,229 18,694 34,432 19,882 

Total minimum lease payments 33,263 19,207 36,498 20,336 
Less amounts representing finance charges (14,056) (16.162) 
Present value of minimum lease payments 19,207 19,207 20,336 20,336 

At December 31, 2009 and 2008, the net carrying amount of the World Headquarters finance lease asset is €16. 1 
million and E17.9 million, respectively, and is recorded in property, plant and equipment, net in the consolidated 
statements of financial position . The carryi ng amount of the liability is recorded in the conso lidated statements of 
financia l position as fo llows: 

(thousands of euros) 

Non-current financial liabilities 

Current financial liabilities 
Present value of minimum lea.<;e payments 
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Sale and Leaseback Transactions 
GTECH sold its technology center facility in December 2006 and entered into a sale-lease back agreement with the 
new owners for a base term of ten years, beginning December 2006, including four consecutive three-year extension 
options. The lease payments under the eXTension periods are equal to 102% of the previous yea~ rent. T he lease 
contains an option for GTECH to cancel the lease after seven years in exchange for a tcrminalion fee equal to nine 
months of base rent, taxes, and operating expenses. The lease is accounted for as an operating lease and future 
minimum lease payments are included in the operating leases section above. 

41. Financial risk management objectives and policies 

Our pri ncipal financial instruments, other than derivatives, are comprised of debt and cash and cash equivalents. The 
main purpose of these financia l instruments is to fund the capital needs of the Group's operations. We have various 
otlJer financial assets and liabili ties, such as trade receivables and trade payables, which arise directly from 
operations. 

The primary risk inherent in our fi nancial instruments is the market risk arising from adverse changes in interest rates 
and foreign currency exchangc ratcs. Wc cntcr into derivativc transactions, including principally intercst rate swaps 
and forward currency contracts, for the purpose of managing interest rate and currency risks arising from our 
operations and its sources of financ ing. It is, and has been throughout the year under review, our policy not to engage 
in currency or interest rate speculation. Our accounting policies regarding derivatives are set OUI in Note 3. 14 . 

Credit n·sk 
The Group's primary credit risk is derived from cash and trade accounts receivable balances. We maintain cash 
deposits and trade with only recognized, cred itworthy third parties. We evaluate the collectibili ty of trade accounts 
and sales-type lease receivables on a customer-by-customer basis and we believe our reserves are adequate. A 
significant amount of our trade accounts receivable are from government louery enti ties from which we have 
historically experienced insignificant write-offs. Trade accounts receivable are reported net of allowances for 
doubtful accounts and liquidated damages. Allowances for doubtful accounts are generally recorded when there is 
objecti ve evidence we will not be able to collectthc receivable. Bad debts are written off when identified. 

With respect to credit risk arising from the other fina ncial assets which comprise cash, available-for-sale financial 
assets, and certain derivative instruments, our exposure to credit risk arises from default of the counterparty, with a 
maximum exposure equal to the carrying amount of these instruments (see Note 14). We manage Our exposure to 
counterparty credit risk by entering into financial instruments with major, financially sound counterparties with high
grade credi t ratings, and by limiting exposure to anyone counterparty. 

At December 31,2009 and 2008, approximately 80% oftolal trade and other receivables are from Italy. 
Approximately 46% and 57% of receivables from Italy relatc to our loucry instant ticket business at December 31, 
2009 and 2008, respectively. 
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Past due financial assets 
The following is an analysis of the Group's past due financial assets which are comprised entirely oftrade and other 
receivables, nel of re lated allowance for doubtful accounts. 

(tlwusands of euros) 

Current 
Past due: 

1-30 days 
31-60 days 
61-90 days 
Over 90 days 

Total trade and OIher receivables 

Allowance (or doubtrul accounts 

(thousands of euros) 

Balance at beginning of year 
Provisions 
Utilization 
Acquisitions 
Translation 
Other 

Balance al end of year 

Liquidity risk 

December 31, 2009 
€ % 

642,572 81.2% 

117,353 14.8% 
15,l3 1 1.9% 
4,42 1 0.5% 

12,326 1.6% 
149,23 1 18.8% 
791 ,803 100.0% 

December 31, 
2009 2008 

(44,032) 
(25,355) 

4,025 

20 
534 

(64,808) 

(19,636) 
(28,3 15) 

7,923 
(4,524) 

228 
292 

(44,032) 

December 31, 2008 
€ % 

624,926 80.8% 

11 6,646 15.1 % 
14,464 1.9% 
6,525 0.8% 

11 ,034 1.4% 
148,669 19.2% 
773,595 100.0% 

The Group's primary liquidity risk is derived from required debt service on our debt and on-going working capital 
needs. The Group's objective in managing this risk is to maintain adequate liquidity and flexibility through the use of 
cash generated by operating activities, bank overdrafts, and bank loans. We believe our ability to generate excess 
cash from operations 10 reinvest in our business is one of our fundamental financial strengths and combined with our 
committed borrowing capacity, we expect to meet our financial obligations and operating needs in the foreseeable 
future. We expect to use cash generated primarily from operating acti vi ties to meet contractual obligations and to pay 
dividends. Our growth is expected to be financed through a combination of cash generated from operating activities, 
existing sources of committed liquidity, access to capital markets, and other sources of capital. Our corporate debt 
ratings ofBaa3 from Moody's and BBB- from Standard and Poor's contribute to our ability to access capital markets 
at attractive prices. therefore. we do not believe the Group is exposed to a significant concentration of liquidity risk. 
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The following tables set out the contractual maturities of the Group's financial liabilities based on contractual 
undiscounted paymenls: 

Year ended Dec:ember 31 , 2009 
Within I 1-2 2-3 3-4 More than 

(thousands of euros) :tear 1= :tears 1= 4 :tears Total 
Fixed rate 
Capital Securities 46,618 750,000 796,618 
Notes 3, 147 750,000 753,147 
Swap Liability 30,625 30,625 30,625 91,875 
World Headquarters finance lease 2,034 2,072 2, 11 2 2,152 24,893 33,263 

82,424 32,697 32,737 2,152 1,524,893 1,674,903 

Floating rate 
GTECH Senior Credit Facilities 203 124,948 1,027,350 1,152,501 
LTD Revolving Credit Facility 22 22 
Acquisit ion related liabilities 22,842 2,628 25,470 
Other 22,275 2,889 25,164 

45,342 127,837 1,029,978 1,203,157 
127,766 160,534 1,062,715 2, 152 1,524,893 2,878,060 

Year ended December 31, 2008 
Within 1 1-2 2-3 3-4 More than 

(thousands of euros) rear :tears :tears rears 4 :tears Total 
Fixed rate 
Capital Securities 46,491 750,000 796,491 
World Headquarters finance lease 2,066 2,105 2,145 2,186 27,996 36,498 

48,557 2, 105 2, 145 2,186 777,996 832,989 

Floating rate 
GTECH Senior Credit Faci lities 2,565 30,610 150,895 1,189,193 1,373,263 
LTO Term LQan Facility 601 132,000 132,000 96,000 360,601 
LTO Revolving Credit Facility 95 50,000 50,095 
Acquisition related liabilities 6,769 23,101 6,211 36,081 
Other 69,327 53,064 1,004 1,164 14,661 139,220 

79,357 106,775 283,899 1,378,568 110,661 1,959,260 
127,914 108,880 286,044 1,380,754 888,657 2,792,249 
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Market risk 

Interest rate market risk 
OUT exposure to changes in market interest rates relates primarily to our net debt obligations with floating interest 
rales. OUf defini tion of net debt is variable rate debt less variable rate cash investments. Our policy is to manage 
interest cost using a mi x of fixed and variable rate deb!. We use various techniques to mitigate the risks associated 
with future changes in inlerest rates, includ ing cmcring into interest rate swap and treasury rate lock agreements. As 
of December 31. 2009 there were US$ I.4 billion (notional value) in interest rate swaps outstandi ng (US$I.5 billion al 
December 31,2008) and approximately 12% and 30% of our net debt portfolio was exposed to interest rale 
fluctuations at the end of 2009 and 2008. respectively. The interest rate swaps outstanding at the end of 2009 begin to 
expire in June 20 10. as further described in the interest rate swap section that fo llows. 

Taking into consideration interest rate swaps outstanding at December 3 1. 2009. the following demonstrates the 
sensiti vi ty to a reasonably possible change in interest rates, with all other variables held constant, of the Group's 
income before income tax expense and equity associated with our fl oating rate debt over the next year: 

Effect on income 

Increase (decrease) before income tax Effect on 

in basis ~ints expense (€OOOsl !!lui!): (€OOOsl 
2009 10 (290) 2,077 

(10) 290 (2,069) 

2008 10 (725) 3,130 
(10) 725 0,225) 

Foreign currency exchange rate risk 
As a result of significant opecalions worldwide, O(l ( consolidated statement of financial pmition ean he affected 
significantly by movements in exchange rates due to the translation of foreign currency balance sheet accounts into 
euro balance sheet accounts. We also have transactional currency exposures arising from curre nt and anticipated 
transactions denominated in currenc ies other than our functional curre ncy, whic h is the e uro. Translatio n amounts in 
other reserves (Note 20) in our consolidated statements of financial position are derived primarily from our US dollar 
funct ional currency subsidiaries. 

We seek 10 manage our fore ign exchange risk by securing payment fro m our c ustomers in euros, by sharing risk with 
our customers, by utilizing foreign currency borrowings, by leadi ng and lagging receipts and payments, and by 
entering into fore ign c urrency exchange and option contracts. In addi tion, a significant portion of the costs 
attributable to our foreign currency revenues are payable in the local currencies. In limited circumstances, but 
whenever possible, we negotiate clauses into our contracts that allow for price adjustments should a material change 
in foreign exchange rates occur. 

From time to time, we enter into foreign currency exchange and option contracts to reduce the exposure associated 
with certain firm commitments, variable service revenues, and certain assets and liabili ties denominated in foreign 
currencies. but we do not engage in fore ign currency speculation. These contracts generally have maturities o f 12 
months or less and are regularly renewed to provide conti nuing coverage throughout (he year. It is our policy to 
negotiate the tenns of the hedge derivatives to match the terms of the hedged item to maximize hedge effectiveness. 
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As of December 31 , 2009, we had contracts for the sale of approximately US$353.2 million of fore ign currency 
(primarily curo, Swedish krona, British pounds, Colombian pesos, and Czech koruna) and the purchase of 
approximately US$) 83.9 million of foreign currency (primarily eUfO, Swedish krona, British pounds, Polish zlotys 
and Canadian dollars). 

As of December 3 1, 2008, we had contracts for the sale of approx imately U5$58.4 milJion of foreign currency 
(primarily British pounds, Danish krona, Czech koruna, and Swiss francs) and the purchase of approximately 
US$ 192.7 mill ion of foreign currency (primarily cura, Polish zlOlYs, British pounds, and Canadian dollars). 

The following demonstrates the sensitivity to a reasonably possible change in the euro to US dollar exchange rate, 
with all other variables held constant, of the Group's income before income tax expense and equity associated with 
our foreign currency denominated receivables and payables and fore ign currency forward contracts over the next 
year: 

Effect on income 
Increase (decrease) before income tax Effect on 

in exchange rate ex~nse {€OOOsl ~uit:z: {€OOOsl 
2009 10% 9,500 227,180 

(1 0%) (9,500) (227,180) 

2008 10% 13,900 204,000 
(10%) (13,900) (232,000) 

Commodity price risk 
Our exposure to commodity price changes is nOi considered malerial and is managed through our procurement and 
sales practices. 

H edging actilJities and derilJatives 

Derivatives not designated as hedging instruments 

The Group uses forward fore ign currency contracts to manage some of its transaction exposures and fu ture fore ign 
currency net cash fl ows that the Group expects to generate through its operations. These forward foreign currency 
comracts are not designated as cash flo w, fair vaJue, or net investmem hedges and are typically matched with current 
transactions or forecasted fo re ign currency transactions to be derived fro m operations. The aggregate fair value of the 
contracts at December 3 1, 2009 and 2008 was (EO. I) million and €2.4 million, respectively. 
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Cash flow hedges 

Foreign exchange contracts 
AI Dece mber 3 1,2009 and 2008. the Group held forward curre ncy contracts designated as hedges of future foreign 
currency nct cash flows that the Group expects to generate through its operations. The terms o f the c urre ncy contTacts 
are typically matched with the forecasted fore ign currency Iransactions to be derived from operations up to a period 
of 12 months. At December 31, 2009 and December 3 1, 2008, the aggregate fa ir value of these contracts was nOI 
material. 

Interest rate swaps 
At December 31 . 2009, the Group held US$I.4 bi llion nOlional amount ofinlcrest rate swaps ("swaps"), with an 
aggregate fair value of(€52.2) million «USS75.2) million at the December 31, 2009 exchange rate), which were 
designated as hedges of floating interest rates on the GTECH Senior Credit Facil ities. These swaps effectively 
conven US$ I.4 billion of the GTECH Senior Credit Facilities' variable interest rate debt to tixed rate debt. Under the 
terms of these swaps, the Group is required to make fixed interest payments based on rates ranging between 2.89% 
and 5.02% and receives variable interest payme nts fTom its counterparties based on three-month Libor with 
settlement occurring quarterly. During 2009, we recorded an unrealized loss to equi ty of€13.! million, net of€7.7 
million of income tax benefit, principally associated with these swaps. 

The controctual maturities of the notional amounl of these swaps are as follows (US dollars in thousands): 

Maturity 
Date 

June 30, 2010 
December 3 l,2010 

June 30, 2011 
December 31, 2011 
March 31, 2012 

Notional 
Amount 

51 ,740 
51,740 
51,740 
51,740 

1,174,284 
1,381,244 

At December 31,2008, the Group held USSI .5 billion notional amount of interest rate swaps ("swaps"), with an 
aggregate fair value of(€73.4) million «USSI02.1) million at the December 31, 2008 exchange rate), which were 
designated as hedges of fl oating interest rates on the GTECH Senior Credit Facilities. These swaps effectively 
conven US$ I .5 billion of the GTECH Senior Cred it Facilities' variable interest rate debt to fixed rate debt. Under thc 
terms of these swaps, the Group is required to make fixed interest paymeniS based on rates ranging between 2.89% 
a nd 5.02% and receives variable interest paymcniS trom its counterparties based on three-month Libor with 
settlement occurring quanerly. During 2008, we recorded an unrealized loss to equity of€39.9 million, net of£22.7 
million of income tax benefit, principally associated with these swaps. 
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The contractual maturities of the notional amount of these swaps are as follows (US dollars in thousands) : 

Maturity 
Dale 

June 3D, 2009 
December 31, 2009 
June 30, 2010 
December 31. 2010 
lune 30, 2011 
December 31, 2011 
June 30. 20 12 

Fair value hedges 

Notional 
Amount 

44,348 
44,348 
51,740 
51 ,740 
51,740 
51,740 

1,174,284 
1,469,940 

At December 31,2009, the Group held € IOO million notional amount of interest rate swaps ("swaps") with an 
aggregate fair value of (€O. 7) million, which were designated as hedges of fixed interest rales on the €750 million of 
senior notes due 2016 (the "Notes"). Tbese swaps effectively convert €100 million afme Noles fixed interest rate 
debt to variable rate debt. Under the terms of these swaps, the Group is required to make variable rate interest 
payments based on a 6 month floating Euribor plus a flat spread rate, collectively ranging between 3.263% and 
3.276% as of December 31, 2009, and receives fixed interest payments from its counterpanies based on a fixed rale 
of 5.375%. The Emibor rate resets on a semi -annual basis, but settlement occurs annually. Decause these swaps 
convert fixed rale debt to variable rale debt they are considered fair value hedges. Wi th fai r value hedges, both the 
swaps and the hedged item (the Notes) are recorded at fair value, with the offset being recorded in inte rest expense. 
During 2009, we recorded a swap unrealized loss of€0.7 million with an offsetting debt unrealized gain of€0.9 
million, with the difference of€0.2 million recorded as a reduction to interest expense. 

The Group did not have any fair value hedges as of December 31, 2008 . 

Hedges of a net investment in a fo reign operation 
At December 31 , 2009, the Group held SEK 1.0 billion (€96.9 million at the December 31,2009 exchange rate) of 
foreign currency forward contracts, with an aggregate fair value of(€I.I) million, designated as a hedge against the 
net investment in Boss Media. During 2009, (€0.9) million of ineffectiveness arising from this hedge was recognized 
in foreign exchange gain (loss), net in our consolidated income statement. 

At December 31, 2008, the Group held €IOO.O mill ion of foreign currency forward contracts, wi th an aggregate fai r 
value of€1.3 million, designated as a hedge against the net investment in Boss Media. During 2008, no 
ineffectiveness has been recognized in our consolidated income statement from this hedge. 
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Capital mallagement 
The primary goal of the Group's capital management sfnuegy is to ensure strong credit rotings and hcahhy financial 
rat ios in order to support its business while maximizing corporate value and reducing the Group ' s financial risks. We 
consider all equity and debt 10 be managed capital of the Group. 

The Group manages its capital structure and makes adjustme nts based on long term strategy decisions in light of 
changes in economic conditions. Additionally, the Group seeks to preserve an optima1 weighted average COSI of 
capital and maintain sufficient financial flexibility to pursue growth opportunities. There were no changes in the 
objectives, policies, or processes during the years e nded December 3 1, 2009 and 2008. 

42. Supplemental cash now information 

Non-cash in vesling and financing aclivities arc excluded from the consolidated statement of cash flows and are 
summarized as follows: 

December 3 I, 
(thousands of euros) 2009 2008 

Non-cash purchase price costs related to acquisition act! vity 15,110 86,229 
15,110 86,229 

See Note 6 for detailed information on 2009 and 2008 acquisition activi ty. 

43. Events after the reporting period 

Inslant Lotteries Tender Appeal 
As discussed in Note 39, AAMS issued a tender in August 2009 for a new nine-year Scratch & Win license to operate 
the national instant lotteries in Italy. Sisal requested and was granted an annulment of the tender before the TAR of 
Lazio. AAMS and Consorzio Louerie Nazionali filed an appeal before the Supreme Admi nistrative Court requesting 
an annulment of the decision by the TAR of Lazio. Sisal filed il<; own appeal asking for a referral to the European 
Court of Justice. 

After a hearing held on March 9, 2010, the State Council accepted the appeal submitted by AAMS and by Consorzio 
Louerie Nazionali and a portion of the appeal submitted by Sisal, and ruled that Article 21, Paragraph 5 of the law 
10212009 regulating the tender, as well as the clauses of the tender reflecting such article, are not applicable. 
Paragraph 5 of said law is related to the interim period during which Consorzio Lottcrie Nazionali would continue to 
manage the existing instant lotteries through January 2012. 

On March 30, 2010, AAMS issued a decree to reopen the prior public tender for the ne w Scratch & Win concession 
and to remove from that tender the clauses which the State Council had found to be inapplicable in its March 9, 2010 
ruling. AAMS set a date of May 10. 2010 for submission of bids to participate in the reopened tender. 

Medstroms AB Put/Call 
As described in Notes 6 and 40, GGSC has an 87.454% interest in GEMed and GGSC has the option, which it may 
exercise between April 1, 2010 and June 30, 2010 to require Medstroms to sell its 12.546% interest in GEMed to 
GGSC and Medstroms has an identical put right. 

On April 1, 2010, Medstroms exercised its put right and on April 12, 2010, CGSC paid Medstrom SEK 200 million 
(€20.5 million at the transaction date) for the remaining 12.546% interest in GEMed. 
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AUDIT FIRM FEES 

(thousands of euros) 

Service description 
A udit services 

International statutory audit fees 
Other services: 

- Agreed upon procedures 
- A ccounting consultations 

Total 
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2009 fees provided to : 

Audit Finn 
of the Pare nt 

Company 
331 

745 

1,076 

Audit Finn's 

Network 
of the Parent 

Company 
2,170 

610 

215 
2,995 
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Name 

Aitken Spence GTECH (Private) limited 

Anguilla Lottery and Olmiog Company umited 

Antig ua lottery Company limited 

Atronic Arrericas.lLC 

Alronic Argentina. S.RL 

Atronic Asia limited 

Atronic Au s tralia Ply . Ud. 

Atronic Auslmlie.n GnDH 

Atronic Aus tria GtrbH 

Atronic A us tria Holding AG 

Atronic Inte rn ational OOOH 

Alronic Nevada, u...c 
Atronic Peru S.A. 

Atronic Russ ia 0 .0.0. 

Atronic Systems B.Y. 

Atronic Systems GrbH 

Atronic Systems S.A,M, 

Atronic Systems, Inc. 

Beijing GrECH CompulcrTechno logy Company limited 

BillBird S.A. 

Boss Casinos N.Y. 

Boss Ho ldings Ud. 

DOCUMENT REDACTED BY TLC · 12-4· 10 

~ TTOMAiJ~A 
GROUP--

2009 Annual Report 

Summary Schedtle of ESsential Data of Consolidated Compllllies JIlrsuant to Article 
2429 of Italian Chi l Code 

T housands of euros Percentage 
Rew uue i:S:S::llo,",oo)l: ~ 8!:lS::DJI!i: IS.:;' los;ome ~ 

(35) 29 0.0% 0.0% 0.0% 

25 1 ( 132) 146 0.0% -0. 1% 0.0% 

473 (193) 246 0.0% -0.2% 0.0% 

25,25 1 (7 ,m) 12.090 1.0% -7.5% 0. 1% 

598 (94) 537 0.0% -0. 1% 0.0% 

0.0% 0.0% 0.0% 

69 18 0.0% 0.1% 0.0% 

194 2 0.0% 0.2% 0.0% 

40,317 (367) 2 1.255 1.7% -0.4% 0.2% 

(229) 11,266 0.0% -0.2% 0.1 % 

45,696 (16,176) 102,382 1.9% -16.9% 0.8% 

3,685 1.227 4,609 0.2% 1.3% 0.0% 

2,649 (9 1) 3,88 1 0.1 % -0. 1% 0.0% 

497 ( 1,068) 567 0.0% -1.1 % 0.0% 

19 1 (6,445) 10,016 0,0% -6.7% 0,1 % 

22,354 1,794 9,5 12 0.9% 1.9% 0.1 % 

5,926 (7) 2.617 0.2% 0.0% 0.0% 

2 70 0.0% 0.0% 0.0% 

699 10 129 0.0% 0.0% 0.0% 

14,970 1,597 \3,704 0.6% 1.7% 0. 1% 

3,539 19 588 0.1% 0.0% 0.0% 

970 1,415 1,053 0.0% 1.5% 0.0% 
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Lottomatica GroupS.p.A 

Summary Schedule ofFssentiaJ Data of Consolidated Compmies pursuant to Article 
2429 ofllalian Chi) Ctxk> 

Thousands of euros Percentage 
Name ReWDuc Nellncmpe Aum BeWDlle Net Income Aum 

Boss Media AS 34,337 2,854 31.641 1.4% 3.0% 0.2% 

Boss Media Ant igu a Ltd . 25 (3) 7 OJ)% 0.0% 0.0% 

Boss Media Inves tments AS 81 0.0% 0.0% 0.0% 

Boss Media Malta Cas ino ud. 3,880 10 1 2.796 0.2% 0.1 % 0.0% 

Boss Med ia Malta Poker Ltd. 9,792 268 10.085 0.4% 0.3% 0. 1% 

CAM Galaxy Qoup Ltd. 2 159 0.0% 0.0% 0.0% 

Caribbean Lottery Serv ices, Inc. 2,052 (341) 740 0.1% -0.4% 0.0% 

Cart alis lmel S.p.A. 2,641 (2,382) 24,321 0.1% -2.5% 0.2% 

CLS-GfECH Australia Pty Ltd. 0.0% 0.0% 0.0% 

CLS-GfOCH Company Umited 123 (387) 6,093 0.0% -0.4% 0.0% 

ClS-GTECH Technology (Beijing) Co .. Ltd. 0.0% 0.0% 0.0% 

Consomo Lolterie r..-azionali 12R,R12 123.347 575.830 13.6% 128.5% 4 .4% 

Consorzio Lottomatica Gochi Sportivi 5 43 1 0.0% 0.0% 0.0% 

Curacao Louery Corqlany, N.Y. 0.0% 0.0% 0.0% 

0&0 Eectron ic and Software GmbH 0.0% 0.0% 0.0% 

Data Transfer Systerm. In c. (2) 0.0% 0.0% 0.0% 

DataTmn s Sp. z.O.o. 926 289 135 0.0% 0.3% 0.0% 

Drcal11>ort do Bms illlda. 6 216 0.0% 0.0% 0.0% 

DreafIllort Su ffolk Corporation 2,173 0.0% 0.0% 0.0% 

Drcal11>ort, Inc . 5,591 0.0% 0.0% 0.0% 

Dynamile Desig n & Marketing Umited 2,252 905 4.049 0. 1% 0.9% 0.0% 

faS t Luck In vestrrents Umited 0.0% 0.0% 0.0% 
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Lott()nlatica Grollp S.p.A 

Sununary ScheWle of Fssential Data ofComolidated Compmies pnsuanC to Article 
2429 orIloJinn Chil Code 

Thousands ofeuro Percentage 

Name R ewoue Net Income ~ Rewoue Net Income ~ 
& bin Lld. 19 0.0% 0.0% 0.0% 

Europa GeSlio nc S.r.I. 2.992 98 1 2.873 0. 1% 1.0% 0.0% 

Europrint (Ganes) umited 2.442 125 222 0.1 % 0. 1% 0.0% 

Europrint Ho ldings Limited 33 263 3,05 1 0.0% 0.3% 0.0% 

Europrint Prorrolions limited 1,370 102 561 0. 1% 0 .1% 0.0% 

Finsoft limited 18.98 1 956 11 .116 0.8% 1.0% 0. 1% 

GEMed AB 522 (1.321 ) 154.221 0.0% - 1.4% 1.2% 

GTECH Corporatio n 701.3 11 ( 17 1.742) \ ,9 16.684 29.0% - 179.0% 14.6% 

GrEO-l As ia Corporation 17 9,283 0.0% 0.0% 0.1 % 

GrECH Au s tralasia Corporation 5.021 763 1\ ,695 0.2% 0.8% 0. 1% 

GrOCH A vrasya Tekn ik Hizrrellcr Ve Mu savirlik A.S. 4.297 71 703 0.2% 0. 1% 0.0% 

GrECH Brosilllda. 558 (2.114) 20, 144 0.0% -2.2% 0.2% 

GrECH Co lombia llda. 12.580 1,416 15.764 0.5% 1.5% 0.1% 

GrECH Col11Juter System; Sdn Bhd 33 0.0% 0.0% 0.0% 

GrECH Comm icacio ncs Colombia lJda . 1,146 (10) 558 0.0% 0.0% 0.0% 

GrECH Corporation (Utah) 0.0% 0.0% 0.0% 

GrECH Cote O'Ivoire 2 0.0% 0.0% 0.0% 

GfEO-l C:7.ec h Re public u...c 4,875 738 5,426 0.2% 0.8% 0.0% 

GrECH Czech Services S.r.o. 36 3 59 0.0% 0.0% 0.0% 

GrECH Espana Corporation 0.0% 0.0% 0.0% 

GrECH Europe 42 1 0.0% 0.0% 0.0% 

GrECH Far Eas t Pte Ud 3.905 953 3.589 0.2% 1.0% 0.0% 
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LoUomatica GroupS .p.A 

Sununary Schewle of Essential Data of Consolidated Compmies p.Irsuant to Article 
2429 of Italian Chi! Code 

Thousands of euros Pcrcentase 
Name R evenue r:!!::llm;;mne Ai.lli< R!::~n!l !:: ~!illinson!!l: Ai.lli< 

GrECH Foreign Ho ldings Corporation 30,997 1.6 14 5 1.330 1.3% 1.7% 0.4% 

GrECH France SA RL 68 1 49 5 11 0,0% 0.1% 0.0% 

GrECH Cennan Holdings Corporation Qrbh 129,500 0.0% 0,0% 1.0% 

GrECH Global Lottery S.LU. 7,1 11 62 1 2,508 0.3% 0.6% 0,0% 

GrECH Global Services Corporation umited 233,425 34.275 491 .996 9.6% 35.7% 3.7% 

GTECHGrrbH 2,065 107 2,722 0.1 % 0. 1% 0,0% 

GrECH Holdings Corporat ion 2.683, 167 0.0% 0.0% 20.4% 

GrECH Ireland Operations limited 12,594- 4,70<1- 6.3 13 0.5% 4.9% 0,0% 

GrECH Lnnkn (Private) Limited (64) 1.093 0.0% -0. 1% 0.0% 

GrECH Latin Arrerica Corporation 10,631 4,746 4,149 0.4% 4.9% 0.0% 

GrECH Management P.1. Corporation 93 0,0% 0.0% 0,0% 

GrECH Mexico S.A. de c.y. ( 1&4) 2,868 0.0% -0.2% 0.0% 

GrECH Northern Europe Corporation 1,830 124 1.752 0,1% 0,1% 0,0% 

GrECH Polska Sp. zO.o . 44,2 19 8,518 31,697 1.8% 8.9% 0.2% 

(ITEC:H Printing Corporation 10.813 (7,604) 37.2 10 0.4% -7.90/0 0.3% 

GrECH Rhode Island Corporation 47,325 22,102 900,882 2.0% 23,0% 6,9% 

GrECH Slovakia Corporation 5,958 235 588 0.2% 0.2% 0,0% 

GrECH Southern Africa (Propictary) Limited 125 1.026 0.0% 0. 1% 0.0% 

GrECH Sports Betting Solu tions urnited 369 62,449 0.0% 0.4% 0.5% 

GrECH Sweden AS 1,561 145 476 0,1% 0,2% 0,0% 

GrECH U.K. Limited 14,298 \ ,008 3,078 0,6% 1.1 % 0,0% 

GrECH Ukraine 240 359 86 0,0% 0.4% 0,0% 
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Lottomaticil Grl)lIJl S .p.A 

S urnma.-y Schedule ofFssential Data of Consolidated ComJUllies IDrsuant to Article 
2429 or Italian Chi l Code 

Thousands of euros Percentage 
Name Re»,""e Nel lncome t..w.>. BS:l!:;DlIi: rs:s:lID~Ornl' t..w.>. 

GrECH WaterPlace ParkCo"1'ony,ll.C 0.0% 0.0% 0.0% 

GfE'O-l West Africa LDticry Linited 16 (420) 2.990 0.0% -0.4% 0.0% 

GrECH Wes t Greenwich Tech nology Associates GP. LLC 1.016 0.0% 0.0% 0.0% 

GrECH Worldwide Serv ices Corporat ion 798 (200) 0.0% -0.2% 0.0% 

Innoka Oy 12 379 0.0% 0.0% 0.0% 

Interactive Qnlrs International Limited 1.023 134 166 0.0% 0.1 % 0.0% 

International Po ker Network lld. 994 595 1.176 0.0% 0.6% 0.0% 

Invest Garres S.A. 871 2.689.459 0.0% 0.9% 20.5% 

J51 U d. 4 2 338 0.0% 0.0% 0.0% 

Label S.r.l. 7.918 (2.818) 26.617 0.3% -2.9% 0.2% 

Leeward Islands Lemery Holding CofTl>uny , Inc. 1.767 (948) 19.080 0. 1% -1.0% 0. 1% 

Us Finanziaria S.p.A. 2 1,838 2.972 137.524 0.9% 3. 1% 1.0% 

Lottery Eq uiprrent Col11>any 323 0.0% 0.0% 0.0% 

Lotto matica Bingo S.r.I . 24 1.689 0.0% 0.0% 0.0% 

lotlo matica Inte rn ational Hungary 50,845 860.047 0.0% 53.0% 6.5% 

Lottomatica Intern ational S.d. 23.673 620.37 1 0.0% 24.7% 4.7% 

Lollomalica Italia Servizi S.p.A. 49.452 10,56 1 282.590 2.00k 11.0% 2. 1% 

Lottomatica Scornrresse S.d. 195.838 9.222 224.949 8. 1% 9.6% 1.7% 

Lottomatica Sistemi S.p.A. 22.244 (1.520) 37.291 0.90/0 -1.6% 0.3% 

Lotto rrntica Videolot Rete S.p.A. 160.690 15.648 334.557 6.6% 16.3% 2.5% 

Loxley GrECH Techno logy Co., Ud. (5 15) 19,TI8 0.0% -0.5% 0.2% 

LS A lpha S.r.1. 7,TIO ( 1.128) 10,253 0.3% - 1.2% 0. 1% 
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Name 

M IS International France SAS 

On-Une lottery Ucc nsc and Lease B.V. 

Online Trans action Tech nolog ies SARLa Assode Unique 

Oy GrECH Finland Ab 

PCC Gioch i e Servizi S.p.A. 

Prodigal Lottery Services, N.V. 

Retail Disp lay and Service Handlers. LLC 

SB Ind us tria e Comercio Uda. 

SED Mu ltitcl S.r.I. 

Siam GrECH Company Umited 

Spielo Manufacturing ULC 

Spielo USA Incorporated 

Springboard Techno logies Private urnitcd 

St. Enodoc Ho ldings Limited 

St . Kju s and Nev is LDuery CoIl1'any, limited 

St. Min ver (UK) limited 

St. Min ver Limited 

Technology Risk Managcrrcnt Services. Inc. 

Toto Carovigno S.p.A. 

Totobil Info nnatica Software ESis le mi S.p.A. 

Trnnco ln veslrren t Limited 

TIS S.r.I. 
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Thousands or curos Percenlage 
Bew"!!e Nellncom e Anm. B!::!$DJU; NellD~ome Anm. 

0.0% 0.0% 0.0% 

1561 185 786 0 .1% 0.2% 0.0% 

9,579 956 6.533 0.4% 1.0% 0.0% 

7.825 996 3.248 0.3% 1.0% 0.0% 

10,455 989 27.859 0.4% 1.0% 0.2% 

699 (93) 344 0.0% -0. 1% 0.0% 

34 34 86 0.0% 0.0% 0.0% 

286 1,450 0.0% 0.3% 0.0% 

39,349 5.687 32.401 1.6% 5.9% 0.2% 

299 26 126 0.0% 0.0% 0.0% 

50.469 (27.187) 182,413 2.1% -28.3% 1.4% 

7,100 (4 ,47:';) 2,330 0.3% 4.7% 0.0% 

1.330 103 285 0.1 % 0. 1% 0.0% 

3,564 0.0% 0.0% 0.0% 

557 ( 124) 273 0.0% -0.1 % 0.0% 

1.885 120 188 0. 1% 0. 1% 0.0% 

19,512 1,526 10,675 0.8% 1.6% 0.1 % 

258 4.037 0.0% 0.3% 0.0% 

23. 137 1.498 35. 165 1.0% 1.6% 0.3% 

34.899 4.943 11 3.958 1.4% 5.2% 0.9% 

0.0% 0.0% 0.0% 

3. 136 ( 114) 1,017 0.1 % -0. 1% 0.0% 
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Name 

Tulipano S.r.I. 

T urks and Caicos Lottery ColTf'any LJ d. 

lITE Logis ta - GrECH 

WebDollar AS 

West Greenwich Technology Associates , L P. 
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Swrunary Schedule of&sential Data of Consolilbted Companies pursuant to Article 
2429 of Italian Chil Code 

Thousands o f curo s Perccn tu,!:!c 

Rewoue ISs::IIm:2Dli' A>ill> Bs::wUIIS:: Ne t loclNJle A>ill> 
200 6 355 0.0% 0.0% 0.0% 

1.606 1,585 0. 1% 1.7% 0.0% 

(644) 1,362 0.0% -0.7% 0.0% 

1,569 1,234 16,423 0. 1% 1.3% 0 .1% 

(265) 2,899 0.0% -0.3% 0.0% 
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EXHIBIT 3C·ter 
Certification of the consolidated annual financial statements, pursuant to Article 8l-ter of 

the CONSOB Regulations no. 11971 of May 14, 1999 with any following amendments 

1. The undersigned, Marco SaJa, Managing Director and Chief Executive Officer, and Stefano Bartoli, 
Chief Financ iaJ Officer and Manager in charge of preparing corporate reports and financial documents 
of Lottomatica Group S.p.A., also taking into account Article I 54-bis. Section 3 and 4 of the 
Legislative Decree no. 58 of February 24, 1998. certify: 

• the adequacy - with respect to the characteristic of Lotlomalica, and; 
• the effective application, 

of the administrati ve and accounting procedures relating to the preparation of the consolidated annual 
financial statements throughout the year ended December 3 1, 2009. 

2. With reference to the above, no materia l issues were identi fied. 

3. It is further certified thal: 

3. 1 The consolidated annual financial statements: 

a. are prepared in accordance to the applkable international financial reporting standards 
admitted by the European Community pursuant to European Regulation (CE) no. 
160612002 of July 19,2002, of the European Parliament and Council ; 

b. correspond to the accounting books and entries; and 
c. are suitable to offer truthful and accurate representations of the assets, financial position 

and result of operations of Lottomatica and of the Group consolidated entities. 

3.2 The Operating and Financ ial Review contains a reliable analysis of the ongoing business and results. as 
well as of the status of Lottomatica and of the Group consolidated entities. jointly with a description of 
the main risks and uncettainties to which they are exposed. 

Date' April __ . 2010 

Managing Director and CEO 

Marco Sala 
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CFO and Manager in charge of preparing 
corporate reports and financial documents 

Stefano Bortoli 
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List or Lottomatica Grou~ S'I2.A. Subsidiaries and Affilia tes 

Name Jurisdiclion Share CaRital· 
Ownershil! 

Shareholder 
% 

Consorzio Lotterie Italy 16.000 63 Lottomatica Group 
Nazionali 
Lottomatica Italia Italy 2.582 100 Lottomatica Group 
Servizi S.p.A. 
Lottomatica Italy 20.000 100 Lottomatica Group 
Scommesse S.r.1. 
Lottomatica Videolot Italy 3.226 100 Lottomatica Group 
Rete S.p.A. (1) 

SED Multitel S.r.I. Italy 800 100 Lottomatica Group 

Lottomatica Sistemi Italy 5.165 100 Lottomatica Group 
S.p.A. ( tt) 

Lottomarica Italy 100 100 Lottomatica Group 
International S.r.l . (II) 
Atronic Americas Nevada, USA 13.3 100 Lottomatica Group 
LLC (2) 

Atronic Australien Germany 1. 120 100 Lottomatica Group 
GmbH (2) 

GTECH German Germany 25 100 Lottomatica Group 
Holdings Corporation 
GmbH (2) 

Spielo USA . Delaware, USA 75 100 Lottomatica Group 
Incorporated (2) 

Spielo Manufacturing Nova Scotia. 278,498 100 Lottomatica Group 
ULC (2) Canada 
Banea ITB S.p.A. I(aly 25,120 13.33 Lottomatica Group 
(gia IT Bank 
S,p,A,)**** 
Neurosoft S.A.**** UK 2. 100 5 Lottomatica Group 

Totobit Informatica Italy 3.043 100 Lottomatica ltalia Servizi 
Software e Sistemi 
S.P.A. 
CanaLiS IMEL Italy 10.000 85 Lottomatica Italia Servizi 
S.p.A. 
Toto Carovigno Italy 500 100 Lottomatica Scommesse 
S.p.A. 
Lottomatica Bingo Italy 50 100 Lottomatica Sconunesse 
S.r.I . 
L.S. Alpha S.r.I . Italy 118 95 Lottomatica Scommesse 

LABET S.r.I. (3) Italy 100 100 Lottomatica Scommesse 
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List of Lottomatica Groul! S.l!.A. Subsidiaries and Affiliates 

Name luri.'idiclion Share Cal!ila '* 
Ownershil! 

Shareholder 
% 

Ednn Ltd. UK 19 100 Lottomatica Scommesse 

Tulipano S.r.l . (4) Italy 20 100 Lottomatica Videolot Rete 

Europa Gestione Italy 50 100 Lottomatica Videolot Rete 
S.r.1. (5) 

Empoli G iochi S.r.I. Italy 100 100 Lottomatica Videolot Rete 
(6) *** 
PCC Giochi e Servizi Italy 21,000 100 Lottomatica Sistemi 
S.p.A. (I I > 

LIS Finanziaria Italy 1,000 100 Totohit Informatica 
S,p,A, 
ITS S,d, Italy 100 100 Totabit Informatica 

Easy Nolo Italy 1,900 10 Totobit Informatica 
S.p.A.*·*· 
Atronic Nevada. LLC Nevada, USA 10 100 Atronic A mericas. LLC 
t2) 
Atronic Australia Ply Australia 2,000 100 Atronic A ustralien GmbH 
Ltd. (2) 

Atronic International Oennaoy 302 100 GTECH German Holdings 
GmbH (2) Corporation GmbH 
Atronic Austria Austria 300 100 Atronic International GmbH 
Holding AG t7J 
0&0 Electronic & Germany 26 50 Atronic International GmbH 
Software GmbH (2) 

Atronic Argentina Argentina 30 80 Atronic International GmbH 
S.r.I. 
Atronic Peru S.A. (2) Peru ** 98 Atronic International GmbH 

Atronic Systems 8.V. Netherland 18 100 Atronic International GmbH 
t2) 

Atronic Russia 0.0.0. Russia 3,018,20 50 Atronic Austria Holding AG 
(2) 

Atronic Austria Austria 300 100 Atronic A ustria Holding AG 
GmbH (2) 

Atronic Asia Limited China 10 100 Atronie A ustria Holding AG 
t2) 
MIS International France 40 100 Atronic Systems 8.V. 
France SAS (2) 
Atronic Systems Monaco 150 98 Atronic Systems B.V. 
SAM, (2) 
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l...i.,t or LoUomatica Grou(! S.(!.A. Subsidiaries and Affiliates 

Namt ,(urisdiclion Share Ca(!ilal· Ownershi(! 
Shareholder 

% 

Atronic Systems Inc. Nevada. USA ,. 100 Atronic Systems B. V. 
(2) 

Atronic Systems Austria 36.4 100 Atronic Systems B.V. 
GmbH (2) 

Grips RSA (7) South Africa ,. 100 Atronic Systems GmbH 

Consorzio Italy 100 90 Lottomatica Group (85%); Totobit 
Lottomatica Giochi Informatica (5%) 
SPOrtivi (8) 

Invest Games S.A. (9) Lussemburgo 3 1,000 100 Lottomatica Group (65.27%); 
Lottomatica International Hungary 
(34.73%) 

Lottomatica Hungary 1,250 100 Lottomatica International (80%); 
International Lottomatica Group (20%) 
Hungary Korlatolt 
Felelossegii Tarsasag 
(KIT) (11) 

GTECH Holdings Delaware, USA 2,755,88 1.481 100 Invest Games S.A. 
Corporation (10) 

GTECH Corporation Delaware, USA ** )00 GTECH Holdings Corporation 

Aitken Spence 
GTECH Global Services GTECH (priva(e) Sri Lanka 33,660 50 
Corporation Limited 

Limited 
Anguilla LOLtery and 

Leeward Islands Lottery Holding 
Gaming Company, Anguilla 10 100 
Ltd . 

Company. Inc. 

Antigua Lottery 
Antigua " 100 

Leeward Islands Lottery Hold ing 
Company, Ltd. Companv, Inc. 
Beijing GTECH 
Computer 

China (PRC) 150 100 
GTECH Foreign Holdings 

Technology Corporation 
Company Ltd. 

BillBird S.A. Poland 4,490.368 100 
GTECH Global Services 
Corporation Limited 

Boss Casinos N.V. Curacao 67 100 Boss Medi a AB 

Boss Media AB Sweden 1, 141.3 100 GEMed AB 

Boss Media Antigua Antigua & 
77 100 Boss Media AB Ltd. Barbuda 

Boss Holdi ngs Ltd. Malta 15 99.99 Boss Media AB 
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Li'it of Lottomatica Groul:! S'I!.A. Subsidiaries and Atrtliates 

Name lurisdiction Share CaRila]. Ownershil! 
Shareholder 

% 

Boss Media 
Sweden 100 100 Boss Media AB 

lnvestments AS 
Boss Media Malta 

Malta 80 99.99 Boss Holdings Ltd. 
Casino Ltd. 
Boss Media Malta 

Malta 40 99.99 Boss Holdings Ltd. 
Poker Ltd. 
CLS-GTECH 

Australia •• 100 Traneo In vestment Limited 
Australia Pty Ltd. (12) 
CLS-GTECH British Virgin 

30,000 50 
GTECH Global Services 

Company Limited ( 12) Islands Corporation Limited 
CLS-GTECH 
Technology (Beijing) China (PRC) 2,700 100 CLS-GTECH Company Limited 
Co., Ltd. ( 12) 

Cam Galaxy Group 
United Kingdom 100 100 GTECH Corporation 

Ltd. 
Caribbean Lottery U.s . Virgin •• 100 

Leeward Islands Lottery Holding 
Services, Inc. Islands Company, Inc . 
Curacao Lottery Netherlands 

200 100 
Leeward Islands Lottery Holding 

Company, N.V. Antilles Company, Inc . 

DataTrans Sp. Z 0.0. Poland 50 100 
GrECH Corporation (RO%); 
GTECH Polska Sp. Z 0.0. (20%) 

Data Transfer 
Delaware. USA ** 100 GTECH Corporation 

Systems. Inc. 

Dreamport, Inc. Delaware. USA ** 100 GTECH Corporation 

Dreamport do Brasil 
Dreamport.lnc. (99.75%); 

Brazil 3,434. 133 100 GTECH Foreign Holdings 
Ltda. Corporation (0.25%) 

Dreamport Suffolk 
Delaware, USA •• 100 GTECH Corporation 

Corporation 
Dynamite Design & 

United Kingdom *. 100 Boss Media AB 
Marketing Limited 
East Luck British Virgin 
Investments Limited •• 100 CLS-GTECH Company Limited 
(12) 

Islands 

Europrint (Games) 
United Kingdom 20 100 Europrint Holdings Ltd. 

Ltd. 
Europrint Holdings 

United Kingdom 90.908 100 
Cam Galaxy Group (40%); 

Ltd. JSJ Ltd. (60%) 
Europrint Promotions 

United Kingdom •• 100 Europri nt Ho ldings Ltd. 
Ltd. 

Finsoft Limited United Kingdom 1.172 100 
GTECH Sports Betting Solutions 
Limited 
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List of Lottomatica Gl"Oul! S.I!.A. Subsidiaries and Affiliates 

Name Jurisdiclion Share Cal!ital '" 
Ownershil! 

Shareholder 
% 

GEMed AB (20) Sweden 100 87.45 
GTECH Global Services 
Corporation Limited 

GTECH Asia Delaware, USA -- 100 GTECH Corporation 
Corporation 
OTECH Australasia 

Delaware. USA 
_. 

100 GTECH Corporation 
Corporation 
GTECH A vrasya 

On ~Line Lottery License and Lease 
Teknik Hizmetler Ve Turkey 280 99.6 
Musavirlik A.S. (17) 

B.V. 

GTECH Corporation (99.75%); 
GTECH Brasil Ltda. Brazil 96,582.428 100 GTECH Fore ign Holdings 

Corporation (0.25%) 
OTECH Global Services 
Corporation Limited (99.998%); 

GTECH Colombia 
Colombia 6,884,500 100 

GTECH Comunicaciones Colombia 
Ltda. Ltda. (.007%); 

Alvaro Gomez Munoz (.007% ) 
(Nominee share) 

GTECH 
GTECH Foreign Holdings 

Cornunicaciones Colombia 10,000 100 
Corporation (99.99%); 

Colombia Ltda. 
Alvaro Rivas (.01 %) (Nominee 
share) 

GTECH CompUler 
Malaysia -- 100 GTECH Corporation 

Systems Sdn Bhd 

GTECH Corporation Utah, USA -- 100 GTECH Corporation 

GTECH Cote d'Ivoire Ivory Coast 1,000 100 
GTECH Foreign Holdings 
Corporation 
GTECH Global Services 

GTECHCzech 
Czech Republic 1,000 100 

Corpomtion Limited (98%); 
Services S.LO. GTECH Ireland Operations Li roited 

(2%) 
GTECHCzech 

Delaware, USA 100 25 GTECH Corporation (25%) 
Republic, LLC (IS) 
GTECH Espana 

Delaware, USA 
_. 

100 GTECH Corporation 
Corporation 

GTECH Corporation (99.9%); 
GTECH Europe Belgium 1,250 100 GTECH Foreign Holdings 

Corporation (.1 %) 
GreCH Far East Pte 

Singapore 25 100 
GTECH Global Services 

Ltd Corporation Limited 
GTECH Foreign 

Delaware, USA 
_. 

100 GTECH Corporation 
Holdings Corporation 
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Name Jurisdiction Share CUl!:ital $ Ownershil! 
Shareholder 

% 

GTECH France France 50 100 
GTECH Foreign Holdings 

SARL Corporation 

GTECHGmbH Germany 500 100 
aTECH Global Services 
Corporation Limited 

GTECH Global 
Spain 1,346 100 

OTECH Global Services 
Lottery S.L.U. (16) Corporation Limited 
GTECH Global 
Services Corporation Cyprus 458,88 1.574 100 GTECH Corporation 
Limited (14) 

GTECH Ireland 
Ireland 100 100 

GTECH Global Services 
Operations Limited Corooralion Limited 

GTECH Lanka 
GTECH Global Services 

Sri Lanka 1,000,000 100 Corporation Limited (99.9%); 
(Private) Ltd. GTECH Corporation (.l %) 
GTECH Latin Delaware, USA -- 100 GTECH Corporation 
America Corporation 
GTECH Management 

Delaware, USA -- 100 GTECH Corporation 
P.1. Corporation 

GTECH Corporation 
(99656696%); 

GTECH Mexico S.A. 
Mexico 50,000 100 

GTECH Foreign Holdings 
de C.v Corporation (0.343297%); 

GTECH Latin America Corporation 
. CO. 000007 % ) 

GTECH Northern 
Delaware, USA -- 100 GTECH Corporation 

Europe Corporation 
GTECH Polska Sp.z 

Poland 47,445 100 
GTECH Global Services 

0.0. Corporation Limited 
GTECH Printing Delaware, USA -- 100 GTECH Corporation 
Corporation 
GTECH Rhode Rhode Island, -- 100 GTECH Corporation 
Island Corporation USA 
GTECH Slovakia 

Delaware. USA ** 100 GTECH Corporation 
Corporation 
GTECH Southern 

South Africa -- 100 GTECH Corporation 
Africa (Pty) Ltd . 
GTECH Sports GTECH Global Services 
Betting Solutions United Kingdom -- 100 
Limited 

Corporation Limited 

GTECH Sweden AB Sweden .- 100 
GTECH Global Services 
Corporation 

GTECHU.K. 
United Kingdom 200 100 GTECH Corporation 

Limited 
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List of Louomatica Groul! S.I!.A. Subsidiaries and Affiliates 

Nan)C luri~iclion Share Ca(!ital· 
Ownershi(!: 

Shareholder 
% 

GTECH Asia Corporation (99%); 
GTECH Ukraine Ukraine 19,066.264 100 GTECH Management P.I . 

Corporation (1 %) 
GTECH WaterPlace 

Delaware, USA .* 100 OTECH Corporation 
Park Company, LLC 

GTECH Global Services 
GTECH West Africa 

Nigeria 10,000 100 
Corporation Limited (75%); 

Lottery Limited GTECH Ireland Operations Limited 
(25%) 

GTECH West 
Greenwich 

Delaware, USA ** 100 GTECH Corporation 
Technology 
Associates OP, LLC 
GTECH Worldwide 

Delaware. USA ** 100 GTECH Corporation Services Corporation 

, lnnoka Oy Finland 20 81 
OTECH Global Services 
Corporation Limited 

Interactive Games 
United Kingdom ** 100 Europrint Holdings Ltd. 

International Ltd. 
International Poker 

Malta 40 99.99 Boss Holdings Ltd. Network Ltd . 

lSI Lid. United Kingdom 690 100 GTECH Corporation 

Leeward Islands 
GTECH Global Services Lottery Holding S1. Kitts & Nevis 13,600.637 100 
Corporation Limited Company, Inc . 
GTECH Asia Corporation 

Lottery Equipment 
Ukraine 87,747.8 100 

(99.994%); 
Company GTECH Management P.l . 

Co"",m.ion (.006%) 

Loxley GTECH GTECH Global Services 
Technology Co .• Ltd . Thailand 100,000 49 Corporation Limited (39%); 
(12) GTECH Corporation (10%) 
On-Line Lottery 
License and Lease Netherlands 90 100 GTECH Corporation 
B.V. 
Onl ine Transaction 

GTECH Foreign Holdings 
Technologies SARL Morocco 500 100 
a Associe Uniaue (15) 

Corporation 

Oy GTECH Finland 
Finland 8 100 GTECH Corporation Ab 

Prodigal Lottery Netherlands 
10 100 

Leeward Islands Lottery Holding 
Services. N.V. Antilles Company, Inc. 
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List of Lottomatica Groul! S'I!.A. Subsidiaries and Affiliates 

Na me .Iurisdiction Share Cal!ilal· 
Ownershil! 

S ha reholder 
% 

Retail Display and 
Service Handlers, Delaware. USA .. 100 GTECH Corporation 
LLC 

SB Industria e 
aTECH Corporation (99.99%); 

Comercio Ltda. 
Brazil 4 ,138.646 100 GTECH Foreign Holdings 

Corporalion (0 .0 1%) 
Siam GTECH 

Thailand 2,000 99.97 GTECH Corporation 
Company Limited 
Springboard 

GTECH Global Services 
Technologies Private lndia •• 90 
Li mited 

Corporation Li mited 

St. Enodoc Holdings 
Gibrahar 15.701 90 

GTECH Global Services 
Limited Corporation Limited 

51. Ende llion Limited Gibraltar 2 30 
GTECH Global Services 

(13) Corporation Limited 
$1. Kitts and Nevis 

Leeward Islands Lottery Holding Lottery Company, Sl. Kitts & Nevis .. 100 
Ltd. 

Company. Inc. 

St. Min ver Limited Gibraltar .. 100 St. Enodoc Ho ldings Limited 

Sl. Minver (UK) 
United Kingdom .. 100 St. Enodoc Ho ldings Limited 

Li mited 
Taiwan Sport Lottery 

Republ ic of China 500,000 24.5 
GTECH Global Services 

Corporation ( 13) Corporation L imited 
Technology Risk 
Management Delaware, USA •• 100 GT ECH Corporation 
Services, Inc. 
Tranco In vestment 

Hong Kong •• 100 East Luck 10 vestments Limited 
Limited (12) 

Turks and Caicos 
Leeward Islands Lottery Holding 

Lottery Company Turks & Caicos 50 100 
Ltd. 

Company, Inc. 

UTE Logista-
Spa in 2,000 50 GTEC H Globa l LOlle ry SL U. 

GTECH (19) 

WebDoll ar AB Sweden 100 100 Boss Media A B 

West Greenwich 
GTECH Corpo ration (50%); 

Technology 
Rhode Island. •• 100 

GTECH West Greenwich 

Associates, L.P. 
USA Technology Associates GP. LLC 

(50%) 
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NOTES 
Unless otherwise noted. the consolidation method for all subsidiaries listed above is on a line-by-Iine basis. 

• 
•• ... 
**** 

(I ) 

(2) 

(3) 
(4) 

(5) 

(6) 

(7) 
(8) 
(9) 

(10) 
(II) 

( 12) 
(13) 
(14) 

( 15) 

( 16) 

(17) 

(18) 

( 19) 

(20) 

All Share Capital amounts are Sialed in local currency amou nts and in thousands . 
Share Capital is less than € I ,000 . 
Companies nOI consolidated and carried at cost. 
Companies not consolidated. 

On December II, 1009, Lottomatica Videolot Gestio ne S.p.A. , Topolino Service S .r.I. and Royal Gold S.r.I . 
were merged inlo the parent company, Lottomatica Videolot Rete S.p.A. 
On July 1,2009, Lottomatica Group S.p.A. acquired from GTECH 100% of Atronic Americas. LLC and its 
subsidiary, GTECH German Holding Corporation GmbH and its subsidiaries, Atronic Australien GmbH and 
its subsidiary, Spiclo USA Incorporated and Spiclo Manufacturing ULC. 
On June 25 , 2009, Lottomatica Scommesse S.r.l . acquired 100% ofLABET S.r.l.'s interest participation. 
On June 12, 2009, Lonomatica Videolot Rete S.p.A. acquired 100% ofTulipano S.d.'s interest participation 
from Euromatic S.r.l. 
On June 4, 2009, Lonomatica Videolot Rete S.p.A. acquired 100% of Europa Gestione S.r.l.'s interest 
participation fro m Eurobet. 
On December 29,2009, Lonomatica Videolot Rete S.p.A. acquired 100% of Empoli Giochi S.LI. 's interest 
panicipation from Novamatic Group S.d. 
On May 20, 2009, Grips Management GmbH was merged into Atronic Systems GmbH. 
In liquidation. 
As of September 16,2009, Invest Games S.A. is owned by Lottomatica Group S.p.A. (65.27%) and 
Lottomatica International Hungary Kft (34 .73%). 
As of September 16,2009, GTECH Holdings Corporation is 100% owned by Invest Games S.A. 
Effective January 1,2010, after the close of 2009, Lottomatica Siste mi S.p.A. and Lottomatica International 
S.r.I. were merged into Louomatica Group S.p.A. As a resull of such merger, Loltomatica Group S.p.A. is 
the sole shareholder of both PCC Giochi e Servizi S.p.A. and Lottomatica International Hungary Korltitofr 
FeJelossegii Tarsasag (KFT). 
The Consolidation method is proportionate consolidation. 
Accounted for by the equity method of accounting. 
On July 5, 2009, GTECH Global Services Corporatio n Limited increased its share capital to 
US$458,88 1,574. 
Under decision of the sole shareholder dated October 9,2009, the share capital of Online Transaction 
Technologies SARL was reduced to DH500,OOO. 
Under decision of the sole shareholder dated October 9, 2009, the share capital of GTECH Global Lonery, 
S.L. was increased to €I ,346,OOO. 
On December 18, 2009, GTECH Avrasya Teknik Hismeller Ve Musavirlik amended its Articles of 
Association 10 adapt its share capital to the new Turkish mo netary system. 
On January 13, 2010, after the close of 2009, GTECH Corporation acquired an additional 12,000 units of 
GTECH Czech Republic, LLC from Sazka, a.s., thereby increasi ng its percentage of ownership to 37%. 
The Compania de Distribuci6n Integral Loglsla S.A.U. and GTECH Global Lonery S.L.V .• Vnion Temporal 
de Empresas, Law 1811982 of261t1 May, Number I ("UTE Logista~GTECH'') is a Temporary Union o f 
Entities formed under Spanish Jaw. It was formed for the purposes of carryi ng OUI the obligations unde the 
Agreement with National Organisation for the Blind in Spain (ONCE) dated October 19, 2009. 
On April 12. 2010. after the close o f 2009, GTECH Global Services Corporation Limited purchased the 
remaining 12.546% in GEMed AB from Medstroms Invest AB. increasing its percentage of ownership 10 
100%. 
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LOTTOMATICA GROUP 

Lottomatica S.p.A. is one of the leading gaming operators in tbe world based on total wagers and, through 
its subsidiary GTECH Corporation, is a leading provider of lottery and gaming technology solutions 
worldwide. It is the goal of Lottomatica Group to be tbe leading commercial operator and provider of 
technology in the regulated worldwide gaming markets, by delivering market leading products and 
services, with a steadfast commitment to the highest levels of integrity, responsibility and growth. 
Lottomatica is listed on the Stock Exchange of Milan under the trading symbol "LTO" and has a 
Sponsored Level I American Depository Receipt (ADR) program listed on the United States over the 
counter market under the trading symbol "L1TQY", 

In this report, the term tfLottomatica" refers to Lottomatica S.p.A., the parent entity, and its subsidiaries 
excluding GTECH; the term "GTECH" refers to GTECH Corporation and its subsidiaries; and the terms 
"the Group", "we", "our" and "us" refer to Lottomatica and all subsidiaries included in this report. 

As further described in the Business Overview section of thi s report, the Group operates in the publ icly 
regulated gaming market consisting of online, instant and traditional lotteries, sports pools, fixed-odds 
and pari-mutuel betting, machine gaming and interactive gaming. 

Lottomatica, the principalltalian operating entity of the Group, has built an extensive distribution 
network in Italy, with approximately 226,700 terminals in about 97,200 points of sale (including 
approximately 30,000 points of sale where Lottomatica provides processing services for third parties), 
comprised of tobacconists, bars, petrol stations, newspaper stands and motorway restaurants. Since 1993, 
Lottomatica has been the sole concessionaire for the Italian Lotto game. Since 2004, Lottomatica has 
operated instant and traditional lottery games, which in recent years has been a high growth area. In 
2006, Lottomatica received authorization to distribute online instant lottery games. In 2007, Lottomatica 
began operating fixed odds sports betting and sports pools through a retail network of 1, 144 points of sale 
and 504 point\; of sale, respectively. Prior to this license, Lottomatica had operated only sports pools with 
a concession that began in 2003 and expired in December 2007. Lottomatica is also acquiring further 
points of sale in order to develop the Italian sports betting/interactive market, and as of December 31, 
2008, 1,700 points of sale were acquired. 

GTECH is the world's leading operator of highly-secure online lottery transaction processing systems, 
doing business in more than 50 countries worldwide. GTECH designs, sells and operates a complete 
suite of lottery-enabled point-of-sale terminals that are electronically linked with a centralized transaction 
processing system that reconciles lottery funds between the retailer, where a transaction is enabled, and 
the lottery authority. GTECH currently operates, provides online equipment and services to, or has been 
awarded andlor has entered into, contracts to operate or provide equipment and services in the future to, 
26 of the 43 lottery authorities in the United States, and 55 non-U.S. lottery authorities. GTECH's New 
Media and Sports Betting division provides technology, games and a full suite of e-commerce services to 
government sponsored lottery markets and regulated commercia l sports betting and Internet gaming 
markets. 

The Group operates in the gaming machine market segment through Lottomatica's Italian subsidiary 
Lottomatica Videolot Rete S.p.A. (formerly known as RTI Videolot), its Canadian subsidiary Spielo 
Manufacturing, ULC, a leading provider of video lottery terminals and related products and services to 
the global gaming industry. and its Atronic group of companies ("Atronic"). Lottomatica Video lot Rete 
operates on its networks approximately 49,000 amusement with prize machines. GTECH completed its 
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acquisition of a 50% controlling equity interest in Atronic in January 2008, and of the remaining 50% 
interest in Atronic in May 2008. Atronic, a leading video gaming machine provider in Europe, Russia 
and Latin America, operates in the United States and is licensed in approximately 228 worldwide gaming 
jurisdictions. Additionally, the Group has leveraged its distribution and transaction processing 
competence to expand its activities beyond Lottery and a lso provides Commercial Services through its 
networks worldwide. 

The Group currently operates in the following segments: 

• its Lottery segment (traditional and instant) where the Group operates and provides a full range of 
services, technology and products to government sponsored online, instant and traditional lotteries; 

• its Gaming Solutions segment where the Group operates and provides solutions, products and sClVices 
relating to video lottery tenninals (VL Ts) and systems for VL Ts for the government sponsored market 
and video and traditional mechanical reel slot machines and systems for the commercial gaming 
markets; 

• its Sports Betting segment, where the Group operates and provides retail, internet, call center and 
mobile technology products and selVices. including fixed odds sports betting. pari-mutuel betting. live 
event betting, totalizator betting and sports pools; 

• its Interactive segment, where the Group provides digitally-distributed, multi-channel gaming 
entertainment products and services, including bingo, poker, casino games and quick games, and real
time transaction and infonnation management systems for the commercial sports-betting market; and 

• its Commercial SelVices segment, where the Group perfonns high-volume transaction processing of 
non-lottery commercial transactions such as prepaid cellular telephone recharges, bill payments, 
electronic tax payments, utility payments, and retail-based programs. 

The Group has operations in more than 50 countries worldwide on six continents and has 7,496 employees, 
comprised of the following personnel: 

COMPOSITION OF EMPLOYEES AS OF DECEMBER 31,2008 

Description 12131/2008 

Executives 

Middle Management 

All Other Pennanent Employees 

Employees with Temporary Employment Contracts 

TOTAL 

For additional infonnation on the Group, please go to its website at: 
www.gruppoiottomatica.itieng/aboutuslindex.htm. 

398 

933 

5,975 

190 

7,496 

2008 Average 

373.5 

906.6 

5,740.9 

209.3 

7,230.3 

Lottomatica complies with the self-regulatory code of March 2006 issued by the Italian Stock Exchange. 
The report on the compliance with the above-mentioned code is available at Lottomatica's headquarters and 
on its website (www.gruppolottomatica.iO. 
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OPERATING AND FINANCIAL REVIEW 

The following operating and fmancial review is provided as a supplement to, and should be read in 
conjunction with, the Group's financial statements and accompanying notes. 

As described earlier in this report, beginning in the second quarter ended June 30, 2008 after successfully 
completing acquisitions in the Interactive segment, the Group expanded into the following business 
segments: (i) Lottery; (ii) Gaming Solutions; (iii) Sports Betting; (iv) Interactive; and (v) Commercial 
Services. Prior period amounts have been reclassified to conform to the current year presentation. 

Despite unexpected negative changes in the worldwide economic environment, the Group achieved 
growth in revenues and EBITDA due to the resiliency oftbe business and an international portfolio which 
constitutes a natural hedge against fluctuations. Given the backdrop of the world recession, the Group's 
2008 performance was encouraging. Revenues were up 24%, net income rose by 30%, and earnings per 
share grew by 27%. 

Revenues from lotteries continued on a steady growth trend. Contributions from Gaming Solutions and 
Sports Betting experienced an exponential increase, doubling and tripling, respectively, largely due to 
new programs in Italy as well a.;; acquisitions by GTECH. 

Strategic investments were made during 2008 to broaden tbe Group's geographical footprint, expand 
product ofTerings, and enter new delivery channels and market segments to help ensure sustainable 
performance. As envisioned in tbe Group's three year plan, during 2008, investments of €500 million 
were made in a diversification strategy that is expected to be a major driver in sustaining performance 
going forward. 

Tbe Italian market has continued to develop and has become one of the most advanced gaming markets in 
the world. Having achieved leading positions in every channel, from traditional retail to the latest internet 
wagering options, Lottomatica has consolidated its role as the leading gaming operator in the Italian 
market, capturing 41 % of all wagers. 

Lotto and scratch tickets continued their solid performance in 2008. The gaming machine market grew 
dramatically to become a significant contributor. In addition, sports betting and on-line poker were 
launched and are experiencing widespread player acceptance, becoming significant contributors as well in 
2008. 

In sununary, l.<:lttomatica achieved revenue growth in all segments at an overall growth rate of 25%. 

In the traditional on-line lottery industry, GTECH maintained its market leadership position and 
experienced growth in same store revenue largely driven by international contracts. 

Having made a €20 million investment io 2008 in a state-of-the-art printing press and facility which is 
planned to come on-line in the second quarter 0[2009, GTECH is expected to become a leading provider 
of instant tickets, an industry segment that has not had significant competition for major contracts. Since 
entering the instant ticket printing business, GTECH bas tripled its revenues. 
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GTECH also established a leadership position in internet wagering, the fastest growing gaming market 
segment, by acquiring Finsoft, Boss Media and S1. MiDver, leading providers of sports· betting solutions, 
online bingo, poker, games and casino products and fully managed e-gaming services for a total 
investment of more than €260 million in thi s segment. 

In the Gaming Solutions segment, we recorded non-cash impairment and other cbarges of £18 million in 
2008, whicb has reduced operating income. While Spielo experienced substantial contract wins in 2008 
in the government-sponsored machine gaming sector, further enhancing its market leadership, the US 
casino market bas entered into a period of substantial contraction. Atronic America's operations, which 
were in the early stages of its entry into the US market, could not be sustained in the face ofsignificantiy 
diminishing demand. Accordingly, a decision was taken to curtail Atronic Americas' activities and fold 
them into Spielo's operations. 

On the lottery side, an international customer encountered a sustained period of political instability that 
has prevented the lottery system deployed there from launching. While we have not fully lost confidence 
that the lo ttery system may go live in the near future , we recorded a non-cash impairment charge of€27 
million in 2008, which has also reduced operating income. 

Presented below are the Group's key perfonnance indicators as of December 31 , 2008 and 2007. 

For the l:car ended 
December 31, Increase ~decreasel 

(thousands of euros) 2008 2007 € % 

Revenue 2,058,940 1,661,391 397,549 23.9 

EBITDA 755,876 701 ,528 54,348 7.7 

Optmiting income 339,995 394,923 (54,928) (13.9) 

EBIT 352,0 16 377,3 19 (25,303) (6.7) 

Net income 137,870 105,964 31,906 30. 1 

Diluted earnings per share € 0.62 € 0.49 € 0.1 3 26.5 
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CONSOLIDATED REVENUE 

A comparison of the Group's revenue concentration is as follows: 

(thousands of euros) 
By Segment 
Lottery 
Gaming Solutions 
Sports Betting 
Commercial Services 
Interactive 

Total revenue 

By Legal Entity 
Lottomatica 
GTECH 

Total revenue 

For the year ended 
December 31, Increase (decrease) 

2008 2007 € % 

1,550,105 
232,251 
144,726 
83,508 
48,350 

2,058,940 

1,022,634 
1,036,306 
2,058,940 

1,418,480 
101 ,41 5 
40,136 
96,897 

4,463 
1,661,391 

821,64 1 
839,750 

1,661,391 

131,625 
130,836 
104,590 
(13 ,389) 
43,887 

397,549 

200,993 
196,556 
397,549 

9.3 
129.0 

>200.0 
(13.8) 

>200.0 
23.9 

24.5 
23.4 
23.9 

Lottomatica's revenue is primarily derived from concessions awarded by the Italian government. Under 
these operating contracts, Lottomatica manages all oftbe activities along the lottery value chain including 
collecting wagers, paying out prizes, managing aU accounting and other back-office functions, running 
advertising and promotions, operating data transmission nenvorks and processing centers, training statT, 
providing retailers with assistance and supplying materials for the game. Revenues are typically based on 
a percentage of wagers. For the Lotto game this percentage of wagers decreases as the total wagers 
increase during an annual period. Therefore, higher revenue and operating profits for the Lotto game are 
expected in the first half of the year than in the second half of the year. 

GTECH's revenue is principally comprised of service revenue derived primarily from lottery service 
contracts, which are typically at least five to seven years in duration for the base contract term with one to 
five years of extension options. These contracts generally provide compensation to GTECH based upon a 
percentage of a lottery's gross online and instant ticket sales. These percentages vary depending on the 
size of the lottery and the scope of services provided to the lottery. GTECH's product sale revenue is 
derived primarily from the installation of new online lottery systems, installation of new software and 
sales of lottery terminals and equipment in connection with the expansion of existing lottery systems. 
GTECH's product sale revenue from period to period may not be comparable due to the size and timing 
of product sale transactions. 

GTECH has developed and continues to develop ncw lottery games, licenses new game brands and 
installs a range of new lottery distribution devices, all of which are designed to maintain a strong level of 
same store sales growth for its customers. 
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EBITDA AND EBIT 

EBITDA and EBIT are considered alternative performance measures that are not defined measures under 
International Fi nancial Reporting Standards ("lFRS") and may not take into account the recognition, 
measurement and presentation requirements associated with IFRS. We believe that EBITDA and EBIT 
assist in explaining trends in our operating performance, provide useful information about our ability to 
incur and service indebtedness and are commonly used measures of performance by securities analysts 
and investors in the gaming industry. EBITDA and EBIT should not be considered as alternatives to 
operating income as indicators of our performance or to cash flows as measures of our liquidity. As we 
define them, EBITDA and EBIT may not be comparable to other similarly titled measures used by other 
companies. 

EBlTDA and EBIT are computed as follows: 

For the xear ended 
December 31, Increase ~decrease~ 

(thousands of euros) 2008 2007 € % 

Operating income 339,995 394,923 (54,928) ( 13.9) 
Depreciation and amortization 3 11 ,556 273,3 19 38,237 14.0 
lmpainnent losses 100,778 8,526 92,252 >200.0 
Other 3,547 24,760 (21,213) (85.7) 

EBITDA 755,876 701,528 54,348 7.7 

Operating income 339,995 394,923 (54,928) (13.9) 
Equity income (loss) (1,825) 753 (2,578) >200.0 
Other income 6,193 18,705 (12,512) (66.9) 
Other expense (2,699) (3,357) (658) (19.6) 
Foreign exchange gain (loss), net 10,352 (33,705) 44,057 130.7 

EBIT 352,016 377,319 (25,303) (6.7) 

ACQUISITIONS 

AtrQnic 
On January 3 1, 2008, GTECH acquired a 50% controlling interest in the Atronic group of companies 
("Atronic'') owned by Paul and Michael Gause1mann (the "Gauselmanns") for €20 million, which was 
previously paid into escrow in October 2006. Atronic is a video gaming machine manufacturer and also 
develops video machine games and customized solutions for dynamic gaming operations. In May 2008, 
GTECH paid €32 million for the remaining 50% interest in Atronic. 
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Boss Media AB 
On February 1, 2008, GTECH and Medstroms AB, througb GEMed AB (a Swedish private limited 
liability company owned 87.454% and 12.546% by GTECH and Medstroms AB, respectively) announced 
a public cash offer to the shareholders of Boss Media AB ("80ss Media"). Boss Media is a leading 
developer of innovative software and systems for digitally-distributed gaming entertainment. The public 
cash offer resulted in GEMed acquiring approximately 94% of the outstanding shares of Boss Media. 
Pursuant to Swedish law, on March 10, 2008 GTECH and Medstroms AS commenced a process to 
compel the sale of the untcndered shares, which was completed on September 8, 2008 for a total cost of 
€9.7 million. 

From February 1,2008 through March 5, 2008, GEMed (through GTECH) purchased approximately 46.3 
million shares of Boss Media for approximately SEK 1.2 billion (€124.2 million) resulting in GTECH 
owning approximately 82% of Boss Media. On April 24, 2008, GEMed obtained control of Boss Media 
when the Board of Directors of Boss Media was reconstituted such that GEMed was able to utilize the 
voting rights attached to the shares acquired. 

St. Ellodoc Holdillgs Limited 
On April 30, 2008, GTECH acquired 90% of Gibraltar-based St. Enodoc Holdings Limited and its 
subsidiaries including S1. Minver Limited (collectively "St. Minver"), the leading provider of end-la-end 
white label gaming services. GTECH paid £23.8 million in cash (€30.4 million at the April 30, 2008 
exchange rate) for the 90% equity stake on a debt free basis and expects to pay an additional £9.2 million 
(€9.6 million at the December 3 1, 2008 exchange rate) based on the performance of the business in 2008 
and 2009. The remaining 10% interest in St. Minver will remain with Gary Shaw, Founder and 
Chairman, until at least 2012, at which point both Mr. Shaw and GTECH have the right to cause GTECH 
to acquire Mr. Shaw's shares. 

Toto Carovigno S.p.A. 
On August 29, 2008, Lottomatica acquired 100% of the shares of Toto Carovigno S.p.A., ("Toto 
Carovigno"), the owner of the Totosi sports-betting brand and the leading Italian online betting company 
concessionaire for sports and horse race betting, for a total cash purchase price of€35 .8 million. In 
addition, a refundable payment of€4.4 million has been paid into escrow. The final purchase price will 
be determined after the results of certain procedures perfonned on the acquiree's statement offmancial 
position as of the date of acquisition, which is currently underway. 

Royal Gold 
On December 5, 2008, Lottomatica acquired 100% of the shares of Royal Gold S.r.i., an Italian entity that 
owns and operates amusement with prize machines, for a purchase price of €2 1A million. 

II 
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COMPARISON OF 2008 WITH 2007 

Consolidated revenue for Z008 increased 23.9% over 2007. Lottomatica's revenue increased 24.5% and 
GTECH's revenue increased 23.4%. 

Lottomatica Revenue 
Consolidated revenue for the year ended December 31,2008 and 2007 includes the following amounts for 
Lottomatica: 

For the l:caf ended 
December 31, Increase ~ decrease) 

(thousands of euros) 2008 2007 € % 

Lotto 378,827 398, 122 ( 19,295) (4.8) 
Instant tickets 323,789 277,775 46,014 16.6 
Other 2,580 2,093 487 23.3 

Louery 705,196 677,990 27,206 4.0 

Sports Betting 144,726 40,136 104,590 >200.0 
Commercial Services 83,508 74,908 8,600 11.5 
Gaming Solutions 89,204 28,607 60,597 >200.0 

Total revenue 1,022,634 821,641 200,993 24.5 

Lotto 
Lotto revenue declined 4.8% primarily due to a corresponding decline in Lotto wagers as detailed in the 
table below. . 

(milliom; of eurm) 
Lotto wagers 
Core wagers 
Wagers for late numhcrs 
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For the year ended 
December 31, Increase (decrease) 

2008 2007 Wagers % 

5,045.8 
RO~.2 

5,852.0 

5,234.9 
942.4 

6, 177.3 

(189.1) 
( 1 3~.2) 
(325.3) 

(3.6) 
(14.5) 

(5.3) 
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Instant tickets 
Throughout 2008, the strong performance in instant ticket sales continued. Instant ticket revenue 
increased 16.6% over the same period last year primarily due to higher sales of Scratch and Win tickets as 
detailed in the table below. The €1.3 billion increase in instant ticket sales was dri ven by increased sales 
aflottery tickets across all price points. 

Scratch & Win tickets 
Total tickets sold (in millions) 

Total sales (in millions) 

Average price point 

Sports Betting 

For the year ended 
December 31, Increase (decrease) 

2008 2007 Amount % 

2,531.0 

€ 9,177.7 

€3.63 

2,300.5 

€ 7,866.2 

€ 3.42 

230.5 

€1,3 11.5 

€ 0.21 

10.0 

16.7 

6.0 

Sports betting revenue increased € J04.6 million in 2008, a substantial increase over 2007 due to the 
strong performance affixed odds sports-betting operations that commenced on August 19,2007 (19% 
market share as of December 31, 2008) as detailed in the table below. As of December 31 , 2008, 1,144 
fixed odds sports-betting and 504 sports pool points of sale locations were opemtional. 

(millions of euros) 
Sports Betting wagers 

For the year ended 
December 3 1, Increase (decrease) 

2008 2007 Wagers % 

Fixed odds sports betting wagers 
Sports pool wagers 

635.0 126.2 
_---;1::;;50~.5;_ 194.5 

508.8 
(44.0) 

>200.0 
(22.6) 

785.5 320.7 464.8 144.9 

Commercial Services 
Revenue from Commercial Services in 2008 increased 11 .5% over 2007 principally due to an increase in 
bill payment services, electronic top-up services for prepaid mobile, and ticketing services for sporting 
and musical events. 

Gaming Solutions 
Revenue from Gaming Solutions in 2008 increased substantially over 2007, driven primarily by the 
increased placement of amusement with prize machines (A WP machines), resulting in a EI .9 billion 
increase in wagers. Approximately 49,000 A WP machines were insta lled at the end of2008 compared to 
approximately 32,000 installed at the end of 2007. 
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GTECH Revenue 
Consolidated revenue for the year ended December 31, 2008 and 2007 includes the following amounts for 
GTECH: 

For the :rear cnded 
December 31, Increase ~ decrease! 

(thousands of euros) 2008 2007 € % 

United States 417,605 436,008 (18,403) (4.2) 
International 277,577 261,875 15,702 6.0 

Lottery 695,182 697,883 (2,70 1) (0.4) 

Gaming Solutions 56,721 35,200 2 1,52 1 61.1 
Interactive 43,730 3,632 40,098 >200.0 
Conunercial Services 21,989 ~21 ,989J ~looOJ 

Service revenue 795,633 758,704 36,929 4.9 
Product sales 240,673 81,046 159,627 197.0 

Total revenue 1,036,306 839,750 196,556 23.4 

Lottery 
United States lottery service revenue declined 4.2% primarily due to the strengthening of the curo against 
the US dollar. 

lntemational lottery service revenue increased 6.0% primarily due to higher service revenues from an 
approximate 9O(Q increase in sales by OUf international lottery customers, partially offset by rate changes. 

Gaming Solutions 
Gaming Solutions service revenue increased 61.1 % principally due to the January 2008 acquisition of 
Atroruc. 

Interactive 
Interactive service revenue increased substantially over the same period last year due to the April 2008 
acquisitions of Boss Media and S1. Minver. 

Commercial Services 
Due to the August 1,2007 sale of its equity interest in POLCARD S.A., a debit/credit card merchant 
transaction acquirer, bank-card issuer and ATM management company in Poland, GTECH no longer has 
revenue (or related costs) from its Commercial Services business segment. 

Product Sales 
Product sales were €159.6 million higher in 2008 compared to 2007 principally due to €57.2 million of 
product sales from Atronic, along with the sale of a new lottery central system to our customer in Finland 
and the sale of28,500 lottery terminals to our customer in the United Kingdom. 
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Consolidated operating costs 

(thousands of euros) 

Raw materials, services and other costs 
Personnel 
Depreciation and amortization 
Irnpainnent losses 
Capitalization of internal construction costs -

labor and overhead 
Total operating costs 

Percentage of total revenue 
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For the xear ended 
December 31, Increase (decrease) 

2008 2007 € % 

991,247 693,459 297,788 42.9 
410,513 369,295 41,218 11.2 
311,556 273,319 38,237 14.0 
100,778 8,526 92,252 >200.0 

(95,149) (78,131) (17,018) (21.8) 
1,718,945 1,266,468 452,477 35.7 

83.5% 76.2% 

Consolidated operating costs detailed by legal entity are as follows: 

For the xear ended 
December 31, Increase !decrease~ 

(thousands of euros) 2008 2007 € % 

Lottomatica 464,955 340,860 124,095 36.4 
GTECH 526,292 352,599 173,693 49.3 
Raw materials, services and otber costs 991 ,247 693,459 297,788 42.9 

Lottomatica 93,928 89,797 4, 131 4.6 
GTECH 316,585 279,498 37,087 13.3 
Personnel 410,5 13 369,295 41,218 11.2 

Lottomatica 64,164 54,666 9,498 17.4 
GTECH 247,392 218,653 28,739 13. 1 
Depreciation and amortization 311,556 273,319 38,237 14.0 

Lottomatica 20 1,282 (1,262) (98.4) 
GTECH 100,758 7,244 93,514 >200.0 
Impairment losses 100,778 8,526 92,252 >200.0 

Lottomatica 
GTECH (95,149) (n,131) (17,018) (21.8) 
Capitalization of internal construction 

costs (95,149) (78,131) (17,018) (21.8) 

Lottomatica 623,067 486,605 136,462 28.0 
GTECH 1,095,878 779,863 3 16,015 40.5 

Total operating costs 1,718,945 1,266,468 452,477 35.7 
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The €297.8 million increase in raw materials, services and other costs resulted from E124.1 million of 
higher costs incurred by Lottomatica along with € 173.7 million of higher costs incurred by GTECH. The 
higher costs incurred by Lottomatica principally related to €67.6 million of variable costs associated with 
higher service revenue and €56.5 million of higher costs related to the substantial growth in revenue, 
principally in the Sports Betting and Gaming Solutions segments. Of this €56.5 million increase in costs, 
€30.4 million related to betting taxes which are a percentage of wagers, € 15.7 million re lated to accounts 
receivable write-downs in the Gaming Solutions segment and €11.3 million relates to higher consulting 
costs. The higber costs incurred by GTECH principally related to the 2008 acquisitions of Atronic. Boss 
Media and S1. Minver. 

The €41. 2 million increase in personnel resulted from €4 . l million of higher costs incurred by 
Lonomatica along with €3 7.1 million of higher costs incurred by GTECH. The higher costs incurred by 
Lottomatica are principally comprised of costs related to higher service revenue from Italian operations. 
The higher costs incurred by GTECH principally related to the 2008 acquisitions of Atronic. Boss Media 
and S1. Minver. 

The €38.2 million increase in depreciation and amortization resulted from €9.5 million of higher costs 
incurred by Lonomatica along with €28.7 million of higher costs incurred by GTECH. The higher costs 
incurred by Lonomatica principally related to an increase in sports betting licenses generated from new 
point of sales acquisitions and additional A WP machines installed during the year. The higber costs 
incurred by GTECH principally related to tbe 2008 acquisitions of Atronic. Boss Media and St. Minver. 

As previously discussed, the €92.3 million increase in impainnent losses relate to €74.0 million of 
goodwill and other impainnent losses primarily related to Atronic America 's operations in tbe Gaming 
Solutions segment and €26.8 million related to a lottery system we deployed for an international customer 
in the Lottery segment that has encountered a sustained period of political instability that has prevented 
the lottery system from launching. 

The €95.1 million of Capitalization of internal construction costs - labor and overhead (relating to the 
capitalization of GTECH labor and overhead costs during the construction phase of lottery system 
implementations) were principally comprised of spending on new lottery systems and the expansion of 
existing lottery systems in the United Kingdom, Finland, Michigan, Oregon, and New York, along with 
the placement of additional video lottery terminals in Rhode Island and other participation markets. With 
respect to facilities management contracts, these costs are generally recovered over the tenn of the lottery 
contract, which is typically at least five to seven years with options permitting the lottery authority to 
extend the contract under the same terms and conditions for one or more additional periods. Costs tbat 
relate to product sale contracts (approximately 26% of the €95. ! million) are recovered as payments are 
received under product sale contracts. As of December 31,2008, we collected €36.7 million of advance 
payments from customers, primarily related to product sale contracts, representing approximately 69% of 
our associated product sale inventory. 
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(thousands of euros) 

Realized foreign exchange losses 
Unrealized fo reign exchange gains (losses) 
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For the year ended 
December 31, Increase (decrease) 

2008 2007 

(5,984) 
16,336 
10,352 

(1,867) 
(3 1,838) 
(33,705) 

€ % 

4, 117 
(48,174) 
(44,057) 

>200.0 
(151.3) 
(130.7) 

In connection with GTECH's August 2007 sale of POL CARD S.A. to First Data International, on August 
3,2007, GTECH's Polish subsidiary, GTECH Polska Sp.z.o.o., loaned Polish zloty 255.6 million to 
GTECH Global Services Corporation Limited, whose functional currency is the US dollar. The loan 
bears market interest rates and is repayable on July 31, 2009. Unrealized foreign exchange gains of E16.3 
million incurred during 2008 includes E14.7 million of gains related to this loan due to fluctuations in the 
Polish zloty to US dollar exchange rate. 

Unrealized foreign exchange losses of€3 1.8 million incurred during 2007 are principally comprised of 
non·cash losses associated with a US dollar denominated intragroup loan between Lottomatica and 
GTECH in connection with Lottomatica's acquisition ofGTECH in August 2006. On July 13, 2007, the 
intragroup loan was converted from US dollars to euro and effective September 7. 2007, management 
detennined that the intragroup loan would be refinanced upon maturity with a new intragroup loan or 
loans. Therefore, beginning on September 7, 2007, the intragroup loan fonns part of the net investment in 
GTECH and gains or losses on the retranslation of the intragroup loan are recorded to equity. 

Interest expense 

(thousands of euros) 

GTECH Senior Credit Facilities 
Capital Securities 
4.S% Bonds 
Lottomatica Revolving Credit Facility 
Atronic related debt 
Lottomatica Term Loan Facility 

Other 

For the year ended 
December 31, 

2008 2007 

(70,777) 

(64,403) 
(17,303) 

(6,961) 
(5,904) 

(820) 
(11 ,387) 

(177,555) 

( 103,829) 

(64,530) 
(17,81 1) 

(7,646) 
(193,8 16) 

Increase (decrease) 

E % 

(33 ,052) 
( 127) 
(508) 

6,96 1 
5,904 

820 
3,741 

(16,26 1 ) 

(31.8) 
(0.2) 
(2.9) 

48.9 
(8.4) 

Interest expense decreased € 16.3 million principally due to lower interest rates in 2008 on the GTECH 
Senior Credit Facilities as compared to 2007, along with the strengthening of the euro against the US 
dollar, partially offset by interest expense on debt assumed in connection with 2008 investment activities. 
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Weighted A verage Diluted Shares 
Weighted average diluted shares during 2008 totaled 150.5 million shares (including the impact of 
treasury shares purchased), in line with the same period last year. 

Income Taxes 
The Group's effective income tax rate during 2008 was 25.6% compared to 46.1 % during 2007. The rate 
decrease was primarily due to a reduction in tbe Italian corporate income tax ratc from 33% to 27.5%, 
including its effect on deferred taxes, for years beginning in 2008. Also contributing to the rate decrease 
was a larger percentage of foreign profits taxed at rates that are lower than the Italian statutory income 
tax rate and cenain fore ign losses tbat produced tax benefits at rates higher than the Italian statutory 
income tax ratc. 

LIQUIDITY, CAPITAL RESOURCES AND FINANCIAL POSITION 
Thc Group's objcctive is to maintain adequate liquidity and flexibility through the use of eash generated 
by operating activities, bank overdrafts and bank loans. We believe our ability to generate excess cash 
from operations to reinvest in our business is one of our fundamental financial strengths and combined 
with our committed borrowing capacity, we expect to meet our financial obligations and operating needs 
in the foreseeable future . We expect to use cash generated primarily from operating activities to meet 
contractual obligations and to pay dividends. Our growth is expected to be financed through a 
combination of cash generated from operating activities, existing sources of committed liquidity, access 
to capital markets, and other sources of capital. Our corporate debt ratings ofBaa3 from Moody's and 
BBB- from Standard and Poor's contribute to our ability to access capital markets at attractive prices. 

In May 2008, Lottomatica entered into a €300 million senior unsecured revolving credit facility (the 
"LTO Revolving Credit Facility") that expires in August 2012. During the quarter ended June 30, 2008, 
Lottomatica borrowed the €300 million available under the LTO Revolving Credit Facility and the Group 
used the proceeds to prepay US$467.4 million of the GTECH Tenn Facilities that had scheduled 
repayment dates in 2008, 2009 and 20 I O. 

In December 2008, Lottomatica entered into a €360 million senior unsecured tenn loan facility that 
expires in November 2013, tbe proceeds ofwhicb were principally used to repay the 4.80% Bonds tbat 
came due in December 2008. In addition to extending the weighted average maturity of the Group's debt 
ponfolio, the current composition of US dollar and eura debt reflects the increase in euro denominated 
cash flow in our business which is primarily driven by recent acquisitions. 
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Summary Cash Flow Statement 

(thousands of euros) 

Net cash tlows from operating activities 

Acquisitions 
Acquisitions - cash acquired 
Purchases of systems, equipment and other assets related to contracts 
Purchases of property, plant and equipment 
Purchases of intangible assets 
Finsoft contingent consideration 
Net cash proceeds from the sale of POL CARD S.A. 
Other investing activities, net 
Net cash flows used in investing activities 

Principal payments on long-term debt 
Interest paid 
Dividends paid 
Treasury share purchases 
Dividends paid - minority interest 
Net proceeds from (repayments of) short-term borrowings 
Proceeds from issuance of long-tenn debt 
Proceeds from shares issued to employees at a discount 
Other financing activities, net 
Net cash flows used in financing activities 

Net cash flow 

Analysis of Cash Flows 

GROUP 
2008 Annual Report 

For the year ended 
December 31, 

2008 2007 

680,804 503,759 

(249,667) (48,688) 
39,689 22 

(195, 178) (178,332) 
(26, 176) (13,835) 
(18,439) (60,377) 
( 13,415) 

166,727 
2,806 4,820 

(460,380) (129,663) 

(957,580) (40,924) 
(159,850) (180,188) 
(125,393) (119,695) 

(74,830) 
(31,357) (5,920) 
44,542 (6,066) 

763,440 
15,301 

(5,905) 5,189 
(546,933) (332,303) 

(326,509) 41 ,793 

During 2008, we generated €680.8 million of net cash flows from operating activities. Net cash flows 
used in investing activities were €460.4 million, principally due to €2 10.0 million for the acquisitions of 
Atronic, Boss Media, S1. Minver and Toto Carovigno, along with capital additions of€195.2 mi llion for 
systems, equipment and other assets (principally related to spending in the United Kingdom, Michigan, 
Oregon, New York, California, and Italy). Net cash flows used in financing activities of€546.9 million 
were principally comprised of €194.1 million of net principal payments on long-term debt; € 159.9 million 
of interest paid primarily on the Capital Securities and GTECH Senior Credit Facilities ; € 125.4 million of 
dividends paid to our shareholders in Apri1200S; and €74.S million of treasury share purchases. These 
uses of cash were partially offset by €44.S million of net proceeds from short-term borrowings. At 
December 31, 200S, we had € 109.3 million of cash and cash equivalents on hand. 

Our business is capital-intensive. We expect our principal sources of liquidity to be existing cash 
balances, cash generated from operations and borrowings under our GTECH Senior Credit Revolving 
Facilities (totaling USSSOO million) and L TO Revolving Credit Facility (totaling €300 million). At 
December 31, 2008, there was €480.3 million of committed undrawn capacity under these two facilities. 
These facilities have covenants and restrictions including, among other things, requirements relating to 
the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions and 
limitations on dividends, none of which are expected to impact the Group's liquidity or capital resources>. 
At December 31, 2008, we were in compliance with all applicable covenants. 
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We currently expect that OUf excess cash flow from operations, existing cash, undrawn capacity under 
existing borrowing facilities and access to additional sources of capital will be sufficient, for tbe 
foreseeable future, to fund OUT anticipated working capital and ordinary capital expenditure needs, to 
service our debt obligations, to fund anticipated internal growth, to fund all or a portion of the cash 
needed for potential acquisitions and to pay dividends. We may also seek alternative sources of financing 
to fund future potential acquisitions and other growth opportunities. 

Summary Consolidated Balnnce Sheet 
December 31, Increase (decrease) 

(thousands of euros) 

Systems, equipment and other assets related 
to contraCL'i, net 

Goodwill 
Intangible assets, net 
Deferred income taxes 
Other non-<:urrent assets 
Total non-current assets 

Inventories 
Trade and other receivables 
Cash and cash equivalents 
Other current assets 
Non-<:urrent assets classified as held for sale 

Total assets 

Equity 

Long-term debt, less current portion 
Deferred income taxes 
Other non-current liabilities 
Total non~urrent liabilities 

Accounts payable 
Short-term borrowings 
Current portion of long-term debt 
Income taxes payable 
Other current liabilities 

Total equity and liabilities 
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2008 2007 

758,717 740,260 
3,086,297 2,793,186 

853, 146 740,613 
235,421 160,758 
113,886 108,103 

5,047,467 4,542,920 

129,560 106,982 
773,595 695,222 
109,274 434,065 
91,102 71,507 
7,456 

6,158,454 5,850,696 

1,667,423 1,733,191 

2,573,802 2,143,722 
441,409 452,735 
209,985 126,591 

3,225, 196 2,723,048 

800,653 602,556 
60,848 7,610 
61,109 487,384 
49,457 61,277 

293,768 235,630 

6,158,454 5,850,696 

€ % 

18,457 2.5 
293, III 10.5 
112,533 15.2 
74,663 46.4 
5,783 5.3 

504,547 11.1 

22,578 21.1 
78,373 11.3 

(324,791) (74.8) 
19,595 27.4 
7,456 

307,758 5.3 

(65,768) (3.8) 

430,080 20.1 
(11,326) (2.5) 
83,394 65.9 

502,148 18.4 

198,097 32.9 
53,238 >200.0 

(426,275) (87.5) 
(11,820) (19.3) 
58,138 24.7 

307,758 5.3 
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The € 18.5 million increase in systems. equipment and other assets related to contracts, net was principally 
due to capital additions of€202.3 million, €32.5 million primarily related to the 2008 acquisitions of 
Atronic, Boss Media, St. Minver and Toto Carovigno, and €24 .6 million of foreign currency translation. 
These increases were partially offset by depreciation and impairment losses of€233. l m il lion. 

The €293.1 million increase in goodwill was primarily related to the 2008 acquisitions of Atronic, Boss 
Media, St. Minver, Toto Carovigno and Royal Gold, along with €I07.6 million of foreign currency 
translation, partially offset by €48.7 million of goodwill impairment. 

The € 11 2.S million increase in intangible assets, net was principally due to EI44.! million of intangible 
assets primarily associated with the 200S acquisitions of Atronic, Boss Media, St. Minver and Toto 
Carovigno, along with €24. 1 million of foreign currency translation, partially offset by €S9.3 million of 
amortization and impainnent losses . 

The €74.7 million increase in deferred income tax assets was principally due to the recognition of 
deferred tax assets relating to foreign operating losses, provisions currently not deductible for income tax 
purposes and interest rate swaps. 

The £22.6 million increase in inventories was principally due to €2S.2 nullion of inventory associated 
with tbe 2008 acquisition of Atronic, along with higber inventory related to our contracts to provide 
lottery terminals to our customer in Denmark and a gaming central systcm to our customer in Sweden. 
Tbese increases were partially offset by lower inventory related to the sale of a new lottery central system 
to our customer in Finland. 

The €78.4 million increase in trade and other receivables wa. .. principa lly due to revenue growth across all 
of Lottomatica's business segments, along with €37.9 million of trade and other receivables associated 
with the January 200S acquisition of Atronic. Lottomatica's trade receivables increased €28. 1 million, 
primarily due to the placement of approximately 17,000 additional A WP machines during 2008. 

The €65.8 million decrease in equity was primarily due to €125.4 million of dividends paid to 
shareholders of the parent and €31.4 million of dividends paid to minority shareholders. along with €74.8 
million of treasury shares purchased and €39.9 million of fair value of interest rate swaps recognized 
directly in equity. These decreases were partially offset by net income of€137.9 million and €54.2 
million of foreign currency translation. The foreign currency translation principally relates to the 
weakening of the euro against the US dollar (the US dollar to euro exchange rate was 1.4721 at December 
31, 2007 compared to 1.3917 at December 31, 2008). 

The €430.1 million increase in long-term debt, less current portion resulted from €270.9 million of net 
borrowings, primarily under the Lottomatica Revolving Credit Facility, GTECH Senior Credit Facilities 
and LTO Term Loan Facility, along with €SO. I million of debt associated with the January 200S 
acquisition of Atronic and €7S.9 million of foreign currency translation. 

The €83.4 million increase in other non-current liabilities was principally due to an increase in interest 
rate swaps held to conven variable interest rate debt to fixed rate debt. 

The €198.1 million increase in accounts payable was principally due to an increase in accounts payable 
primarily related to a higher volume of Scratch and Win tickets, along with €38.8 million primarily 
related to the 2008 acquisitions of Atronic, Boss Media and St. Minver. 
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The €53.2 million increase in short-term borrowings was principally due to borrowings under 
uncommitted Jines of credit. 

The €426.3 million decrease in current portion oflong-tcnn debt was primarily due to €476.9 million of 
principal payments on the 4.8% Bonds, GTECH Senior Credit Facilities and Atronic debt, partially offset 
by €43.6 million of debt associated with the January 2008 acquisition of Atronic. 

The €58.1 million increase in other c.:urrent liabilities was primarily due to the 2008 acquisitions of 
Atronic, Boss Media and St. Minver. 

Consolidated Net Financial Position 
The Group's consolidated net financial position at December 31 , 2008 declined €463.9 million from its 
net financial position at December 3 1, 2007, principally due to €210.0 million for the 2008 acquisitions of 
Atronic, Boss Media, S1. Minver and Toto Carovigno; €81.2 million of Atronic debt; and €74.8 million of 
treasury share purchases. Consolidated net financial position is calculated as follows: 

December 3 1, 
(thousands of euros) 2008 2007 Chanse 

Cash on hand 392 181 211 
Cash at bank \08,882 433,884 (325,002) 

Cash and cash equivalen ts 109,274 434,065 (324,79 1) 

Current financial receivables 20,288 19,611 677 

Short-term borrowings 60,848 7,6\0 53,238 
Capital Securities 46,491 46,618 (127) 
GTECH Senior Credit Facilities 2,565 78,398 (75,833) 
4.80% Bonds 359,976 (359,976) 
Other 24,794 18,602 6,192 

Current financial debt 134,698 511,204 (376,506) 

Net current financial debt 5,136 57,528 (52,392) 

GTECH Senior Credit Facilities 1,359,888 1,403,920 (44,032) 
Capital Securities 730,525 727,869 2,656 
LTO Term Loan Facility 353,354 353,354 
Interest rate swaps 73,740 14,632 59, \08 
Atronic related debt 69,793 69,793 
Lottomatica Senior Credit Revolving Facility 50,000 50,000 
Other 71 , 106 45,720 25,386 

Non curren t financial debt 2,708,406 2,192,141 5 16,265 

Net fi nancial position 2,713,542 2,249,669 463,873 

Net fmancial position of €2,229,206 at December 3 1, 2007, as previously reported, has been revised to 
include €20 .5 million of contingent consideration associated with the July 2, 2007 acquisition of Finsoft 
to more appropriately reflect its classification as a financial liability. 
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Dividends 
In April 2008 and May 2007, the Group paid dividends of€O.825 per sbare (a total dividend of€125.4 
million) and €O.79 per share (a total dividend of€119.7 million) to its shareholders for calendar 2007 and 
2006 results, respectively. 

Reconciliation of Group Equity 
The reconciliation of Lottomatica S.p.A. stand alone results with the results of the consolidated Group is 
as follows: 

Attributable to cgui!X, holders 

Lottomatica All other Minority 

(thousands of euros) S·2·A. subsidiaries interests Consolidated 

Balance at January 1,2008 1,880,469 (192,420) 45,142 1,733,191 

Fair value of interest rate swaps (39,925) (39,925) 
Amortization of unrecognized gain on 
interest rate swap (570) (570) 
Unrecognized net gain on derivative 
instruments 607 607 
Unrecognized net gain on available for sale 
investment 88 88 

Foreign currency translation 54,228 54,228 

Net income (loss) 115,535 (21,787) 44, 122 137,870 

Dividend distribution (125,393) (31,357) (156,750) 

Treasury shares purchased (74,830) (74,830) 

Shares issued upon exercise of stock 
options 2,915 2,915 

Share-based payment 14,682 14,682 

Put/call option arising from business 
combination (5,461) (5,461) 

Other movements in equity 857 521 1,378 

Balance at December 31, 2008 1,812,808 (203,813) 58,428 1,667,423 
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SIGNIFICANT BUSINESS DEVELOPMENTS DURING 2008 

Since the start 0[2008, the Group has reported a number of significant business developments, in addition 
to significant contract developments discussed later in this report. 

Business Developments 

In April 2008, the shareholders of Lottomatica authorized the Board of Directors, for a maximum of 18 
months from the time of such authorization, to purchase up to a number of ordinary shares of Lottomatica 
representing a maximum of 10% of its share capital (such limit being 15,199,189 ordinary shares as of 
April 15, 2008), in compliance with current regulations and contractual agreemenL .. entered into by the 
Group. The shareholder authorization allowed the Board of Directors (or its delegates) to determine the 
purchase price, which price shall not be lower or higher than the reference price 0) registered by 
Lottomatica's stock in the last market day preceding each relevant transaction and (ii) decreased or 
increased by 25%, respectively. Following the shareholder authorization, the Board of Directors adopted 
the resolutions to enact the share buy-back plan (the "Plan"). 

The Plan has tbe purpose of stabilizing Lottomatica' s share price and enables the acquisition of shares 
that may be used for employee long-tenn incentive plans or for operations relating to the strategic plans 
of Lottomatica. The April shareholders meeting also authorized the Board of Directors to dispose of 
treasury shares purchased by Lottomatica, without time restrictions and in a manner deemed appropriate, 
at a price not lower than 50% of the reference price registered by Lottomatica's stock in the last market 
day preceding each relevant transaction. Implementation of the Plan began in May 2008. As of February 
23, 2009, after the close of2008, Lottomatica had 3,845,451 treasury shares resulting from the Plan. 

In November 200R, Lottomatica entered into the newly liberali zed segment of skill games in Italy and 
introduced an interactive online poker network, leveraging off of GTECH subsidiary Boss Media's 
platfonn. 

In December 2008, Lottomatica entered into an agreement with a syndicate of financial institutions for a 
€360 million senior unsecured term loan facility (the "LTO Tenn Loan Facility''). The LTO Tenn Loan 
Facility expires on November 10,2013. The LTO Tenn Loan Facility requires that Lottomatica make 
payments pursuant to the following schedule (euros in thousands): 

2011 132,000 
2012 132,000 
2013 96,000 
Total 360 000 

The LTO Term Loan Facility has covenants and restrictions including, among other things, requirements 
relating to the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, 
and limitations on dividends. 

Managerial Developments 

GTECH appointed Donald R. Sweitzer as Chainnan ofGTECH, effective January 1,2009. In his new 
role, Mr. Sweitzer will continue to closely advise Mr. PeUicioli, Chainnan and CEO of the Lonomatica 
Group, and Mr. Patel, GTECH President and CEO, on government relations and general business affairs 
and will have a number of important additional responsibilities. Mr. Sweitzer was fonncrly GTECH 's 
Senior Vice President of Global Business Development and Public Affairs. 
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PREDICTABLE DEVELOPMENTS 

The overall economic environment remains unstable. Financial markets bave been and continue 
to be very volatile. Capital markets have been fluctuating with remarkable swings in a matter of 
days or weeks, along an overall significant downward trend. Major financial institutions have 
reported huge losses. 

Tbe fmancial crisis has caused substantial changes in consumers' behavior and modified the 
terms and conditions under which any corporation can access capital markets, both for equity 
and debt. Moreover, expectations ofGDP limited growth rates or other negative cbanges in 
2009 versus 2008 have forced several governments to launch rescue plans intended originally for 
financial markets. Due to potential severe consequences in many different industries, 
governmental fmancing aids have been extended to key sectors andlor companies. 

Central banks have sharply reduced cost of funding to historical lows as part of the monetary 
maneuvers. 

Notwithstanding these challenging market conditions, the Group was able to increase the 
flexibility and terms of existing committed crcdit lines, as well as enter into two new facilities 
intcnded to lengthen the maturity of its debt as well as to provide liquidity for the business going 
forward. 

The Group's business is resilient and so generally not affected by macro-economic trends. The 
Group's revenues grew in 2008 versus prior years, although at different paees in different 
geographical markets. 

The Group's strategic goal is to maintain its global leadership position in the public gaming 
markets, further developing the initiatives already identified. 

The Group's Lottery strategy is summarized as follows: 

• continue to accelerate same-store sales growth; 
• win new jurisdictions and bid for operator opportunities; 
• grow instant ticket printing capabilities; and 
• roll-out new distribution platforms, focusing particularly on interactive channels. 

The Group will continue to defend the Lotto business, and drive further growth in the instant 
tickets segment with portfolio expansion and entry into the interactive channel. In addition, the 
Group will continue to develop the Italian sports betting/interactive market. The Group will also 
leverage GTECH' s experience developing solutions in sports-related wagering for lotteries in 
over 15 jurisdictions. 

The decision to downsize the Group's presence in the commercial casino market in the United 
States is intended to reduce exposure to this market, which has heen significantly impacted by 
the slowdown orthe US economy and fmancial constraints affecting highly-leveraged 
customers. 
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Shareholder Number of shares °/0 of outstanding share 
De Agostini Group 90 980 318 59.7% 
Treasury shares 3 845 4 51 2.5% 
Generali Assicurazioni 4989596 3.3% 
Mediobanca 5,932,795 3.9% 

Based on the latest filing, Mediobanca additionally owns 2,000,000 shares (/.3% of outstanding capital ) 
without voting rights,Jor a total ownership 0/7.932,795 or 5.2% of outsumding shares. 

Undenvritten and paid up share capital as of February 23, 2009 amounts to €/52,286,837 composed of 
152,286,837 ordinary shares with a nominal value 0/£1 each. 
Authorized share capital amowlts to £159,278,775, composed of 159,278, 775 ordinary shares with a 
nominal value of € I each. 

LOTTO MA TICA STO CK FOR THE PERIOD ENDED DECEMBER 31, 2008 

The average price of the stock fo r the twelve months ended December 31 , 2008 was € 20.10. Over 201 
million shares were traded in the twelve months of 2008, with a daily exchange of approximately 795,6 10 
shares. 

Lottomatica's capitalization was approximately € 2.7 billion on December 31,2008. 

In May 2008 the Group started an ordinary stock buy back plan intended for the purchase of up to a 
maximum of 10% of the share capital. At December 31, 2008, Lottomatiea purchascd 3,856,323 shares. 
corresponding to 2.5% of the share capital. 
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BUSINESS OVERVIEW 

The Group operates worldwide in tbe gaming market, proposing its range of products and know-how 
according to the specific needs of each individual customer. The following is a description of the Group' S 

products and brands by market/geography. 

LOITOMA TlCA 'S ITAUAN LOITERY BUSINESSES 

Since 1993, Lottomatica bas been the sole concessionaire for the Italian Lotto game, a traditional game 
that was played off-line for centuries. Lottomatica has gained substantial experience managing all the 
activities along the lottery value chain, such as collecting wagers through its network, paying out prizes, 
managing all accounting and otber back office functions, running advertising and promotion, operating 
data transmission networks and processing centers, training staff, providing retailers with assistance and 
supply ing materials for tbe game. 

Lottomatica operates both online lotteries and games, whicb are conducted through computerized systems 
in which lottery or gaming terminals are COimected to a central computer system and which are generally 
games where players select their own numbers, such as Lotto, and off-line lotteries, which are games 
involving preprinted paper tickets and are not computerized (except for ticket distribution and validation 
purposes). 

A list ofLottomatica's concessions in Italy is set forth on Table 1 of thi s report. 

Online Lottery 

Lotto is a traditional game that was played off-line for centuries and that originated roughly 500 years ago 
in Genoa. In July 2006, Lottomatica introduced Lotto Istantaneo, a game that allows players an option to 
participate in an instant draw game using the same numbers selected for the Lotto game. 

As compensation for its management of Lotto, Lottomatica receives a fee equal to a percentage of the 
amount wagered. 

Lottomatica is required to provide a perfonnance bond in an amount equal to 0.3% of total wagers to the 
Amministrazione Autonoma dei Monopoli di Stato ("AAMS') to guarantee performance of Lottomatica's 
obligations pursuant to tbe Lotto concession. 

Upon terntination of the Lotto concession, Lottomatica is required to transfer, free of charge, to the 
AAMS upon its request, ownership of the entire automated systems which relate to the operation of the 
Lotto game. A similar requirement exists with respect to the termination of the other concessions as well. 
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Instant and Traditional Lotteries 

In October 2003, the Ministry of Economy and Finances granted to Consorzio Lotterie Nazionali, a 
consortium 63% owned by Lottomatica, the exclusive concession to operate instant and traditional 
Lotteries, which prior to that time had been operated by AAMS. The remaining quotas oftbe consortium 
are held by Sc ientific Games International, Inc. (20%), Arianna 2001 S.p.A. ( 15%) and others (2%). The 
concession expires in March 2010, with respect to traditional lotteries, and in May 20 10, with respect to 
instant lotteries, un less such terms are ex tended at the discretion of the AAMS. Instant and traditional 
lotteries are available at over 47,000 points of sale (ofwhicb approximately 34,000 are also Lotto points 
of sale), mainly consi sting of tobacconists but also at bars, motorway restaurants and newspaper stands. 
The Lotto, Sports Pools and Otber Pari-Mutual Betting and Services networks and terminals also support 
the instant and traditional lotteries, for wbicb Lottomatica provides a dedicated data processing center. 

As compensation for its management of the traditional and instant lotteries, Lottomatica receives a fee 
equal to a percentage of the amount wagered. 

Fixed Odds Sports Betting 

Following a competitive tender completed in the last quarter of 2006, Lottomatica has been awarded a 
non-exclusive concession by the AAMS to operate fixed odds sports betting at 1,144 points of sale, and 
the right to operate sports betting over the Internet. With such award Lottomatica has become the leading 
operator in the sports betting sbop-in-shop distribution segment. Lottomatica has extended its presence in 
Italy to almost a ll product .. of the gaming business, reinforci ng it .. leader..hip position in the Itali an 
market. This new opportunity, in one oftbe fastest growing segments of the worldwide gaming industry, 
is anticipated to contribute significantly to revenues through tbe expiration oftbe license in 2016. 

Lottomatica has also been granted rigbts to operate horse betting at 504 corner points of sale. 

LOITOMATICA'S OTHER BUSINESSES 

Gaming Solutions 

Lottomatica, through its subsidiary Lottomatica Videolot Rete, was granted, in July 2004, a license by the 
AAMS to activate and operate a network in Italy that links amusement and entertainment machines 
installed in outlets consisting of bars, licensed betting balls, tobacconists and botels to a central system. 
Lottomatica Videolot Rete has agreements with approximately 680 operators who bave connected to 
approximately 49,000 machines. 

Commercial Services 

Leveraging its distribution network and transaction processing experience, Lottomatica offers high
volume transaction processing of non-lottery commercial transactions such as prepaid cellular telephone 
recharges, bill payments, electronic tax payments, utility payments and retail-based programs. 
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Commercial Services. Lottomatica distributes services for commercial operators including electronic top
up services for prepaid mobile and fixed-line telephone accounts, ticketing for sporting and musical 
events, and collects payments from end-users for which it retains a fee. 

Payment Services. Through its LIS Finanziaria S.p.A. subsidiary, Lottomatica provides collection and 
payment services in Italy for the payment of utility bills, local fines and duties and also collects payments 
due on behalf of creditors. 

Processing Services. Lonomatica provides a processing and network service on behalf of third parties, 
without collecting amounts due. The most important of these services are telephone top-ups and digital 
Terrestrial TV cards, payment of car road taxes, fidelity card services and stamp duties services. 

In Italy, Lottomatica's services network comprises over 80,000 points of sale (including approximately 
30,000 points of sale where Lottomatica provides only processing services for third-parties and about 
23,000 whicb overlap with Lotto points of sale) comprised of tobacconists, bars, petTol stations, 
newspaper stands and motorway restaurants. Lottomatica has over 90,000 POS terminals installed at 
these locations and about 30,000 Lis Printers installed at tobacconists. The Lis Printer is a proprietary 
dedicated terminal for printing stamp duties. All services are provided through Lottomatica's own 
separate services network (other than car road tax processing, which continues to be handled through the 
Lotto terminals) . Not all points of sale with a POS terminal offer all services provided by Lottomatica in 
Italy. 

GTECH'S BUSINESS 

GTECH delivers value added services and technology solutions to its customers worldwide. As a global 
leader in the online lottery business, GTECH is a full service technology partner catering to all of the 
systems and support needs of online lottery operators worldwide. GTECH also operates several lotteries 
in the Caribbean through its LILHCo subsidiary. GTECH provides instant ticket management systems to 
securely operate the instant ticket programs of more than 40 lottery jurisdictions. Although most lotteries 
look to GTECH for online transaction processing of instant tickets, GTECH entered into the instant ticket 
printing segment in 2007 and continues to grow that business through its subsidiary GTECH Printing 
Corporation. GTECH provides complete gaming systems technology to government-sponsored machine 
gaming venues. GTECH also operates in the high growth interactive gaming and sports betting segments 
of the global gaming market. 

CONTRACT A WARD PROCESS 

In the United States, lottery authorities generally commence the contract award process by issuing a 
request for proposals from various lottery vendors. The request for proposals usually indicates certain 
requirements specific to the jurisdiction, such as the nwnber oftenninals and breadth of services desired, 
the particular games which will be required, particular pricing mechanisms, the experience required of the 
vendor and the amount of any performance bonds that must be furnished. After the bids have been 
evaluated and a particular vendor's bid bas been accepted, tbe lottery authority and the vendor generally 
negotiate a contract in more detailed tenns. Once the contract bas been finalized, the vendor begins to 
install the lottery system. 
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GTECH's marketing efforts for its lottery products and services frequently involve senior management in 
addition to its professional marketing staff. These efforts consist primarily of marketing presentations to 
the lottery authorities of jurisdictions in which requests for proposals have been issued. 

Marketing ofGTECH's lottery products and services to lottery authorities outside the United States is 
often performed in conjunction with licensees and consultants with whom GTECH contracts for 
representation in specific market areas. Although generally neither a condition of their contracts with 
GTECH nor a condition of their contracts with lottery authorities, such licensees and consultants often 
agree with GTECH to provide on·site services after installation of the online lottery system. 

After the expiration of the initial or extended contract term, a lottery authority in the United States 
generally may either seek to negotiate further extensions or commence a new competitive bidding 
process. Internationally, lottery authorities do not typically utilize as formal a bidding process, but rather 
negotiate proposals with one or more potential vendors. 

From time to time, there are challenges or other proceedings relating to the awarding of the lottery 
contracts. 

GTECH'S LOTTERY CONTRACTS 

GTECH serves online government sponsored lotteries under facilities managemem or product sales 
contractual arrangements which are described in more detail below. 

Facilities Management Contracts 

GTECH's Facilities Management Contracts typically require GTECH to construct, install and operate the 
lottery system for an initial term, which is typically at least five to seven years, and usually contain 
options pennitting the lottery authority to extend the contract under the same terms and conditions for one 
or more additional periods, generally ranging from one to five years. In addition, GTECH's customers 
occasionally renegotiate extensions on different terms and conditions. 

GTECH's revenues under Facilities Management Contracts are generally a variable amount of montbly or 
weekly service fees which are paid to GTECH directly from the lottery authority based on a percentage of 
such lottery 's gross online and instant ticket sales. The level of lottery ticket sales within a given 
jurisdiction is determined by many factors, including population density, the types of games played and 
the games' design. the number of terminals, the size and frequency of prizes, the nature of the lottery's 
marketing efforts and the length of time the online lottery system has been in operation. 

Under GTECH's Facilities Management Contracts, GTECH typically retains title to the lottery system 
and provides its customers with the services necessary to operate and manage the lottery system. GTECH 
installs and commences operations of a lottery system after being awarded a Facilities Management 
Contract and, following the start-up of the lottery system, GTECH is responsible for all aspects of the 
system's operations. GTECH typically operates lottery systems in each jurisdiction on a stand-alone 
basis through the installation of two or more dedicated central computer systems, although in a few 
instances several jurisdictions share the same central system. In addition, in most jurisdictions GTEC H 
employs a work force consisting of a site director, marketing personnel, computer operators, 
communications specialists and customer service representatives who service and maintain most aspects 
of the system. 
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Under certain ofGTECH's Facilities Management Contracts the lottery authority has the right to purchase 
GTECH's lottery system (including the central system, tenninal s, software and communications network) 
during the contract tcon at a predetennined price, which is calculated so that it exceeds tbe net book value 
of the lottery system at the time the right is exercisable. In addition, some of GTECH's lottery contracts 
permit the lottery authority to acquire title to GTECH's system-related equipment and software during the 
tcnn of the contract or upon tbe expiration or earlier tennination of the contract, in some cases (i.e., were 
GTECH to materially breach or be unable to perform under certain circumstances) without paying 
GTECH any compensation related to the transfer of that equipment and software to the lottery authority. 
GTECH's role, if any, with respect to the continued operation of a lottery system in the event of the 
exercise of such a purchase option generally is not specified in such contracts and thus would be subj ect 
to negotiation. Under many ofGTECH's Facilities Management Contracts, the lottery authority also has 
thc option to requirc GTECH to install additional tcrminals andlor add ncw lottery games. Such 
installations may require significant expenditures by GTECH. However, since GTECH's revenues under 
such contracts generally depend on the level oflottery ticket sales, such expenditures have generally been 
recovered through the revenues generated by the additional equipment or games and revenues from 
existing equipment. 

Under a number of GTECH's lottery contracts, in addition to constructing, installing and operating the 
lottery systems in these jurisdictions, GTECH is providing a wide range of support services and 
equipment for the lottery's instant-ticket games, such as marketing, distribution and automation of 
validation, inventory and accounting systems, for which GTECH receives fees based upon a percentage of 
the sales of instant-ticket games. 

A list ofGTECH's Facilities Management Contracts is set forth on Table 2 of this report. 

Product Sales Contracts 

Under Product Sales Contracts, GTECH constructs, sells, delivers and installs turnkey lottery systems or 
lottery equipment and licenses the computer software for a fixed price, and the lottery authority 
subsequently operates the lottery system. GTECH also sells additional terminals and central computers to 
expand existing systems andlor replace existing equipment under Product Sales Contracts. 

In connection with GTECH's Product Sales Contracts, GTECH generally designs tbe lottery system, 
trains the lottery authority's personnel and provides other services required to make and keep the system 
operational. GTECH also gcncrally liccnscs its softwarc to its customcrs for a fixed additional fcc. 

Historically, product sales revenues have been derived from the installation of new online lottery systems, 
installation of new software and the sale oflottery tenninals and equipment in connection with the 
expansion of existing lottery systems. The size and timing of these transactions at times have resulted in 
variability in product sales revenues from quarter to quarter. 

A list ofGTECH's direct or indirect customers that since January 2007 have purchased (or have agreed to 
purchase) from GTECH new online lottery systems, software andlor terminals and equipment in 
connection with the expansion or replacement of existing lottery systems is set forth on Table 3 of this 
report. 
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ONLINE PRODUCTS AND SERVICES 

A Suite of Solutions for Lotteries Worldwide 

GTECH's lottery systems consist oflottery terminals, central computer systems, communications and 
game software, and communications equipment which connect the lenninals and the central computer 
systems. The systems' lenninals are typically located in high-traffic retail outlets, such as newsstands, 
convenience stores, food stores, tobacco shops and liquor stores. This breadth of solutions enables 
GTECH to support lotteries at every stage of their development, from the smallest "start-up" to a fully 
matured operation. 

Terminals. GTECH designs, manufactures and provides the point-of-sale lenninals used in its online 
lottery systems. GTECH 's first model terminals were introduced in 1985. Since then, GTECH has 
developed an entire suite of industry-leading flexible retail solutions that support the wide range of 
retai ler needs across a variety of retail trade ehanncls. This includes a family of clerk-operated terminals, 
player self-service tenninals including instant ticket vending machines (ITVMs) and hand-held tenninals, 
to support each unique lottery sales environment. A list ofGTECH's ITVM contracts is set forth on 
Table 4 of this report. 

Software. GTECH designs and provides, or licenses from third parties, all applications solutions for its 
lottery systems. GTECH's highly sophisticated and specialized software is designcd to provide the 
following characteristics: rapid processing; storage and retrieval of transaction data in high volumes and 
in multiple applications; the ability to down-line load (i. e., io reprogram the lottery terminals from the 
central computer installation via the communications system to add new games and other solutions); a 
high degree of security and redundancy to guard against unauthorized access and tampering and to ensure 
continued operations without data loss; and a comprehensive management infonnation and control 
system. GTECH's Enterprise Series bas an open architecture that it believes sets the industry standard for 
the development, deployment, integration and support of next-generation online lottery solutions, 
including those which pennit sales oflottery products via secure infrastructure over the Internet, without 
compromising the integrity of the games. The open system architecture of the Enterprise Series allows 
lotteries to upgrade their systems, and integrate a broad spectrum of third-party hardware and software 
solutions to achieve greater perfonnance. 

Central Computers. Each ofGTECH's lottery systems contains one or more central computer sites to 
which the lottery terminals are connected. GTECH's central computer systems are primarily 
manufactured by IBM Corporation and Hewlett-Packard Company. The specifications for the 
configuration of its central computer installations are designed to provide continuous availability, a high 
throughput rate and maximum securi ty. Central computer installations typically include: redundant 
mainframe computcrs, various periphcral deviccs (such as magnetic storage devices, management 
terminals and hard copy printers), and various safety, environmental control and security subsystems 
(including back-up power supplies), which are all manufactured by third parties, and a microcomputer
based communication and switching subsystem. 10 addition, GTECH supplies management infonnation 
systems that provide lottery personnel access to important fmancial and operational data without 
compromising the security of the online system. Based upon the development of its Enterprise Series, 
GTECH is able to integrate qualified third party software applications. 
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Communications. GTECH's lottery tenninals are typically connected to the central computer 
installations by dedicated communications channels. Due to the varying nature of telecommunications 
services available in lottery jurisdictions, GTECH bas developed the capability to utilize and interface 
with a wide range of communications technologies to provide a data communications pathway between 
the lottery terminals and the central computers, including GSATNSAT, Microwave, Integrated Services 
Digital Networking (ISDN), Data Over Voice (DOV), fiber optic, cellular telephone and UHF Radio 
capability (narrow-band and Spread Spectrum). According to industry sources that GTECH regards as 
reliable, GTECH is the largest global provider of wireless point·of·sale devices. 

Games. An important factor in maintaining and increasing public interest in lottery games is the 
development of innovative and compelling new game content. In conjunction with lottery authorities, 
GTECH utilizes principles of demographics, sociology, psychology, mathematics and computer 
technology to design customized lottery games which are intended to appeal to the populations served by 
its lottery systems. The principal characteristics of game design include: frequency of drawing, size of 
pool, cost per play and selling of appropriate odds. GTECH believes that its expertise in game design has 
enhanced the marketing of its lottery systems and has contributed to increases in the revenues of many of 
its customers. GTECH currently has a substantial number of variations of lottery games in its software 
library and new games under development. GTECH believes that this game library and the "know how" 
and expericnce accumulated by its professionals since its inception make it possible for GTECH to meet 
the requirements of its customers for specifically tailored games on a timely and comprehensive basis. 

Marketing. In Facilities Management jurisdictions in which GTECH has been awarded a lottery 
contract, GTECH is frequently asked to assist the lottery authority in the marketing of lottery games to the 
public. Because GTECH revenues under Facilities Management Contracts are based on a percentage of 

. the lottery's gross online and/or instant ticket sales, the value of GTECH's marketing efforts can have an 
impact in driving revenue for both GTECH and the lottery. The full breadth of marketing expertise and 
services are offered to support lottcry efforts. Marketing assistance generally includes: 

• Game Portfolio Management 
• Business Development 
• Marketing Development 
• Sales Development 
• CotpOrate Social Responsibility 
• ProfessionaVConsulting Services 
• Retailer tcnninal distribution and optimization, including utilization ofGTECH's "GMark". a 

computerized marketing analysis system used to detennine optimal placement of lottery tenninals 
in retail locations 

• Market Research, including Focus Group Testing of new games and products, primary and 
secondary research studies. Annual Worldwide Player Survey, and Annual Customer Satisfaction 
Survey 

• Retail Expansion and Development. 

DOCUMENT REDACTED BY TLC -12-4·10 
34 



GROUP--
2008 Annual Report 

Instant Ticket Printing Business 

In February 2007, GTECH, through its subsidiary GTECH Printing Corporation ("GTECH Printing'') , 
purchased substantially all oftbe assets of Creative Games International, Inc., a provider of instant lottery 
tickets for the global1ottery industry. GTECH Printing has established itself as a highly-regarded instant 
ticket printer with contracts throughout North America, Europe, Latin America and the Caribbean. 
Presently beadquartered in Plant City, Florida, GTECH Printing currently has a total production capacity 
of more than 3 billion instant tickets annually. 

In the spring of 2009, GTECH Printing will open its new state-of-the-art printing facility in Lakeland, 
Florida. The new facility will employ more than 100 GTECH Printing employees and GTECH plans to 
add an additional 100 or more employees over the next three to five years. In addition, over the same 
period, GTECH Printing will have invested more than $40 million in developing its production capability 
in the Lakeland area. 

The new 100,OOO·square· foot facility in Lakeland will house GTECH Printing's new production 
capability, which is estimated to produce approximately 11 billion instant tickets annually. The current 
Plant City facility will continue to operate as redundant operations. 

Instant tickets are sold at numerous types of retail outlets but most successfully in grocery and 
convenience stores. GTECH anticipates that new methods of distribution and game play including 
Intemet·based promotions and games will provide additional growth opportunities. 

Government sponsored lotteries grant printing contracts on both an exclusive and non·exclusive basis 
where there is typically one primary vendor and one or more secondary vendors. A primary contract 
pennits the vendor to supply the majority of the lottery's ticket printing needs and includes the complete 
production process from concept development through production and shipment. It also typically 
includes marketing and research support. A primary printing contract can also include any or all of the 
following services: warehousing, distribution, telemarketing, and sales/field support. A secondary 
printing contract includes providing back up printing services and alternate product sources. It mayor 
may not include a guarantee of a minimum or maximum number of games. 

Instant ticket contracts are priced on a percent of instant ticket sales or on a price per unit basis and 
generally range from 2-5 years with extension opportunities. 

GTECH GAMING SOLUTIONS 

GTECH provides complete gaming systems technology primarily to governmcnt· sponsored programs as 
well as commercial and Native American gaming venues. GTECH is the world's leading provider of 
central systems for government sponsored machine gaming programs and is a single source provider for 
online central systems, system design, terminals and games. GTECH is typically compensated on a 
"participation" basis whereby GTECH retains the title to the equipment and receives a percentage of sales 
or "net win" per machine or on a product sales basis whereby GTECH receives a purchase price for the 
equipment. 
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In January 2008, GTECH acquired a 50 percent controlling interest in the Atronic group of companies 
("Atronic") owned by Paul and Michael Gauselmann for €20 million, previously paid into escrow in 
October 2006. In May 2008, GTECH paid €32 million for the remaining 50 percent interest in Atroruc. 

GTECH NEW MEDIA AND SPORTS BETTING [INTERACTIVE SEGMENT] 

Since the mid 1980's, GTECH bas been providing certain customers with sports betting technology 
solutions. Since 2002, GTECH bas been delivering interactive solutions that allow its lottery customers 
to provide Internet, mobile and interactive digital television access by their players. 

Through its 2007 and 2008 acquisitions of 100% of Finsoft Limited (a leading sports betting technology 
provider in Europe), approximately 87.45% of Boss Media AB and its subsidiaries (a provider of digital 
gaming software and services for poker, casino and bingo), and 90010 of S1. Enodoc, the parent of 5t. 
Minver (a Gibraltar-based operator of white-label gaming services), GTECH's New Media and Spans 
Betting division provides technology, games and a full suite of e-commerce services to government 
sponsored lottery markets and regulated commercial sports betting and Internet gaming markets. 

GTECH's New Media and Spons Betting division has over 600 employees in Europe and Asia. The 
division has over 150 gaming or media customers operating under license in various European 
jurisdictions. The business model varies by product but is broadly a fixed upfront and recurring licenses 
fee for sports betting technology, which varies by size (number ofCPUsfWeb Servers, seats per call 
center and retail POS), software integration and support fees (per diem). For games, online casino, poker 
and end-to-end sports book trading/risk management services, a revenue share based on the Gross 
Gaming Yield (or GGY) is charged to the gaming operator/media company. 

The division operates 4 poker networks in Europe with over 100,000 persons playing on these networks 
each day. It has 32 sports betting customers and over 50 bingo customers on Europe's third largest bingo 
network. Its online casino customers handled more than €3.6 billion through 600 million wagers in 2008. 
The casino and games suite has also been leveraged to support leading server based machine gaming 
software, currently operating on more than 5,000 gaming machines in Central and Eastern Europe. 
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SIGNIFICANT CONTRACT DEVELOPMENTS DURING 2008 

Facilities Management 

In January 2008, GTECH was chosen by the West Virginia lottery authority to receive a five-year 
integrated services contract to provide a new online and instant lottery system, terminals, 
telecommunications network, self-service lottery products, and relaied ongoing services. This contract 
award fo llowed a competitive procurement and includes two one-year extension options. The agreement 
with the West Virginia State Lottery Commission was executed in October 2008. 

In March 2008, GTECH was notified by the Pennsylvania lottery authority that the authority had selected 
another vendor to provide equipment and services for its online and instant ticket systems following the 
expiration of its current contract with the same bidder. The Pennsylvania lottery authority had previously 
announced its intention to award to GTECH the successor contract. 

In April 2008, GTECH entered into a six·year integrated services contract to provide new lottery 
technology and ongoing services to the Michigan lottery authority. The contract includes six one·year 
extension options and followed a competitive procurement. Under the terms of this contract, GTECH 
will convert the Michigan lottery authority's current lottery system to GTECH's Enterprise Series online 
and instants system solution. GTECH will also install a new IP·telecommunications network and up to 
11 ,000 A/rura® terminals. 

10 June 2008, GTECH announced that the Mexican lottery authority Pronosticos para la Asistencia 
Publica planned to use Lottery Inside, GTECH's in·lane solution, thus increasing the number of the 
authority's dedicated online lottery points of sale from 9,000 to over 24,000. This announcement came in 
the wake of a decision by GTECH, Pronosticos and the Soriana Corporation, a grocery, department and 
retail chain headquartered in Monterrey, Nuevo Leon, Mexico, to employ GTECil 's Lottery Inside 
offering to sell online lottery tickets through the stores ' existing cash registers. 

In July 2008. GTECH entered into a four·year contract extension with the California lottery authority to 
provide online/instant central system enhancements, new lottery tenninals, a variety of self· service 
products, imaging display units and ongoing services. The four·year contract extension is scheduled to 
commence in October 2009. 

In July 2008, GTECH announced that its subsidiary, GTECH Global Services Corporation Limited, had 
introduced a five minute keno game in Poland with its customer Totalizator Sportowy Sp. Z 0.0., a 
government.owned lottery organization in Poland. 

In July 2008, GTECH Global Services Corporation Limited entered into an agreement with Pinbridge 
Ltd., the holder of a 10·year sports·beuing license in Ghana, to be the technology solutions and consulting 
services provider for the first online sports-betting wagering system in the country. 

In July 2008, GTECH signed a two (2) year contract extension with An Post National Lottery Company 
of Ireland to continue providing online lottery technology and services. The two year extension 
commenced on January 1,2009. 
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In August 2008, GTECH signed a 20-year contract with Loto Real Del Cibao, C.x.A. ("LOTO REAL") 
to be the exclusive technology provider to LOTO REAL for an online lottery system, terminal s, and 
future commercial services and other gaming opportunities in the Dominican Republic. LOTO REAL 
was recently awarded a concession to operate and manage an online lottery in the Dominican Republic for 
the next 20 years. 

In September 2008, GTECH announced that it bad signed a 16-month contract extension to continue 
providing online lottery technology and services to La Societe de Gestion de In Loterie Nationale and La 
Marocaine des Jeux et des Sports (the "Morocco Lotteries") in Morocco. The extension is scheduled to 
commence in April 2009 and will extend GTECH 's integrated services contract with the Lotteries until 
August 2010. 

In September 2008, GTECH announced that GTECH Global Services had entered into an agreement with 
closed joint stock company Spon Pari to create the first online lottery system in Belarus. Sport Pari has 
the right to become the exclusive license holder and online lottery games operator in Belarus. This 
agreement, the award of which followed a competitive procurement, is scheduled to run through July 
2013. 

In October 2008, GTECH entered into a two year extension of its current online contract with the Illinois 
lottery authority. This extension provides for GTECH to continue to provide online lottery products and 
services to the Illinois lottery authority through October 17,20 10. 

In October 2008, following a competitive procurement, GTECH was selected to negotiate a five year 
online contract with the South Dakota Lottery to provide a new online central system, terminals and on· 
going lottery and marketing and consultancy services. The contract, which was executed on January 30, 
2009 after the close of 2008, includes five one--year extension options, and is expected to commence 
operations on August 3,2009. 

In November 2008, GTECH signed a three· year contract extension with the Georgia Lottery Corporation 
to continue providing online lottery technology and services, as well as new games and products, through 
September 2013. 

In November 2008, after a competitive procurement, GTECH executed a comract with the Kansas Lottery 
to supply and operate the central gaming system that will monitor electronic gaming machines at six 
gaming facilities in the state of Kansas. The contract signing followed its approval by the Kansas Lottery 
Commission and the Kansas Information Technology Office. 

In December 2008, GTECH Global Services Corporation Limited signed an agreement with National 
Sports Lottery PLC (NSL) to implement a National Online Lottery in Nigeria. Under the agreement, 
GTECH will replace NSL's existing central systems for the operation of its lottery games with a new 
GTECH central system and will assist NSL in the transition from its existing systems to the new system. 
GTECH will also provide other related technical, marketing and commercial support services for the 
duration ofNSL's license, which runs through December 18, 2016. 

In December 2008, GTECH was notified by the New Jersey Division of Purchase and Property of its 
intent to award GTECH a new contract to provide a new online/instant lottery system, terminals, a variety 
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of self-sclVice products, an IP-communications network and on-going services, following a competitive 
procurement. The proposed seven-year integrated services contract includes up to three years of 
extensions, exercisable at tbe option of the Lottery. The contract became effective on January 30, 2009, 
after the close 0£2008. 

In March 2009, after the close 0[2008, GTECH entered into a contract amendment with the Tennessee 
Education Lottery Corporation to continue providing online lottery technology, as well as new self
service products and related services, for an additional four (4) year period, commencing in April 201 1. 

Other Contracts 

In January 2008, GTECH Global Services Corporation Limited signed a four-year contract extension with 
Veikkaus Oy. the operator of the Finnish National Lottery, pursuant to whieh GTECH will continue to 
provide, through November 2013, software licensing and additional software products in connection with 
a GTECH-provided tum-key, state-of-the-art Lottery and Sports Betting System. 

In June 2008, GTECH Printing Corporation entered into an agreement with Pronosticos para la Asistencia 
Publica to provide instant-ticket printing services. The contract. which was awarded in March 2008, 
followed a competitive procurement and was effective for calendar year 2008. 

In July 2008, GTECH successfully launched its Enterprise Series interactive solution for the New Zealand 
Lotteries Commission, thereby allowing the sale of select online games to players via the Internet. 

In October 2008, GTECH's subsidiary, GTECH Printing Corporation, was selected to provide instant 
ticket printing services to the Kansas and Oregon lottery authorities. The Kansas award, which tollowed 
a competiti ve procurement, has a five year contract term, while the Oregon award has a one-year contract 
term. Both awards provide for one-year extension options after expiration of the base te rm in the 
di scretion oftbe respective lottery authorities. 

In November 2008, GTECH entered into an agreement with the Maryland State Lottery Agency to 
provide and service approximately 1,000 new Instant Ticket Vending Machines. The five-year contract, 
which also includes five one-year extension options, followed a competitive procurement. 

In November 2008, GTECH's subsidiary, Boss Media AB, announced that it and CryptoLogic, Inc. had 
entered into a five-year strategic alliance for Poker, whereby CryptoLogic will facilitate the move of 
several of its licensees, including InterPoker and Parbet Poker, to Boss Media's International Poker 
Network, the largest independent poker network in the world. 

In November 2008, GTECH and the South Australia Lotteries entered into an agreement establishing a 
partnership that will allow fo r the provision of a new central lottery system and tenninals, self-service 
products and ongoing support serviccs in South Australia. Thc contract term is fo r seven ycars fo llowing 
the start-up of operations under the new GTECH central system with three additional one-year extension 
options, and followed a competitive procurement. 

In January 2009, after the close of 2008, GTECH announced that its subsidiary, GTECH Printing 
Corporation, had been chosen by the British Colwnbia Lottery Corporation as one of its instant ticket 
printers under a five-year contract. The contract provides for five one-year extension options, and 
followed a competitive procurement. 
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Tables of Customer Contracts 
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Table 1 Italian Concessions 

The table below sets forth Lottomatica'5 Italian Concessions as of December 3 1, 2008. 

Holder Purpose Date of Date of Expiration of Current Extension 
Commencement Current Contract Options l 

of Current 
Contract' 

Lottomatica Activation and operation of March 1993 June 201 6' Not renewable 
the network for the Lotto 
Game 

Consonio Operation of the National October 2003 March 14,2010 for Renewable 
Lotrerie Lotteries for instant and lotteries with periodic 
Nazionali periodic drawings drawings - May 30, 

20 I 0 for lotteries with 
instant drawings 

Consortio Experimental Operation - as November 2006 October 2009 Not Applicable 
Lotterie central operator - of the 00-

Nazionali line Scratch and Win 
Lotteries 

Lottomatica Activation and operation of )uly 2004 October 20 I 0 Renewable only 
Vide%t the network for the telematic for I year at 
Rete S.p.A. operation of legalized AAMS discretion 

amusement with price 
machine (Video Lotteries) 

l.nttnmalif:a Activation and operation of March 2007 June 2016 Not renewable 
Scommesse the network for sports 
S.r.!. gaming, toto betting and 

sports betting, operated 
through interactive channel 
also for the operation of 
Skill Games. 

Lottomatica Activation and operation of March 2007 ) uoe20 16 Not renewable 
Scommesse the new horse gaming, toto 
s.r.!. betting and horse betting. 
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Holder Purpose Date of Date of Expiration of Current Extension 
Commencement Current Contract Options' 

of Current 
Contract! 

Toto Activation and operation of January 2007 June 2012 Not renewable 
Carovigno horse betting. Concession 
SpA no. 1100 

Toto Activation and operation of August 2007 June 2012 Not renewable 
Carovigno sports betting. Two 
S.p.A. concession' 

L.S.ALPHA Activation and operation of November and JUDe 2012 Nul renewable 
S.r.l. horse betting. Seven December 2008 

concessions 5 

L.S.ALPHA Activation and operation of November 2008 June 2012 Not renewable 
s.r.l. sports betting. Nine 

concessions' 

I Reflects the date -upon which the contract became effective. 
I Reflects extensions available to the governmental authority under the same lenns as the current contract. 
J As discussed in Note 31 to the Notes to the Consolidated Financial Statements concerning litigation, the indicated 
expiration dale is under dispute with AAMS . 
• Concessions no. 3061, and no. 3613, also through interactive channel . 
'Concessions no. 1014, 1089, 1095, 1101 , 1106, 1120 and 1191. 
• Concessions no. 3113, 3413, 3414, 3416. 3475, 3558, 3559, 3651 and 3151. 
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Table 2 Facilities Management Contracts 

Unless otherwise indicated, the table below sets forth the lottery authorities with which GTECH 
had Facilities Management Contracts as of December 31, 2008 for the installation and operation of 
lottery systems, and as to which GTECH is the sole supplier of central computers and terminals 
and material selVices. The table also sets forth infonnation regarding the term of each contract 
and, as of December 31, 2008, the approximate number of terminals installed in each jurisdiction. 

Jurisdiction 

United States: 

Arizona 
California 
D.C. (3) 
Florida 
Georgia 
Illinoi s 
Kansas 
Kentucky 
Louisiana 
Michigan (4) 
Minnesota 
Missouri 

New Jersey (5) 

New York 
North Carolina 
Ohio 
Oregon (6) 
Rhode Island 
Tennessee 
Texas 
Virginia 

Washington 
West Virginia 
Wisconsin 

International: 
Anguilla 
-LlLHCo 

Approximate Date of 
Number of Lottery Commencement of 
Tenninals Installed ( Il Current Contract· 

2,700 November 2005 
21,400 October 2003 

600 June 1999 
13,700 January 2005 
8,600 September 2003 
7,300 April 2000 
1,900 July 2008 
2,800 April 1997 
2,800 June 1997 

11 ,100 January 1998 
3,100 June 2002 
4,600 December 2004 

6,100 June 1996 

16,400 November 2000 
5,900 January 2006 
8,200 August 2000 
3,500 October 2007 
1,200 January 1997 
4,700 January 2004 

17,300 October 200 I 
5,300 June 2006 

4,600 July 2006 
1,700 June 2009 
3,800 November 2003 

10 May 2007 
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Date of Current 
Expiration of Current Extension 
Contract Term Options" 

August 20 11 
October 20 13 
November 2009 
March 2011 
September 20 13 
October 2010 
June 2018 
June 201 1 
June 20 10 
January 2009 
February 2013 
June 20 12 

August 2009 

February 2010 
March 2013 
June 2009 
November 2015 
June 2023 
Apri l20 11 (7) 
August 20 11 
October 2014 

July 2012 
June 2014 
June 201 1 

May 20 17 

5 one-year 
(2) 

2 two-year 

3 one-year and 
additional 5 years 

3 one-year 

3 one-year or 1 
three-year 
4 years 
2 one-year 
2 one-year 
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Approximate Date of Date of Current 
Number of Lottery Commencement of Expiration of Current Extension 

Juri sdiction Terminals Installed (I) Current Contract· Contract Term Options·· 

Antigua! 
Barbuda 
-L1LHCo 40 September 1996 September 2016 

Argentina 
-Loteria National 900 November 1993 January 2009 
Sociedad del 
Estado (8) 
-Boldt IPLC (8) 4,300 November 1999 November 2009 

Barbados 
- L1LHCo 230 June 2005 June 2023 

Belarus 
- Sport-Pari 0(9) December 2007 October 2013 Automatic annual 

renewal 

Bermuda Automatic 
-L1LHCo annual renewal 

Chile 
-Polio Chilena de 2,500 September 2008 August 20 16 Up to 24 months 
Beneficencia S.A. 

China 
-Beijing Welfare 3,100 April 2004 December 2015 Automatic 3 onc-
Lottery year 
-Shenzhen 100 July 2005 July 2013 
Welfare Lottery 

Colombia 
-ETESA (10) 5,000 December 1999 January 20 11 I five-year 
- Apuestas En 
Linea, S.A. 3,000 March 2007 September 2012 

Czech Republic 
-SAZKA 7,000 October 1992 December 2017 

Dominican 
Republic 
- Loto Real Del 
Cibao, C.X.A. 1,000 August 2008 20 years after start-

up date 
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Approximate Date of Date of Current 
Number of Lottery Commencement of Expiration ofCurrcnt Extension 

Jurisdiction Terminals Instal led (1) Current Contract" Contract Term Options·· 

Ghana 
-- Pinbridge Ltd 100 June 2008 June 2018 Automatic renewal 

for 10 year period 

Ireland 
-An Post Nat'l 3,700 June 2002 December 20 I 0 
Lottery Company 

Jamaica 
-Supreme 1,100 November 2000 January 2016 
Ventures Limited 

Luxembourg 
-Loterie 530 June 2001 October 2012 
Nationale (II) 

Mexico 
-Pronosticos Para 9,400 September 2005 Septemher 2012 2 one-year 
La Assistencia 
Publica (12) 

Morocco 
-La Societe de 2,000 August 1999 August 2010 Two year 
Gestion de Ia extension option 
Lotene Nationale 
and La Marocaine 
des Jeux et Les 
Sports 

Nigeria 
-National Sports 2,000 November 2008 December 2016 (12) 10 years (13) 
Lottery pIc. 

Poland 
-Totalizator 10,800 May 2001 December 20 II lone-year 
Sportowy 

Slovak Republic 
-TIPOS a. s. 2,200 March 1996 December 20 II 
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Approximate Date of Date of Current 
Number of Lottery Commencement of Expiration of Current Extension 

Jurisdiction Tenninals Installed (1) Current Contract· Contract Term Options·· 

81. KittsINevis 
-LILHCo 40 April 1996 April 2016 

S1. MaarteniSabal 
S1. Eustatius 
-LlLHCo 40 September 2007 September 2017 lIen-year (14) 

Trinidad & 
Tobago 
-National 800 December 1993 September 20 II 
Lotteries Control 
Board 

Turkey 
-Turkish 4,000 February 1996 (15) (15) 
National Lottery 
(15) 

United Kingdom 
-The National 27,300 January 2002 January 2009 
Lottery (16) 

U,S. Virgin 
Islands 
-LILHCo 60 January 2002 January 2012 2 five-year 

• Reflects the date upon which the contract became effective. 

"Reflects extensions available to the lottery authority under the same tenns as the current 
contract. Lottery authorities occasionally negotiate extensions on different tenns and conditions. 

(I) Total does not include instant-ticket validation terminals or instant ticket vending 
machines. 
(2) At the end of the final extension option period, the contract will remain in effect under the 
same terms and conditions until either party provides at least 2 years notice oftennination .. 
(3) Operated by Lottery Technology Enterprises, a joint venture in which GTECH has a 1% 
interest, and to which GTECH supplies lottery goods and services. 
(4) On April 2, 2008, the Michigan Lottcry and GTECH entered into a six-year contract to 

provide new lottery technology and on-going services. The tenn of the contract will be for a 6 year 
period commencing on January 20, 2009. 
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(5) EtTective January 30, 2009, GTECH bas entered into a new contract with the New Jersey 
Division of Purchase and Property to provide a new online/instant lottery system, terminals, a 
variety of self-service products, an IP-communications network and on-going services. The new 
contract is for a term of7 years and includes up to 3 years of extensions, exercisable at the option 
of the Lottery. 
(6) On October 3, 2007, the Oregon State Lottery Commission and GTECH entered into a new 
seven-year contract to provide a new online lottery system., terminals and ongoing services . The 
new system commenced operations in November 200S. 
(?) In March 2009. after the close 0[2008. GTECH entered into a contract amendment with 
the Tennessee Education Lottery Corporation to continue providing online lottery technology, as 
well as new self-service products and related services, for an additional 4 year period ending in 
April 20 15. 
(8) Under these contractual arrangements, the lottery authorities purchased the lottery system 
and related software license from GTECH at the commencement of the respective contracts. 
(9) 2,150 Altura terminals and 3,000 Imagine terminals will be installed by the end of2010. 
(10) GTECH's contmct with the Colombia ETESA lottery authority is not a true facilities 
management contract in that title to the equipment vests in ETESA at the end of the term. 
(11) The Luxembourg lottery authority can extend the software license granted by GTECH for 
up to 10 years after the end of the initial term and any extensions oftbe contract. 
(12) In June 2008, GTECH announced that Pronosticos Para La Assistencia Publica w ill 
substantially increase its on-line lottery ticket sales points from approximately 9,000 to 24,000 
with GTECH's on-line in-lane solution, Lottery Inside. 
( 13) GTECH's contract expires on the date of expiry of the National Sports Lottery's license, 
which is in December 2016 with an option to extend for 10 years. 
( 14) The extension option for this contract may be exercised on mutual agreement of tbe 
parties. 
(15) The term of the contract with the Turkey lottery autbority renews for successive one-year 
extension terms unless either party gives timely notice of non-renewal. In addition, the Turkey 
lottery authority has the option to assume responsibility for the provision of certain lottery services 
at any time after the second anniversary of system start-up. 
(16) Operated by Camelot Group pic on a facilities management basis. In September 2007, it 
was announced that Camelot bad received a new 10-year license that commenced on February I, 
2009. GTECH will supply Camelot with at least 29,700 lottery terminals. 
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Table 3 Product Sales Contracts 

The table below lists certain ofGTECH 's direct and indirect customers that since January 2007 
have purchased (or have agreed to purchase) from GTECH new online systems, software andlor 
terminals and equipment in connection with the expansion or replacement of existing lottery 
systems. It does not include jurisdictions in which GTECH has a facilities management contract 
with the lottery authorities unless the product sale is set forth in a separate contract. 

Jurisdiction 
Argentina 

Australia 

Belgium 
Canada 

Denmark 
Finland 
France 
Georgia 
Germany 

Indiana 
Israel 
Lithuania 
Luxembourg 
Massachusetts 
Mexico 
New Zealand 
Pennsylvania 
Poland 
Ponugal 
Singapore 
Spain 
Switzerland 
Taiwan 
Ukraine 
United Kingdom 
Virginia 

Customer 
Boldt - Instituto Provincial de Loterias y Casinos de la Provincia de 
Buenos Aires 
New South Wales Lotteries Corporation 
Lotterywest (flk/a Western Australia Lotteries Commission) 
Lotteries Commission of South Australia 
Loterie Nationalc de Belgique 
British Columbia Lottery Corporation 
Western Canada Lottery Corporation 
Danske Spi! AfS 
Veikkaus Oy 
La Francaise des Jeux 
Scientific Games Inc. 
WestLotto 
Sachsische Lotto - Gmbh 
Lottcric Treuhandgesellschaft mbH Thuringen 
Hoosier Lottery 
Mifal Hapayis 
UAB Olifeja 
Loterie Nationale 
Massachusetts State Lottery Commission 
Pronosticos para la Asistencia Publica 
New Zealand Lotteries Commission 
Scientific Games DES Online Entertainment Systems, Inc. 
Totalizator Sportowy Sp. Zo.o 
Santa Casa de Misericordia de Lisboa 
Singapore Pools (pte) Ltd. 
Organizacion Nacional de Ciegos Espanoles 
Loterie de 1a Suisse Romande 
Taiwan Spans Lottery Corporation 
Ukraine National Lottery 
Camelot Group pic 
Virginia Lottery 
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Table 4 ITVM Contracts 

The table below sets forth the lottery authorities with which GTECH has ITVM Facilities 
Management Contracts ("FMCs''). This table also provides (except where noted by footnote) 
historical information respecting the number of ITVMs that arc currently in service, under various 
ITVM Product Sales Contracts ("PSCs"). Finally. the table below sets forth information regarding 
the term of each FMC, as well as the approximate number of IT VMs installed in each FMC 
jurisdiction, as of December 31 , 2008. 

FMC Approximate Date of Date of 
Number of Commencement Expiration of Current 

or 
ITVMs of Current Current FMC Extension 

Jurisdiction PSC In Service FMC Contract'" Contract Term Options" 

Arizona (I) 750 

California PSC 4,200 

France PSC 1,160 

Georgia PSC 440 
Iceland PSC 25 
Illinois FMC 3,470 July 2004 September 20 I 0 I three-year 
Indiana PSC 1,200 

Italy PSC 500 

Kentucky FMC 1,500 December 2007 December 2010 (2) 2 one-year 

Luxembourg FMC 130 September 2005 October 2012 

Maine PSC 150 September 2004 August 2009 

Maryland PSC 1,000 

Massachusetts PSC 2,200 

Minnesota (I) 110 

Missouri FMC 620 March 2007 June 20 12 

New Hampshire PSC 250 June 2005 June 2010 

New Jersey (I) 200 

New York (3) 5,200 (3) (3) 

North Carolina FMC 660 January 2006 March 2013 

Ohio FMC 1,500 July 2003 June 2009 

Oregon PSC 500 

Pennsylvania PSC 3,450 

Rhode Island (I) 150 

Switzerland PSC 100 

Texas (I) 1,320 September 2003 August 2011 
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FMC Approximate Date of Date of 
Number of Commencement Expiration of Current 

or 
ITVMs of Current Current FMC Extension 

Jurisdiction PSC 
In Service FMC Contract· Contract Tenn Options·· 

3 one-year or I 
Virginia (4) 2,000 June 2004 June 2011 three-year 

Washington FMC 1,000 November 2004 November 2010 

Wisconsin FMC 500 June 2004 June 2011 2 one-year 

* Reflects the date upon which the contract became effective. 

"Reflects extensions available to the lottery authority under the same tenns as the current 
contract. wttcry authorities occasionally negotiate extensions on different tcnns and conditions. 

(1) Represents ITVMs installed under an on-linc lottery Facilities Management Contract. See 
Facilities Management Contracts table above for additional infonnation. 
(2) Thc contract contains a diffcrcnt tcrm for thc lease of the equipment than for the contract 
term itself, running from the date of acceptance of the equipment with 2 one-year extensions at the 
option of the Kentucky Lottery Corporation. The current date of expiration of the equipment lease 
is March 2011. 
(3) GTECH has entered into a contract to supply maintenance services for approximately 
4,100 ITVMS which are owned by the New York lottery authority. 
(4) The Virginia Lottery entered into a seven-year contract with Oberthur Gaming 
Technologies Corporation (OGT) under which GTECH has subcontracted to provide 1,500 ITVMs 
and management of warehousing and distribution of instant tickets. Additionally, 200 ITVMs have 
been provided by GTECH under the Facilities Management Contract which is described in Table 
2. 
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LONG TERM INCENTIVE PLANS 

Long tcnn incentive plans adopted by Lottomatica in favour of directors and/or employees of Lottomatica 
andlor its direct or indirect subsidiaries provide for stock option grants and restricted stock awards to their 
directors, executives and key employees. The principal purpose of granting long-term incentives is to 
assist Lottomatica in attracting and retaining within its group directors, officers and other key employees, 
to provide a market competitive total compensation package and to motivate recipients to increase 
shareholder value by enabling them to participate in the value which has been created. Most of the plans 
are based upon three year performance measurements, generally based upon Lottomatica's EBITDA. In 
general, the total value delivered is allocated 65% to stock options and 35% to restricted stock, 
respectively. The following are summaries of the long tenn incentive plans in force as of December 31, 
2008. 

Stock Option Plans 

2003 - 2008 Plans 
The Extraordinary Shareholders' Meeting of Lottomatica held on September 21,2005 resolved to set 
December 31 , 2008 as the expiration date for subscriptions of a maximum of€2,439, 11 0, for issuances of 
a maximum of2,439,11O new ordinary shares, par value of€1 each, with ordinary rights, excluding the 
right of option under Article 2441, paragraph 5, of the Italian Civil Code. To date, all the options have 
been exercised. 

The Extraordinary Shareholders' Meeting of Lottomatica held on September 21 , 2005 also resolved to set 
December 31 , 2008 as the expiration date for subscriptions of a maximum ofE223, 175, for issuances of a 
maximum of223, 175 new ordinary shares, par value ofEI each, with ordinary rights, excluding' the right 
of option under Article 2441 , paragraph 5, of the Italian Civil Code. To date all the options have been 
exercised. 

2005 - 2010 Plans 
The September 21 , 2005 Extraordinary Shareholders' Meeting of Lottomatica also resolved to set 
December 31, 2010, as the expiration date for the following subscriptions: 

• a maximum of€297,580, for a maximum of297,580 new ordinary shares, par value of€1 each, 
with ordinary rights, cxcluding the right of option undcr Article 2441, paragraph 5, of the Italian 
Civil Code. To date 297,580 options have been issued, of which 203,120 remain exercisable and 
94,460 have been voided; 
• a maximum of€57,016, for a maximum of 57,016 Dew ordinary shares, par value of€leacb, 
with ordinary rights, excluding the right of option under Article 2441 , paragraph 5, of the Italian 
Civil Code. To date none of the 57,016 options have been issued; 
• a maximum of€219,8 12, for a maximum 0[219,812 new ordinary shares, par value of€leach, 
with ordinary rights, excluding the right of option under Article 2441, paragraph 5, of the Italian 
Civil Code. To date, 219,812 options have been issued, of which 95,336 remain exercisable and 
124,476 have been voided. 
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2006 - 2014 Plan 
The Lottomatica Board of Directors' Meeting of October 18, 2006 resolved to increase the share capital 
by a maximum amount of€t,SOO,OOO by issuing up to 1,500,000 new ordinary shares with a par value of 
€I each, with ordinary rights, excluding the right of option under Article 244 1, paragraph 4, of the Italian 
Civil Code to be subscribed by December 3 1, 2014, serving the exercise of 1,188,600 options assigned on 
the same date by the Board of Directors ' Meeting and not yet due within the framework of the stock 
option plan 2006-2014 reserved for employees of Lottomatica andlor its subsidiaries, other than 127,700 
options that may be exercised prior to the vesting period pursuant to the rcsolution of the Lottomatica 
Board of Directors of December II, 2007. As of December 31, 2008 there are 752,950 options 
outstanding under the Plan. 

2007 - 2015 Plan 
The Lottomatica Board of Directors' Meeting of May 3, 2007 resolved to increase the share capital 
against payments, in one or more tranches and in divisible form, by a maximum amount of€I,973,790 by 
issuing up to 1,973,790 new ordinary shares with a par value of€ l each, with ordinary rights, excluding 
the right of option under Article 2441 , paragraph 4, second sentence of the Italian Civil Code, to be 
subscribed by December 31, 20 15, serving the exercise of 1,973,790 options assigned on the same date by 
the Board of Directors' Meeting and not yet due within the framework of the stock option plan 2007-2015 
reserved for employees of Lottomatica and/or its subsidiaries, other than 115,200 options that may be 
exercised prior to the vesting period pursuant to the resolution of the Lottomatica Board of Directors of 
December II , 2007. As of December 31, 2008 there are 1,483,710 options outstanding under the Plan. 

2008-2016 Plan 
The Lottomatica Board of Directors' Meeting of April 22, 2008 resolved to increase the share capital 
against payment, in one or more tranches and in divisible fonn, by a maximum amount of€2,3 1 8,045 by 
issuing up to 2,3 18,045 new ordinary shares with a par value of€1 each, with ordinary rights, excluding 
the right of option under Article 2441, paragraph 4, second sentence of the Italian Civil Code, to be 
subscribed by December 31, 2016, serving the exercise of2,3 I 8,045 options assigned on the same date by 
the Board of Directors' Meeting and not yet due within the framework of the stock option plan 2008-2016 
reserved for employees of Lottomatica and/or its subsidiaries. During following meetings of the Board of 
Directors 2,248,772 options have been assigned. As of December 31, 2008 there are 2,188,902 options 
outstanding under the Plan. 

Restricted Stock 

(a) Executive Purchase of Shares at the Rights Offering Price 
The Lottomatica Board of Directors' Meeting of August 29, 2006 resolved to increase the share capital 
against payment, in divisible form, by a maximum amount of€2,OOO,Ooo by issuing up to 2,000,000 new 
ordinary shares with a par value of€1 each, with ordinary rights, excluding the right of option under 
Article 2441 of the Italian Civil Code, to be assigned by December IS, 2007, to employees of Lottomatica 
and/or its subsidiaries for the price of€24.425 each. Of the 2,000,000 shares, 1,528,582 have been 
assigned and are vested but are restricted from sale for one to three years from August 29, 2006 
depending upon the employee 's position at Lottomatica or at its subsidiaries, provided shares can be sold 
if an employee terminates from Lottomatica or its subsidiaries before the restriction is lifted. 
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(b) Share Allocation Plans (article 2349 o/the Italian Civil Code) 
- 2006-2009 Share Allocation Plan, Reserved For Employees of Lottomatica and/or its subsidiaries, 
approved by the Shareholders' Meeting of Lottomatica of October 18, 2006; 
- 2006-201 1 Share Allocation Time Based Plan, Reserved for Employees of Lottomatica andlor its 
subsidiaries, approved by the Shareholders' Meeting of Lottomatica of October 18, 2006; 
- 2007·2010 Share Allocation Plan, Reserved for Employees of Lottomatica and/or its subsidiaries, 
approved by the Shareholders ' Meeting of Lottomatica of April 23, 2007; 
- 2008-2011 Share Allocation Plan, Reserved for Employees of Lottomatica andlor its subsidiaries, 
approved by the Shareholders' Meeting of Lottomatica of April 15, 2008. 

Originally Approved Gralils 

The Board of Directors' Meeting of Lottomatica of October 18, 2006 resolved to assign up to 397,800 
ordinary shares within the framework of the 2006-2009 Share Allocation Plan and 733,125 of ordinary 
shares within the framework of the time-based plan 2006-2011, identified the beneficiaries and 
established the number of shares to be allocated to each one of them. The Board of Directors ' Meeting of 
Lottomatica of May 3, 2007 resolved to assign up to 285,130 ordinary shares within the framework ortbe 
2007-2010 Share Allocation Plan. The Board of Directors' Meeting of Lottomatica of April 22, 2008 
resolved to assign up to 286,916 ordinary shares within the framework of the 2008-20 II Share Allocation 
Plan. 

Current Plan Balances 

As of December 31, 2008, the following numbers of shares are outstanding in each plan: 231 ,522 
ordinary snares have been assigned in the framework of the 2006-2009 Share Allocation Plan, 308,205 in 
the framework of the time-based 2006-2011, 131 ,570 ordinary shares in the framework of the 2007-2010 
Plan and 270,083 ordinary shares in the framework of the 2008-2011 Plan. 

In connection with the above mentioned Share Allocation Plans, as well as any other future plan, the 
Extraordinary Shareholders' Meeting of Lottomatica of April 23 , 2007 empowered the Board of Directors 
for five years to increase the share capital in one or more tranches by a maximum amount of €3,200,000 
by issuing up to 3,200,000 new ordinary shares, with a par value of€l each. 

The Ordinary Shareholders' Meeting of Lottomatica of April 15, 2008 empowered the Board of Directors 
to purchase a maximum number of own shares equal to 10% of the share capital, in compliance with the 
provision oflaw and of the contractual commitments concerning the Group, also granting, pursuant to 
section no. 2357 ter oftbe Italian Civil Code, the power to dispose the own shares purchased, including 
the implementation of the stock plans, witb no time limit and in the way deemed opportune. 

The Board of Directors' Meeting of Lottomatiea, pursuant to the powers granted by the Shareholders ' 
Meeting held on April 23, 2007 and on April 15, 2008: 

- On May 3, 2007, resolved a free increase in share capital, for a nominal amount of€99,27 1 by issuing 
up to 99,271 new ordinary shares, with a par value of € I each, with ordinary rights, that were all assigned, 
between August 29, 2007 and September 30, 2007, to the 2006-2011 Share Allocation Time-Based Plan 
beneficiaries; 
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• On December 11, 2007, resolved a free increase in share capital, for a nominal amount off 139,962 by 
issuing up to 139,962 new ordinary shares. with a par value of€1 each, with ordinary rights, that were all 
assigned to some oftbe beneficiaries oftbe above stock allocation plans, contextually to the early 
tennination of the respective employment relationships; 

• On April 22, 2008, resolved a free increase in share capital, for a nominal amount 0[€155,497 by 
issuing up to 155,497 new ordinary shares, with a par value of€l each, with ordinary rights, that were all 
assigned to the beneficiaries of the 2006-2009 Share Allocation Plan and of the 2007-2010 Share 
Allocation Plan; and 

- On July 31, 2008, resolved to assign free of cbarge to the beneficiaries of the 2006-20 II Share 
Allocation Time-Based Plan an overall maximum amount of73,897 Lottomatica owned shares 
corresponding to the second instalment oftbe Plan that were all consigned between August 29, 2008 and 
September 13, 2008. 
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LOTIOMATICA GROUP AND SUBSmIARIES 
CONSOLlDA TED BALANCE SHEETS 

December 31 , 

(thousands of euros) NOIu 2008 2007 
ASSE:TS 
Non-curnnl assets 
Systems, equipment and other assets related to contracts. net 5 758,7 17 740,260 
Property, plant and equipment, net 6 86,023 63, 129 
Goodwill 7 3.086.297 2,793,186 
Intangible assets, net 8 853.1 46 740,613 
investments in associates 6,093 2.816 
Other non-CU!Tent assets I. 21,380 36,393 
Non.-current financial assets " 390 5,765 
DefelTCd income laxcS 12 235,42 1 160,758 

Total non-cu~t assets 5,047,467 4 ,542,920 

C urrtnt assets 
Inventories 13 129,560 106,982 
Trade and other receivables 14 173.595 695,222 
Other current assets I. 65.160 49,845 
Current financial assets " 20,288 19.611 
Income taxes receivable 5,654 2,051 
Cash and cash equivalents 15 109.274 434,065 
Total current assets 1.103.53 1 1,307,776 

Non<urrent assets classified as held for sale 16 7.456 

TOTAL ASSETS 6,158,454 5.850,696 

EQUITY AND LlA.8TLlTIP..s 
Equity attributable to ftluity holders or the pareot 
Issued capital 152,287 151,899 
Share premium 1, 139,071 1,574,956 
Treasury shares (73,1 84) 
Retained earnings 95,647 75,47 1 
Other reserves 17 295, 174 (I 14,i77) 

1,608,995 1,688,049 
Minority interests 58,428 45,142 

TotaJ equity 116671423 11733, 191 

Non-current liabilities 
Long-term debt, less current portion " 2.573,802 2, 143,722 
Deferred income wes 12 441,409 452,735 
Long-term provisions I. 27.042 23,709 
Other non-currentl iabilities 2. 48,339 54,463 
Non-cum:nt financial liabilities " 134,604 48,419 

TotaJ ooo..(urnot liabilities 3,225, 196 2,723,048 

Current Iiabilitit.!l 
Accounts payable HOO,653 602,556 
Short-term borrowings " 60,848 7,6 10 
Other current liabilities 2. 278,751 218,882 
Current financial liabil ities " 12,74 1 16,210 
Current portion ofiollg- tt no debt " 61,109 487,384 
Short-term provisions 

" 
2,27(i 538 

Income taxes payable 49,457 61 ,277 

Total current liabilities 1,265,835 1,394,457 

TOTAL EQUITY AND LIABILITIES 6, 158,454 5,850,696 
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LOTIOMA TICA GROUP AND SUBSIDIARIES 
CONSOLIDATED INCOME STATEMENTS 

For the ;tear ended December 31 

(thousands of euros) Notes 2008 2007 

SelVice revenue 1,818,267 1,580,345 
Product sales 240.673 81 ,046 
Total revenue 4 2,058,940 1,661 ,391 

Raw materials, services and other costs 991,247 693,459 
Personnel 410,513 369,295 
Depreciation and amonizalion 311,556 273,319 
Impairment losses 25 100,778 8,526 
Capitalization of internal construction costs - labor and overhead (95,1 49) (78,131) 

Total costs 1,718,945 1,266,468 

Oper.tling income 4 339,995 394,923 

Interest income 10,955 12,913 
Equity income (loss) (1,825) 753 
Other income 6,193 18,705 
Other expense (2,699) (3,357) 
Foreign exchange gain (loss), net 21 10,352 (33 ,705) 
Interest expense 22 P77,555) {193,816) 

{154,579) {198,507) 

Income bdore Income tax expense 185,416 196,416 

Income tax expense 12 47,546 90,452 

Net income 137,870 105,964 

Attributable to: 
Equity holders of the parent 93,748 74,049 
Minority interest 44,122 31.915 

137.870 105.964 

Earnings per sharelADRs 
Basic - net income attributable to equity holders of the parent 23 € 0.62 € 0.49 
Diluted - net income attributable to equity holders of the parent 23 € 0.62 € 0.49 
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CONSOLIDATED CASH FLOW STATEMENTS 

(thousands of ~uros) 

Operating activities 
Income before income tax expense 
Adjustments to reconcile income before income tax expense to net cash flows 

NOles 

Depre'CiatiQn 5,6 
Intangibles amortization 8 
Other amortization 
Impairment losses 25 
Interest income 
Interest expense 22 
Unrealized foreign exchange (gain) loss 21 
Share-based payment expense 26 
Other non~1 items 
Income tax paid 

Cash nows before changes in operating assets and liabilities 
Changes in operating assets and liabilities: 

Inventories 
Trade and other receivables 
Account5 payable 
Advance payments from customers 
Taxes other than income taxes 
Other assets and liabilities 

Net cash nows from operating activities 

Investing activities 
Acquisitions 
Acquisitions - cash acquired 
Purchases of systems, equipment and other assets related to contracts 
Purchases of property, plant and equipment 
Purchases of intangible assets 
Finsoft contingent consideration 
Other investments 
Toto Carovigno S.p.A. escrow payment 
Refundable perfonnance deposit 
Interest received 
Net cash proceeds from the $3.1e of POLCARD S.A. 

O"'~ 
Net cash noW!! used in inl"tsting activities 

Finandng activities 

Principal payments on long-term debt 
Interest paid 
Dividends paid 
Treasury share purchases 
Dividends paid - minority interest 
Debt issuance costs 
Proceeds from exercise of stock options 
Net proceeds from (repayment of) short-tenn borrowings 
Proceeds from issuance of long·term debt 
Proceeds from shares issued to employees at a discount 

O"'~ 
Net cash nows used in financing activities 

Net (decrease) increase in cash and cash equivalents 
Net decrease in cash associated with assets held for sale 
Effect of exchange rate changes on cash 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 
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For the year ended December 3 1 
2008 2007 

185,416 196,416 

225,460 20~ ,321 

86,276 68,192 
(180) ( 194) 

100,778 8,526 
(10,955) (12,9 13) 
177,555 193,8 16 
(16,336) 3 1,838 
14,682 2 1,346 

7,575 13 ,104 
(135,07 1) £58,252) 
635,200 667,200 

35.513 (31 ,911) 
(56,978) (145,220) 
122,539 (16,778) 
(43.914) 28,663 
(35.516) (797) 
23.960 2.602 

680,804 503,759 

(249,667) (48,688) 
39,689 22 

( 195,178) ( 178,332) 
(26,176) (13,835) 
( 18.439) (60,377) 
(13,415) 
(6, 187) (13,904) 
(4,368) 

1,345 6,176 
11 ,056 13,270 

166,727 
960 £722) 

(460,380) (129,663) 

(957,580) (40.924) 
(1 59,850) ( 180,188) 
(125,393) ( 119,695) 

(74,830) 
(3 1,357) (5,920) 

(9,113) 
2,915 3,892 

44,542 (6,066) 
763,440 

15,301 
293 1 ~97 

(546,933) (332.303) 

(326,509) 41 ,793 
4,117 

1,718 £81462) 
434,065 396,617 
109,274 434.065 
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For the yean ended December 3 1, 2008 and 2007 

Allriblltab\e 10 ~u;!.l holders oflho earent 

""'" Issued """ Trel$Ury Retained ,- Minority Totll 
(rhOflM/nds of t lmu) C.pia.1 Premium s_ Earnings (NOIe 11) T~I I.""", EQuity 

Balance I' Jan .... ry 1. 2007 150,7SO 1.637.701 3S.J~6 32.432 1.8S6,I29 17,487 1,813,616 

Flir volue Or;nl~ ""Ie IwapI, net ora." mill;"" oru . henefiu(Nnte H) (9. 199) (9. 199) (9.199) 
An1OI'Iization ofunrt>COgQized gl;n on inlcrul rate swap (570) (510) (S70) 
U=opized net pin on deriVIIlj"" insuuments .... ' "ffO.2 mi nion of WI uptnJe '" '" '" FORigll o:urrency U'altSlation, net of€ 16.2 million ofwr. bc:nc: li l' {I S2380) {152380) (152,380) 

TO\.l!;rooomc..-d c~pensc rorogn~ diKeII)' in equity (16 1.887) (1 61,887) ( 16 1,887) 

Nel income 74049 741)49 319 15 105,964 

TO\.ll;rooomc and expense for the year 74.1)49 (161.8117) (81,838) )1,9]5 (55,923) 
Dividend distribution (ro.n per Iharc) (Note 28) (69.2 14) (30,343) (20,L)8) ( I L9,695) (119.695) 
Approprialion of 2006 income io .a:ordance wilh Ita lian law ( 11 .814) (2,345) 14.159 
Shares issued upon e~en:iSl: ofllock options ". 3.584 3,892 3.892 
Shares i!.StlCd 10 cmplo)"CCS'1 .di5coo.ml in eonllOC:tion wilh!he aequi,ition ofGTECH 

'" 14.699 15,301 15,301 
S~ plymr:tlt (Note 26) 21,346 21,346 21,346 
ShaRI ilsl>ed undc-r stock lward plans '" (239) 
Divide"" dillribution (5.920) (5.920) 
UIher movements in equity !IIW» jl UlI6) 

1 "" 
,,, 

BaLance . 1 ~ 31, 2007 151.899 1.514.956 75,471 (11 4.277) 1.688,049 45.142 1,733.191 

Fli. val ... of inlCfCSt 131<: swaps, nc:t of€22.7 million of tax bendiu (Note Jl) (39.925) (39,m) (39.925) 
Amortization of wtreeO&Jlizcd p in 011 intcrcll ralUwop (570) (S70) (570) 
Unn=pized DCt gain on deriViltive h\5trumtllll.!'Ie1 of€O.6 mil lion ofw: upl'IISe '" '" '" Unr«Ogni7.ed n.et pin on available for pie in~tmcnl 88 88 88 
f IM"Cign CUrmlCY ...... 'wion. ~ ofE1S.0 mi llion ofmx e.pertHO 54228 51228 54,228 

TOIlI ioromc: and txpc1l5C I'«Ognizcd di=tly in equity 14.428 14.428 14,428 

Nel income 93 148 93 U8 44,122 137.870 

TOIlI income and expense for the year 93,748 14,428 108,176 44,122 152,298 

Di vide"" distribution (€O.825 per shan:) (N~ 28) (56,471) (68.922) (125.393) (125.)93) 

Treasury share pun:hase plan (456,926) 456,926 
TTea5W)' shares purcllased (3 ,943.022 shires) 74,830 (74,830) (14.810) (14,830) (74,830) 
Appropri.tion of2007 income in KCOIlIance with Italian I.w (n) 77 
Share' iS$1>ed upon uen:isc of nock options m "" 2,915 2.9]5 
Share4wcd paymr:tll (Note 26) 14,682 14,682 14,682 

S~, iS$1>ed under 'lOCk.'VIIf1l pllns '" I.'" (1,80 1) 

Divide"" dillribulion (31,357) (3 1,357) 

l'utlcall oplion arising from business combination (Note 3) (5,461) (5,461) (S,461) 

Other movements in equity ... {l l) 85' m 1,378 

B.lan« 1\ December 31, 2008 152.281 1,139071 (73,1&4) 9',647 295,174 1.6080)95 58A28 1,667."23 
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LOTTOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. Corporate information 

Lottomatica S.p.A. is ODe of the leading gaming operators in the world based on total wagers and. through its 
subsidiary GTECH Corporation, is a leading provider of lottery and gaming technology solutions worldwide. 

In these noles, the tenn "Loltomatica" refers to Lottomatica S.p.A., the parent entity and its subsidiaries excluding 
GTECH; the term "GTECH" refers to GTECH Corporation and its subsidiaries; and the terms "Group, "we," "our," 
and "us" refer to Lottomalica and all subsidiaries included in the consolidated fmancial statements . 

LOtlomatica is a joint stock company incorporated and domiciled in the Republic of Italy, and its registered office is 
located at Viale del Campo Boario. Rome, Italy. Lottomalica's principal activities are described in Note 4. 

Lollomatica is majority owned by the De Agostini Group, a century-old publishing, media, and financial services 
company and is publicly traded on the Italian Stock Exchange under the trading symbol "L TO". LOllomatica has a 
Sponsored Level 1 American Depository Receipt (ADR) program listed on the United States over the counter market 
under the trading symbol "L nOY". 

The consolidated financial statements for the year ended December 31. 2008 were authorized for issuance in 
accordance with a resolution of the Board of Directors on March 5, 2009. On this date. the Board of Directors also 
proposed to d istribute a dividend of€O.68 per share. 

2.1 Basis of preparation 

The consolidated financia l statements have been prepared on a historical cost basis, except for those items measured at 
fair value as disclosed in the accounting policies below. The consolidated financial statements are presented in euros 
and all values are rounded to the nearest thousand (€OOO) (except share and per share data) unless otherwise indicated. 
The Group presents its cash flows using the indirect method. 

Statement of Complillnce 
The consolidated financial statements of the Group have been prepared in accordance with International Financial 
Reporting Standards (IFRS) as adopted by the European Union. 

Basil· uj cunsulidatiun 
The consolidated financial statements include the fmandal statements of Lottomatica and its subsidiaries as of 
December 3 1 each year. The financial statements of significant subsidiaries are prepared for the same reporting year 
as the parent company, using consistent accounting policies. 

Subsidiaries are those entities in which the Group, directly or indirectly, has an interest of more than one halfof the 
voting rights or otherwise has control. directly or indirectly. over the entities' operations so as to obtain benefits from 
the enti ties' activities. Subsidiaries are fully consolidated from the date of acquisition. being the date on which the 
Group obtains control, and continue to be consolidated until the date that such control ceases. 

All intra-group balances, transactions, income and expenses, and gains and losses resulting from intra-group 
transactions are eliminated. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2.1 Basis of preparation (continued) 

Minority interests represent the portion of profit or loss and net assets not held by the Group and are presented 
separately in the consolidated income statement and within equity in the consolidated balance sheet, separately from 
parent shareholders' equity. Acquisitions of minority interests are accounted for using the entity method, whereby the 
difference between the consideration and the book value ofthc share of net assets acquired is recognized in equity. 

ReclassiftcaHons 

December 31 , 2007 Con$Olidated Balance Sheet 
The Group changed the December 31, 2007 presentation and classifi cation of contingent consideration associated with 
the July 2, 2007 acquisition of Finsoft Limited ("Finsoft") to more appropriately reflect its classification as a financial 
liability as summarized below. Consolidated net financial position was revised accordingly to include the contingent 
consideration (Note 15). 

December 31, 2007 
As As Previously 

(thousands of euros) Adjusted Re~rted Reclassification 
Liabilities 
Other non·current liabilities 54,463 63,260 (8,797) 
Non..current financial liabilities 48,419 39,622 8,797 
Other eurrrcnl liabilities 218,882 230,548 (11 ,666) 
Current financial liabilities 16,210 4,544 11,666 

Consolidated net financial position 2,249,669 2,229,206 20,463 

2.2 Changes in accounting policies and disclosures 

The Group' s accounting policies are consistent with those of the previous financial year except the Group adopted new 
International Accounting Standards Board (lASB) and International Financial Reporting Interpretations Committee 
(IFRlC) amendments and interpretations during the year as described below. Adoption of these amendments and 
interpretations did not have a material effect on the financial position or perfonnance of the Group; however, they 
gave rise to additional disclosures, including, in some cases, revisions to accounting policies. 

lAS 39 FinanciallnstnJments: Recognition and Measurement and IFRS 7 Financial Instruments: Disclosures 
(Revised) 
The Group adopted lAS 39 and lFRS 7 (Revised) on July I , 2008, which permits and entity to reclassify non· 
derivative financial assets (other than those designated at fair value through profit or loss upon initial recognition) out 
of the fair value through profit or loss category in specific circumstances. The amendments also permits an entity to 
transfer from the available~for~sale category to the loans and receivables category a fmaneial asset that would have met 
the defmition ofloans and receivables had it not been designated as available~for~sale . Such a reclassification is 
possible only if the entity has the intention and ability at the time of reclassification to hold that fwancial asset for the 
foreseeable future or until maturity. The adoption of these amendments had no material impact on the financial 
position or perfonnance of the Group. 
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LOTIOMA TICA G ROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2.2 Changes in accounting policies and disclosu['ts (continued) 

IFRlC II/FRS 2 - Group and Treasury Share Transactions 
The Group adopted lFRlC li on January 1,2008, which requires arrangements whereby an employee is granted rights 
to an entity's equity instruments to be accounted for as an equity-settled transaction, even if the entity buys the 
instruments from another party. or the shareholders provide the equity instruments needed. The adoption of this 
interpretation had no material impact on the financial position or perfonnance of the Group. 

IFRlC 14 lAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Illteraction 
The Group adopted lFRlC 14 on January 1, 2008. which provides guidance on how to assess the limit on the amoun t 
of surplus in a defined benefit plan that can be recognized as an asset under lAS 19 Employee Benefits. It also 
explains how the pension's asset or liability may be affected when there is a statutory or contractual minimum funding 
requirement. The adoption of this interpretation had no material impact on the financial position or performance of the 
Group. 

IFRlC 16 Hedges of a Net Investment in a Foreign Operation 
The Group early adopted lFRlC 16 on October I, 2008, which provides guidance on the accounting for a hedge of a 
net investment. As such it provides guidance on identifYing the foreign currency risks that qualifY for hedge 
accounting in the hedge of a net investment, where within the group the hedging instruments can be held in the hedge 
of a net investment and how an entity should determine the amount of foreign currency gain or loss, relating to boih 
the net investment and the hedging instrument, to be recognized on disposal of the net investment. The adoption of 
this interpretation had no material impact on the fmanc ial position or performance of the Group. 

The following lFRlC interpretations became effective during 2008 but were not applicable to the Group: 

IPRIC 12 Service Concession Arrangements 
lFRlC 12 became effective on January 1,2008 and applies to service concession operators and explains how to 
account for the obligations undertaken and rights received in service concession arrangements. Service concession 
arrangements are arrangements whereby a government or other body grants contracts for the supply of public services, 
such as roads, prisons or hospitals, to private operators. 

IFRlC /3 Customer Lo)'alty Programmes 
IFRlC 13 became effective on July I, 2008 and provides guidance on the accounting by an entity that grants loyalty 
award credits (such as "points" or travel miles) to customers who buy other goods or services. 

2.3 Significant accounting judgments, estimates and assumptions 

The preparation of the Group's financial statements requires management to make judgments, estimates and 
assumptions that affect the reported amounts of revenues, expenses, assets, liabilities, and the disclosure of contingent 
liabilities, at the reporting date. However, uncertainty about these assumptions and estimates could result in outcomes 
that may require a material adjustment to the carrying amount of the asset or liability affected in the future . 

Judgments 
In the process of applying the Group's accounting policies, management has made the foUowingjudgment, apart from 
those involving estimations, which has the most significant effect on the amounts recognized in the consolidated 
financial statements: 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2.3 Significant accounting judgments, estimates and assumptions (continued) 

Finance and operating lease commitments 
The Group leases the GTECH world headquarters facility (land and building) in Providence, Rhode island, USA. The 
Group detennined that the present value of the future minimum lease payments for the building amounts to 
substantially all of the fair value relating to the Group's portion of the building and therefore accounts for its portion of 
the building as a finance lease. The Group also detennined that since title to the land will never transfer to the Group, 
the land is accounted for as an operating lease. 

Estimates and assumptions 
The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date 
that have a significant risk of causing a material adjustment 10 the carrying amounts of assets and liabili ties within the 
next financial year are discussed below. 

Impairment oj Systems, Equipment and Other Assets Re14ted to Contracts 
The carrying values of systems, equipment and other assets related to contracts are reviewed for impainnent when 
events or changes in circumstances indicate that the carrying value may not be recoverable. This requires management 
to make an estimate of the expected future cash flows from the assets and also to choose a suitable discount rate in 
order to calculate the present value of those cash flows. The carrying amount of systems, equipment and other assets 
related to contracts at December 3 1, 2008 and December 31, 2007 was 858.7 million and €740.3 million, respectively. 
Further details are provided in Notes 5 and 25. 

Impairment of Goodwill 
The Group detennines whether goodwill is impaired at least on an annual basis. This requires an estimation of the 
"value in use" of the cash-generating units to which the goodwill is allocated. Estimating a value in use amount 
requires management to make an estimate of the expected future cash flows from the cash-generating unit and also to 
choose a suitable discount rate in order to calculate the present value of those cash flows. The carrying amount of 
goodwill at December 31 , 2008 and December 31, 2007 was €3.1 billion and €2.8 billion, respectively. Further details 
are provided in Notes 7, 9 and 25 . 

Impairment oj Intangible Assets 
The Group detennines whether intangible assets with indefmite useful lives are impaired at least on an annual basis. 
This requires management to make an estimate of the expected future cash flows from the assets and also to choose a 
suitable discount rate in order to calculate the present value of those cash flows. The carrying amount of intangible 
assets at December 31, 2008 and December 3 1, 2007 was €853.1 million and 840.6 million, respectively. Further 
details are provided in Notes 8, 9 and 25. 

Share-based payment transactions 
The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity 
instruments on the date they are gmnted. Estimating Cair value requ ires determining the most appropriate valuation 
model for a grant of equity instruments, which is dt:pendent on the terms and conditions of the grant. TIlis also 
requires detennining the most appropriate inputs to the valuation model including the expected life of the option, 
volatility and dividend yield and making assumptions about thcm. Thc valuation model and assumptions used arc 
disclosed in Note 26. 
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2.3 Significant accounlingjudgmenlS, estimates and assumptions (continued) 

Deferred Tax Assets 
Deferred tax assets are recognized for all unused tax losses to the extent that it is probable tbal taxable income will be 
available against which the losses can be utilized. Significant management judgment is required to determine the 
amount of deferred tax assets that can be recognizt:d, based upon tbe likely timing and level o f future taxable incom e 
together with future tax planning strategies. The carrying value of recognized tax losses and unrecognized tax losses 
at December 31, 2008 was €45.4 million and €3.7 million, respectively. The carrying value of recognized lax losses 
and unrecognized tax losses at December 31, 2007 was Ell .8 million and €IO.7 million, respectively. Further details 
are provided in Note 12. 

2.4 Summary ot roignificant accounting policier. 

Business combinations and goodwill 
Business combinations are accounted for using the purchase method. The cost of an acquisition is measured as the 
fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange, 
plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities 
assumed in a business combination are measured initially at fair values at the date of acquisition, regardless of the 
extent of any minority interest. 

For business combinations where the Group has a put option with respect to the minority shares, tbe Group determines 
whether it has a present ownership interest in those minority shares. If the Group determines that it has a present 
ownership interest in the minority shares, the acquisition is accounted for as an acquisition of those underlying shares 
and no minority interest is recognized. The cost of the acquisition includes the estimated fair value of the liability to 
the minority shareholders. Following thc initial accounting, all changes in the carrying amount of the liability are 
adjusted against goodwill, except for the unwinding of the discount due to the passage of time which is recognized in 
the income statement. 

If the Group detennines it does not have a present ownership interest in the minority shares, the minority interest is 
attributed its share of profits and losses of the acquiree after the business combination. At each reporting date, the 
amount of the minority interest is presented in the balance sheet as a fmancialliability. Any difference between the 
present value of the amount payable to the minority shareholders and the minority interest is reclassified to equity. 

Goodwill is initially measured at cost, being the excess of the cost of the business combination over the Group's share 
in the net fair value of the acquiree's identifiable assets, liabilities and contingent liabilities. Ifthe cost of an 
acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is recognized directly in 
the income statement. 

Following initial recognition, goodwill is measured at cost less accumulated impairmentiosses. For the purpose of 
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the 
Group's cash-generating units, or groups of cash-generating units, that are expected to benefit from the synergies of 
the combination, regardless of whether other assets or liabilities of the acquiree are assigned to tbose units or groups 
of units. 
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2.4 Summary or significant accounting policies (continued) 

Where goodwill forms part of a cash-generating unit and part oftbe operation within that unit is disposed of, the 
guotlwill associated with the operation disposed oris incl uded in the carrying allloWlt of the operations when 
determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured 
based on the relative values of the operation disposed of and the portion of the cash-generating unit retained. 

Investment in an associate 
An associate is an entity in which the Group has significant influence and which is neither a subsidiary nor a joint 
venture. This is generally evidenced by ownership of between 20010 and 50% of the voting rights. Associates are 
accounted for by the equity method of accounting, from the date that significant influence commences, until the date 
that significant influence ceases. 

Under the equity method, the investment in the associate is carried in the balance sheet at cost plus post acquisition 
changes in the Group's share of net assets ofthe associate. Goodwill re lating to the associate is included in the 
carrying amount of the investment and is not amortized or separately tested for impairment. The income statement 
reflects the Group's share of the results of operations of the associate. Where there has been a change recognized 
directly in the equity of the associate, the Group recognizes its share of any changes and discloses this, when 
applicable, in the statement of changes in equity. Unrealized gains and losses resulting from transactions between the 
Group and the associate are eliminated to the extent of the interest in the associate. 

TIle share of profit or loss of associates is included in equity income (loss) on the face of the income statement. This is 
the profit or loss attributable to equity holders of the associate after tax and minority interest in the subsidiaries of the 
associates. 

The financial statements of the associate are prepared for the same reporting year as the parent company. Where 
necessary, adjustments are made to bring the accounting policies in line with those of the Group. 

After application of the equity method, the Group determines whether it is necessary to recognize an additional 
impairment loss on the Group's investment in its associates. The Group determines at each balance sheet date whether 
there is any objective evidence that the investment in the associate is impaired. If this is the case. the Group calculates 
the amount of impairment as the difference between the recoverable amount of the associate and its carrying value and 
recognizes the amount in the income statement. 

Interest in a joint venture 
A joint venture is a contractual arrangement whereby two or more parties undertake an economic activity that is 
subject to joint control, and a jointly controlled entity is a joint venture that involves the establishment of a separate 
entity in which each venturer has an interest. The Group recognizes its interests in joint ventures using proportionate 
consolidation. The Group combines its share of each of the assets, liabilities, income and expenses of the joint venture 
with similar items, line by line, in its consolidated financial statements. The financial statements of the joint venture 
are prepared for the same reporting year as the parent company, using consistent accounting policies. Adjustments are 
made where necessary to bring the accounting policies in line with those of the Group. 

Adjustments are made in the Group 's consolidated financial statements to eliminate the Group's share of intragroup 
balances, income and expenses and unrealized gains and losses on transactions between the Group and its jointly 
controlled entity. Losses on transactions are recognized immediately if the loss provides evidence ofa reduction in the 
net realizable value of current assets or an impairment loss. The joint ventwe is proportionately consolidated until the 
date on which the Group ceases to have joint control over the joint venture. 
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2.4 Summary of significant accounting policies (continued) 

Non-current assets held Cor sale 
Non-current assets and disposal groups classified as held for sale are measured al the lower of carrying amount and 
fair value less costs to sell. Non-current assets and disposal groups are classified as held for sale if their canying 
amowlts will be recovered through a salt: transaction rdther than through continuing USl:. This condition is regarded as 
mel only when the sale is highly probable and the asset or disposal group is available for immediate sale in its present 
condition. Management must be committed to the sale, which should be expected 10 qualify for recognition as a 
completed sale within one year from the date of classification. Property. planl and equipment once classified as held 
for sale are not depreciated. 

Foreign currency translation 
The consolidated financial statemenL .. are presented in euros, which is the Group's functiona l and presentation 
currency. The functional currency for tbe majority of the Group's foreign subsidiaries is the applicable local currency 
and items included in the financial statements of each subsidiary are measured using that functional currency. For 
those subsidiaries, we translate assets and liabilities at exchange rates in effect at the balance sheet date. and income 
and expense accounts at weighted average exchange rates. The resulting foreign currency translation adjustments are 
recorded in other reserves within the equity section of our consolidated balance sheets. The US dollar to euro 
exchange rate was 1.391 7 at December 31,2008 and 1.472 1 at December 31, 2007. 

Transactions in foreign currencies are initially recorded at the functional currency exchange rates in effect at the date 
of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional 
currency exchange rate in effect at the balance sheet date. The resulting foreign currency translation adjustments are 
recorded in our consolidated income statement with the exception of adjustments that arise on monetary items that, in 
substance, form part of the net investment in foreign operations (such as intragroup loans where settlement is neither 
planned nor likely to occur in the foreseeab le future) which are recorded in a separate component of equity. 

Nonmonetary items that are measured in terms of historical cost in a foreign currency are translated using the 
exchange rates as of the date of the initial transaction. Any goodwill arising on the acquisition of a foreign operation 
and any fair value adjustments to the carrying amounts of assets and liabilities arising on the acquisition are treated as 
assets and liabilities of the foreign operation and translated at the closing rate. 

for those foreign subsidiaries operating in a highly inflationary o;;onomy or whose functional currency is the United 
States dollar, nonmonetary assets and liabilities are translated at historical rates and monetary assets and liabilities are 
translated at CUTTent rates. The resulting foreign currency translation adjustments are recorded in our consolidated 
income statement. 

Revenue recognition 
Revenue is recognized to the extent that it is probable the economic benefits associated with the transaction will flow 
to the Group and the amount of revenue can be reliably measured. Revenue is measured at the fair value of the 
consideration received, excluding discounts. Specific recognition criteria must also be met before revenue is 
recognized as discussed below. 

Lottery, gaming, sports betting, interactive, and transaction processing services 
We generally conduct our business under three types of contractual arrangements: Operating Contracts, Facilities 
Management Contracts and Product Sales Contracts. 
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2.4 Summary of signlficant accounting policies (continued) 

Operating contruc/~' 

Certain of OUT revenue, primarily revenue from Italian operations, are derived from operating contracts. Under 
operating contracts, we manage all the activities aloDg the lottery value chain including collecting wagers, paying out 
prizes, managing all accounting and other back~office functions , running advertising and promotions, operating data 
transmission networks and processing centers, training staff, providing retailers with assistance and supplying 
materials for the game. We also provide sports pools and sports belting services. Under sports pools arrangements, 
we manage the sports pool whereby the sports pool prizes arc divided among those players who select thc correct 
outcome. There are no odds involved in sports pools and each winner's payoff depends on the number of players and 
the size of the pooL We also set odds and assume risks under fixed odds sports betting contracts. Fees earned under 
operating contracts are recognized as revenue in the period earned and are classified as service revenue in our 
consolidated income statement when all of the fo llowing criteria are mel: 
• Persuasive evidence of an arrangement exists, which is typically when a customer contract bas been signed 
• Services have been rendered 
• Our fee is deemed 10 be fixed or detenninable and free of contingencies or significant uncertainties 
• Collectibility is reasonably assured 

Under sports pools arrangements, we collect the wagers, pay prizes, pay a percentage fee to retailers, withhold our fee , 
and remit the balance to the respecti ve regulatory agency. We assume no risk associated with sports pool wagering. 
We record revenue net of prize payouts, taxes, retailer commissions and remittances to state authorities, because we 
are acting ~ an agent to the authorities. 

In sports betting contracts, we establish and assume the risks related to the odds. Under fixed odds betting, the 
potential payout is fixed at the time bets are placed, and because we bear the risk of odds setting, we can make or lose 
money. We are responsible for collecting the wagers, paying prizes, and paying fees to retailers. We retain the 
remaining cash as profits. Under these arrangements, we record revenue net, calculated as total wagers less the 
estimated payout for prizes, because the betting contract is considered a derivative and is required to be recorded at 
fair value. Taxes and retailer commissions are shown as expenses. 

Facilities management contracts 
A substantial portion of our revenue is derived from facil ities management contracts, under which we construct, 
install, operate and retain ownership of the online system. These contracts generally provide for a variable amount of 
montbly or weekly service fees paid to us directly from our customer based on a percentage of sales or net machine 
income. Fees earned under facilities management contracts are recognized as revenue in the period earned and are 
classified as service revenue in OUT consolitJaloo income statement when all of the following criteria are met 
• Persuasive evidence of an armngement exists, which is typically when a customer contract has been signed 
• Services have been rendered 
• Our fee is deemed to be fixed or determinable and free of contingencies or significant uncertainties 
• Collectibility is reasonably assured 

In instances where customer acceptance of the product or system is required, revenue is deferred until all the 
acceptance criteria have been met. 
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Product sales contracts 

Under multiple element product sales contracts, we construct, sell, deliver and install a turnkey system or deliver 
equipment, and license the computer software fo r a fixed price, and OUf customer subsequently operates the system. 
Product sale contracts generally include customer acceptance provisions and general customer rights to terminate the 
contract if we are in breach of the contract. 

Because product sales contracts include significant customization. modification and other services prior to customer 
acceptance that are considered essential to the software inherent in our systems. revenue is recognized using contract 
accounting upon customer acceptance as long as the cost to deliver remaining obligations or elements to the custom er 
can be reasonably estimated. Upon revenue recognition, sufficient revenue is deferred associated with estimated costs 
to deliver any remaining elements to the customer. Multiple elements are generally recorded as a single unit of 
accounting at an overall blended margin. Customer acceptance milestones typically coincide with phases of delivery 
resulting in a percentage of completion recognition of product sales revenues. Amounts due to us and costs incurred 
by us in constructing the system prior to customer acceptance are deferred. We recognize losses, if any, on fixed price 
contracts when the amount of the loss is probable and detenninable. Revenue attributable to the system is classified as 
product sales in our consolidated income statement and is recognized upon customer acceptance as long as there are no 
substantial doubts regarding collectibili ty. 

Revenucs attributable to any ongoing scrviees provided subsequent to customer acceptancc ore classified as service 
revenue in our consolidated income statement in the period earned. 

In certain product sale contracts (primarily the stand alone sale of lottery or video lottery tenninals and software 
deliverables that do not involve significant customization of software) where we are not responsible for installation. 
we recognize revenue when all of the following criteria are met: 
• Persuasive evidence of an arrangement exists, which is typically when a customer contract has been signed 

• The product has been delivered 
• Our fee is deemed to be fixed or determinable and free of contingencies or significant uncertainties 
• Collectibility is reasonably assured 

In instances where customer acceptance of the product is required, revenue is deferred until any acceptance criteria 
have been met. 

In instances where installation is required, and/or other post contract customer support (peS) is included, revenue is 
deferred until installation is complete and is then recognized over the contracted PCS period, unless a fair value 
revenue amount is determinable for the installation and PCS obligations. In the cases where a fair value revenue 
amount is detenninable. that amount is deferred and recognized when the installation obligation is complete and, for 
pes, over the remaining contracted PCS period. 

Our typical payment terms under product sale contracts include customer progress payments based on specific contract 
milestones with final payment due on or shortly after customer acceptance. 
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In those cases where we provide extended payment terms to OUI customer, we consider the standard business 
environment of the customer and industry to determine if extended paymenllenns are a common practice. Where 
extended payment terms are nol our typical profile, terms that extend substantially beyond the date the product is 
delivered, may result in the necessity to defer revenue (no morc than 6 to 9 months payment extension would be 
acceptable). In such cases, it is presumed tbat the fee is not fi xed or determinable. In other cases where it is an 
industry practice to provide extended payment tenns, we consider the impact of the extended payment terms on the 
ability to reliably measure revenue and costs due to the time value of money, credit risk associated with the extended 
payment term~, the potential for fee reduction~, and the ri~k of future concessions. Depending on these considerations, 
revenue recognition for transactions with extended payment tenos may be permitted whereby the nominal amount of 
the revenue is recorded at a discount to take into consideration the time value of money. No upfront revenue is 
currently being recorded. 

Non-lonery commercial transaction processing services 

We offer high-volume transaction processing services outside of our core market of providing online lottery services 
that consist of the acquiring, processing and transmission of commercial non-lottery transactions. Such transactions 
include bi ll payments, e lectronic tax payments, utili ty payments, prepaid cellular telephone recharges and retail-based 
programs. 

We eam a fee for processing commercial non-lottery transactions that is transaction-based (a fixed fee per transaction 
or a fee based on a percentage of monetary volume processed). We recognize these fees as service revenue at the time 
a transaction is processed based on the net amount retained. 

Deferred revenue and liquidated damage assessments 

Amounts received from customers in advance of revenue recognition are recorded in other current liabilities in our 
consolidated balance sheets. We generally record liquidated damage assessments, which are penalties incurred due to 
a failure to meet specified deadlines or performance standards, as a reduction of revenue in the period they become 
probable and estimable. 

Interest income 
Revenue is recognized as interest accrues using the effective interest method. 
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Income taxes 

Current income tax 
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be 
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those 
that are enacted or substantively enacted by the balance sheet dale. 

Deferred income tax 
Deferred income tax is provided using the liability method on temporary differences at the balance sheet date between 
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

Deferred income tax assets are recognized for all deductible temporary differences. carry·forward of unused tax credits 
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible 
temporary differences, and the carry-forward of unused tax credits and unused tax losses can be utilized except: 
• Where the deferred income tax asset relating to the deductible temporary difference arises from the initial 

recognition of an asset or liability in a transaction that is nol a business combination and, at the time of the 
transaction, affects neilher the accounting profit nor taxable profit or loss; and 

• In respect of deductible temporary differences associated with investments in subsidiaries, associates and interests 
in joint ventures, deferred tax assets are recognized only to the extent that it is probable that the temporary 
differences wi ll reverse in the foreseeable future and taxable profit will be available against which the temporary 
differences can be utilized, 

The carrying amount of deferred income 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 deferred income 
tax asset to be utilized. Unrecognized deferred income tax assets are reassessed at each balance sheet date and are 
recognized to the extent that it has become probable that future taxable profit will allow lhe deferred tax asset to be 
recovered. 

Deferred tax Uabilities are recognized for all taxable temporary differences, except: 
• Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a 

transaction tbat is not a business combination and, at the time of the transaction, affects neither the accounting 
profit nor taxable profit or loss; and 

• In respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in 
joint ventures, where the timing of the reversal of the temporary differences can be controlled and it is probable 
that the temporary differences will not reverse in the foreseeable future. 

Deferred income lax assets and liabilities are measured at the tax rates that are expected to apply to the year when the 
assel is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively 
enacted al the balance sheet date. 

Income tax relating to items recognized directly in equity is recognized in equity and nol in Ihe income statement. 
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Post employment benefits 
The Group has a defmed benefit plan (staff severance fund) to provide certain post employment benefits to Italian 
employees following lenni nation from the Group. Italian employees may choose to participate in an unfunded plan 
within the Group or transfer their plan balance to independent extemal funds. These benefits are funded Dilly to the 
extent paid to the external funds. The cost of providing benefits under the plan, for those employees that participate in 
the unfunded plan within the Group. is detennined using the projected unit credit actuarial valuation method. The cost 
of providing benefits for those employees that choose to transfer their plan to independent external funds are 
considered as defined contributions and are accrued as the employees render the related service. Actuarial gains and 
losses are immediately recognized in the consolidated income statement. The defined benefit liability represents the 
present value of the Group's defined benefit plan obligation. 

Share-based payment transactions 
Employees of the Group may receive remuneration in the form of share-based payment transactions, whereby 
employees render services as consideration for equity instruments ("equity-settled transactions"). The cost of equity
settled transactions with employees is measured by reference to the fair value on the date they are granted. The fair 
value is determined using a binomial model, further details of which are provided in Note 26. 

The cost of equity-settled transactions is recognized, together with a corresponding increase in equity, over the period 
in which the performance and/or service conditions are fulfilled, ending on the date on which the relevant employees 
become fully entitled to the award ("vesting date"). The cumulative expense recognized for equity-settled transactions 
at each reporting date until the vesting date reflects the extent to which the vesting period has expired and the Group's 
best estimate of the number of equity instruments that will ultimately vest. The income statement charge or credit for 
a period represents the movement in cumulative expense recognized as of the beginning and end of that period. No 
expense is recognized for awards that do not ultimately vest. 

Where the terms of an equity-settled award are modified, at a minimum, an expense is recognized as if the terms had 
not been modified. In addition, an expense is recognized for any modification that increases the total fair value of the 
share-based payment arrangement or is otherwise beneficial to the employee as measured at the date of modification. 

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expen se 
not yet recognized for the award is recognized immediately. This includes any award where non-vesting conditions 
within the control of either the entity or the counterparty are not met. However, if a new award is substituted for the 
cancelled award, and designated as a replacement award on the date that it is granted, the cancelled and new awards 
are treated as if they were a modification of the original award, as described in the previous paragraph. 

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of earnings per 
share, further details of which are provided in Note 23. 
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Financial assets 

Initial recognition 
Financial assets within the scope of lAS 39 are classified as financial assets at fair value through profit or loss, loans 
and receivables, held-to-maturity investments, available-for-sale fmancial assets, or as derivatives designated as 
hedging instruments in an effective hedge, as appropriate. The Group determines the classification of its financial 
assets at initial recognition. 

Financial assets are recognized initially at fair value, plus, in the case of investments nol at fair value through profit or 
loss, directly attributable transaction costs. 

The Group's financial assets include cash and cash equivalents, trade and other receivables, loan and other 
receivables, available-for-sale financial instruments and derivative fmancial instruments. 

Subsequent measurement 
The subsequent measurement of fmancial assets depends on their classification as follows: 
• Financial assets at fair value through profit or loss; 
• Loans and receivables; 
• Held-to-maturity investments; or 

Available-for-sale fmancial assets 

Financial assets ilt fair value through profit or loss 
Financial assets al fair value through profit or loss include financial assets held for trading and fmancial assets 
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held for 
trading if they are acquired for the purpose of selling in the near term. This category includes derivative fmancial 
instruments entered into by the Group that do not meet the hedge accounting criteria as defined by lAS 39. 
Derivatives, including separated embedded derivatives are also classified as held for trading unless they are designated 
as effective hedging instruments. Financial assets at fair value through profit and loss are carried in the balance sheet 
at fair value with gains or losses recognized in the income statement. The Group has not designated any financial 
assets as at fair value through profit or loss. 

Loans and receivabhs 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an 
active market. Sucb fmancial assets are carried at amortized cost using the effective interest rate method. Gains and 
l o~"es are recognized in the con!'>olidated income !'>tatement when the loans and receivables are derecognized or 
impaired, as well as through the amortization process. 

Held-to-maturity investments 
Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held-to
maturity when the Group has the positive intention and ability to hold them to maturity. After initial measurement, 
held-to-maturity investments are measured at amortized cost using the effective interest method. This method uses an 
effective interest rate that exactly discounts estimated future cash receipts through the expected life of the financial 
asset to the net carrying amount of the fmancial asset. Gains and losses are recognized in the consolidated income 
statement when the investments are derecognized or impaired, as well as through the amortization process. The Group 
did not have any held-to-maturity investments during the years ended December 31, 2008 and 2007. 
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A vailable-for-sale financial assets 
Available-for-sale fmancial assets are non-derivative financial assets that are designated as available-for-sale or are not 
classified in any of the three preceding categories. After initial measurement, available-for-sale financial assets are 
measured at fa ir value with unrealized gains or losses recognized directly in equity until the investment is 
derecognized. at which time the cumulative gain or loss previously recorded in equity is recognized in the income 
statement, or detennined to be impaired, at which time the cumulative loss previously reported in equity is recognized 
in the income statement. 

Fina ncial liabilities 

Initial recognition 
Financial liabilities within the scope of lAS 39 are classified as financial liabilities at fair value through profit or loss, 
loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. Th e 
Group determines the classification of its fmanc ialliabilities at initial recognition. 

Financial liabili ties are recognized initially at fair value and, in the case of loans and borrowings, directly attributab le 
debt issuance costs. 

The Group's financial liabilities include trade and other payables, bank overdrafts. loans and borrowings, financial 
guardnlee cunlnicls, finance lease obligations and deri vative fmandal instnunents. 

Subsequent measurement 
The subsequent measurement of financial liabilities depends on their c lassification as follows: 
• Financial liabili ties at fai r value througb profit or loss; or 
• Loans and borrowings 

FinancialliabilitWs at fair value through profit or loss 
Financial liabilities at fa ir value through profit or loss include financial liabilities held for trading and financial 
liabilities designated upon initial recognition as at fair value through profit or loss. Financial liabilities are classified 
as held for trading if they are acquired for the purpose of selling in the near term. This category includes derivative 
financial instruments entered into by the Group that do not meet the hedge accounting criteria as defined by lAS 39. 
Gains or losses on liabilities held for trading are recognized in the income statement. 

Loans and borrowings 
After initial recognition, interest bearing loans and borrowings are subsequently measured at amortized cost using the 
effective interest rate method. Gains and losses are recognized in the consolidated income statement when the 
liabilities are derecognized as well as through the amortization process. 
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Financial guarantee contracts 
Financial guarantee contracts issued by the Group are those contracts that require a payment to be made to reimburse 
the holder for a loss it incurs because the specifi ed debtor fails to make a payment when due in accordance with the 
tt:nns ofa debt instrument. Financial guarantee contracts are recognized initially as a liability (with a corresponding 
asset) at fair value, adjusted for transaction costs that are directly attributable to the issuance of the guarantee. 
Subsequently, the liability is measured at the higher of the best estimate of the expenditure required to senle the 
present obligation at the balance sheet date and the amount recognized less cumulative amortization. 

Offsetting of financial instruments 
Financial assets and financial liabilities are offset and the net amount reported in the consolidated balance sheet when 
there is a currently enforceable legal right to ofT.<;et the recognized amounts and there is an intention to settle on a net 
basis, or to realize the assets and settle the liabilities simultaneously. 

Fair value of financial instruments 
The fair value of financial instruments that are actively traded in organized financial markets is detennined by 
reference to quoted market bid prices at the close of business on the balance sheet date. For financial instruments 
where there is no active market, fair value is detennined using valuation techniques. Such techniques may include 
using recent arm's length market transactions; reference to the current market value of another instrument that is 
substantially the same; discounted cash flow analysis; option pricing models or other valuation models. 

Amortized cost of fmandal instruments 
Amortized cost is computed using the effective interest method less any aUowance for impairment and principal 
repayment or reduction. The calculation takes into account any premium or discount on acquisition and includes 
transaction costs and fces that arc an intcgral pari of the effective interest rate. 

Impairment of financial assets 
The Group assesses at eaeh reporting date whether there is any objective evidence that a financial asset or a group of 
financial assets is impaired. A fmancial asset or a group of financial assets is deemed to be impaired if, an only if, 
there is objective evidence of impairment as a resul1 of one or more events that has occurred after the initial 
recognition of the asset (an incurred "loss event") and that loss event has an impact on the estimated future cash flows 
of the fmancial asset or the group of fmanc ial assets that can be reliably estimated. Evidence of impairment may 
include indications that tbe debtors or a group of debtors is experiencing significant fmancial difficulty, default or 
delinquency in interest or principal payments, the probability that they will enter bankruptcy or o ther fmancial 
reorganization and where obselVable data indicate that there is a measurable decrease in the estimated future cash 
flows, such as changes in arrears or economic conditions that correlate with defaults. 

If there is objective evidence that an impainnent loss has been incurred, the amount of the loss is measured as the 
difference between the asset's carrying amount and recoverable amount, calculated as the present value of estimated 
future cash flows. The estimated future casb flows take into account the risks specific to the asset and are discounted 
to their present value using a pre-tax discount rate that reflects current market assessments of tbe time value of money 
and the risks specific to the asset. 
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Derecognition of financial assets and liabilities 

FinanciLll assets 
A fmandal asset (or where applicable, a part of a financial asset or part ofa group of similar financial assets) is 
derecognized when: 
• The rights 10 receive cash flows from the asset have expired; 
• The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation 10 pay the 

received cash flows in full without material delay to a third party under a "pass through" arrangement; and either 
(a) the Group has transferred substantially all the risks and rewards of the asset; or 
(b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has 

transferred control of the asset. 

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through 
arrdDgement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred 
control of the asset, a new asset is recognized to the extent of the Group's continuing involvement in the asset. 
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the 
original carrying amount of the asset and the maximum amount of consideration that the Group could be required to 
repay. 

When oontinuing involvement takes the fOflTl of a written and/or purchased option (including a cash settled option or 
similar provision) on the trdIlsferred asset, the extent of the Group's continuing involvement is the amount of the 
transferred asset that the Group may repurchase, except that in the case of a written put option (including a cash settled 
option or similar provision) on an asset measured at fair value, the extent ofthe Group's continuing involvement is 
limited to the lower of the fair value of the transferred asset and the option exercise price. 

Financio.lliabilities 
A ftnancialliability is derecognized when the obligation under the liability is discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the 
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition 
of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is 
recognized in the income statement. 

Derivative financial instruments and hedge accounting 

Initial recognition and subsequent measurement 
The Group uses derivative financial instruments such as forward currency contracts and interest rate swaps to hedge its 
foreign market risks and interest rate risks, respectively. Such derivative financial instruments are initially recognized 
at fair value on the date on which a derivative contract is entered into and are subsequently remeasured at fair value. 
Derivatives are carried as financial assets when the fair value is positive and as fmancialliabilities when the fair value 
is negative. 

Any gains or losses arising from changes in fair value on derivatives during the year that do not qualify for hedge 
accounting and the ineffective portion of an effective hedge, are recogniz.ed in the consolidated income statement. 
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The fair value of forward currency contracts is the difference between the forward exchange rale and the contract rate. 
The forward exchange rale is referenced to current forward exchange rates for contracts with similar maturity profiles. 
The fair value of interest rate swap contracts is determined by reference to market values for similar instruments. 

For the purpose of hedge accounting, hedges are classified as: 
• Fair value hedges when hedging the exposure 10 changes in the fair value of a recognized asset or liability or an 

unrecognized finn commitment (except for foreign currency risk); or 
• Cash flow hedges when hedging exposure to variability in cash flows thai is either attributable to a particular risk 

associated with a recognized asset or liability or a highly probable forecast transaction or the foreign currency risk 
in an unrecognized finn commitment ; or 

• Hedges of a net investment in a foreign opemtion. 

At the inception of a hedge relationship, the Group fonnally designates and documents the bedge relationship to which 
the Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking the hedge. 
The documentation includes identification of the hedging instrument, the hedged item or transaction, the nature of the 
risk being hedged and how the entity will assess the hedging instrument's effectiveness in offsetting the exposure to 
changes in the hedged item's fair value or cash flows attributable to the hedged risk. Such hedges are expected to be 
highly effective in achieving offsetting changes in fair value or cash flows and are assessed on an ongoing basis to 
determine that they actually have been highly effective throughout the fmancial reporting periods for which they were 
designated. 

Hedges which meet the strict criteria for bedge accounting are accounted for as follows: 

Fair value hedges 
The change in the fair value ofa hedging derivative is recognized in the income statement. The change in the fair 
value of the hedged item attributable to the risk hedged is recorded as a part of the carrying value of the hedged item 
and is also recognized in the income statement. 

For fair value hedges relating to items carried at amortized cost, the adjustment to carrying valuc is amortized through 
the income statement over the remaining term to maturity. Amortization may begin as soon as an adjustment exists 
and shall bt:;giu 110 later tllall whell tile hedged item ceases to be adjusted for cbanges in its fair value attributable to the 
risk being hedged. 

If the hedge item is derecognized, the unamortized fair value is recognized immediately in the income statement. 

When an unrecognized finn commitment is designated as a hedged item, the subsequent cumulative change in the fair 
value of the flfTIl commitment attributable to the hedged risk is recognized as an asset or liability with a corresponding 
gain or loss recognized in the income statement. 

Cash floK' hedges 
The effective portion of the gain or loss on the hedging instrument is recognized directly in equity, while the 
ineffective portion is recognized immediately in the income statement. 

DOCUMENT REDACTED BY TLC -12-4·10 76 



GROUP 
2008 Annual Report 

LOTTOMA TICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2.4 Summary or significant accounting policies (continued) 

Amounts taken to equity are transferred to the income statement when the hedged transaction affects income or loss, 
such as when the hedged financial income or [maneial expense is recognized or when a forecast sale occurs. Where 
the hedged item is the cost ofa nOD-financial asset or non-financial liability, the amounts taken to equity are 
transferred to the initial canying amount of the non-fmancial asset or liability. 

If the forecast transaction or fmn conunitment is no longer expected to occur, amounts previously recognized in equity 
are transferred to the income statement. lfthe hedging instrument expires or is sold, tenninated or exercised without 
replacement or rollover, or if its designation as a hedge is revoked, amounts previously recognized in equity remain in 
equity until the forecast transaction or finn commitment occurs. If the related transaction is not expected to occur, the 
amount is recognized in the income statement. 

Hedges of a net investment in a foreign operation 
Hedges of a net investment in a fo reign operation, including a hedge of a monetary item that is accounted for as part of 
the net investment, are accounted for in a way similar to cash flow hedges. Gains or losses on the hedging instrument 
relating to the effective portion of the hedge are recognized directly in equity while any gains or losses relating to the 
ineffective portion are recognized in the income statement. On disposal of the foreign operation, the cumulative val ue 
of any such gains or losses recognized directly in equity is transferred to the income statement. 

Current versus non-current classification 
Derivative instruments that are not a designated and effective hedging instrument are classified as current o r non
current or separated into a current and non-current portion based on an assessment of the facts and circumstances (i.e. 
the underlying contracted cash flows). 

Where the Group will hold a derivative as an economic hedge (and does not apply hedge accounting), for a period 
beyond 12 months after the balance sheet date, the derivative is classified as non-current (or separated into current and 
non-current portions) consistent with the classification of the underlying item. 

Embedded derivatives that are not closely related to the host contract are classified consistent with the cash flows of 
the host contract. 

Derivative instruments that are designated as, and are effective hedging instruments. are classified consistent with the 
classification of the underlying hedged item. The derivative instrument is separated into a current portion and non
current portion only if a reliable allocation can be made. 

Treasury shares 
Lottomatica's own equity instruments that are reacquired (treasury shares) are recognized at cost and deducted from 
equity. No gain or loss is recognized in the income statement on the purchase, sale, issue o r cancellation of the 
Group's own equity instruments. Any difference between the carrying amount and the consideration paid or received 
is recognized in other reServeS. 

Systems, equipment and other assets related to contracts, net 
Systems, equipment and other assets related to contracts are stated on the basis of cost, net of accumulated 
depreciation andlor accumulated impairment losses, if any. The cost is depreciated over the estimated useful life of 
the assets using the straight-line method depending on the type of cost. Cost is comprised of two categories: 
• hard costs (for example: tenninals, mainframe computers and communications equipment) and; 
• soft costs (for example: software development). 
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Hard costs are depreciated using the straight line method over the base lenn of the contract plus extension years 
provided for in the contract that are deemed probable. but not 10 exceed 10 years. Soft costs are depreciated using the 
straight line method over the base lenn of the contract, but not to exceed 10 years. Repair and maintenance costs are 
recognized in the income statement as incurred. 

The carrying values of systems, equipment and other assets related to contracts are reviewed fo r impainnent when 
events or changes in circumstances indicate that the carrying value may not be recoverable. 

Systems, equipment and other assets related to contracts are derecognized upon disposal or when no future economic 
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the 
difference between the net d isposal proceeds and the carrying amount of the asset) is included in the income statement 
in the year the asset is derecognized. The assets' residual values, useful lives and methods of depreciation are reviewed 
at each financial year end, and adjusted prospectively if appropriate. 

Property, plant and equipment, net 
Property, plant and equipment is stated on the basis of cost. The cost, excluding land, is depreciated over the 
estimated useful life of the assets using the straight-line method. The estimated useful lives are generally 40 years for 
buildings and five to 10 years for furniture and equipment. Repair and maintenance costs are recognized in the income 
statement as incurred. 

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in 
circumstances indicate that the carrying value may not be recoverable. 

Property, plant and equipment is derecognized upon disposal o r when no future economic benefits are expected from 
its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net 
disposal proceeds and the carrying amount of the asset) is included in the income statement in the year the asset is 
derecognized. The assets ' residual values, useful lives and methods of depreciation are reviewed at each financial year 
end, and adjusted prospectively if appropriate. 

Leases 
The detennination of whether an arrangement is, o r contains, a lease is based on the substance of the arTangement at 
the inception date and whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets 
and the arrangement conveys a right to use the asset. 

For arrangements entered into prior to January 1,2005 , the date of inception is deemed to be January 1,2005 in 
accordance with the transitional requirements ofIFRJC 4. 

Finance leases 
Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased 
item, are capitalized at the inception of the lease at the fair value of the leased property or, if lower, at the present 
value of the minimum lease payments. Lease payments are apportioned between the finance charges and reduction of 
the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges 
are recognized in the income statement. 
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Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty thai the 
Group will obtain ownership by the end of the lease lenn, the asset is depreciated over the shorter of the estimated 
usefulJife of the asset and the lease tenn. 

Operating leases 
Operating lease payments are recognized as an expense in the consolidated income statement on a straight line basis 
over the lease tenn. 

Borrowing costs 
Borrowing costs are recognized as an expense when incurred. 

Intangible assets 
Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired 
in a business combination is fair value as of the date ofaequisition. Following initial re{;ognition, intangible assets are 
carried at cost less any accumulated amortization and any accumulated impairment losses. Internally generated 
intangible assets, excluding capitalized development costs, are not capitalized and any expenditure is reflected in the 
income statement in the year in wbich the expenditure is incurred. 

The useful lives of intangible assets are assessed to be either finite or indefinite. lntangible assets with finite lives are 
amortized over their useful economic life and assessed for impainnent wbenever there is an indieation that the 
intangible asset may be impaired. The amortization period and the amortization method for an intangible asset with a 
finite useful life is reviewed at least annually at year-end. Changes in the expected useful life or the expected pattern 
of consumption of future economic benefits embodied in the asset is accounted for by changing the amortization 
period or metbod, as appropriate, and are treated as changes in accounting estimates. Amortization expense on 
intangible assets with finite lives is recognized in the expense category of depreciation and amortization in our 
consolidated income statement. 

Intangible assets with indefinite useful lives are not amortized, but are tested for impainnent annually, as of December 
31, eitht=r individually or at the cash genernting unit level, as appropriate. The assessment of indefinite life is reviewed 
annually to detennine whether the indefinite life assessment continues to be supportable. If not, the change in the 
useful life assessmeDl from indefinite 10 finite is made on a prospective basis. 

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net 
disposal proceeds and the carrying amount of the asset and are recognized in the income statement when the asset is 
derecognized. 

Research and development costs 
Research costs are expensed as incurred. A development expenditure on an individual project is recognized as an asset 
when the Group can demonstrate: 
• the technical feasibility of completing the asset so that it will be available for use or sale; 
• its intention to complete and its ability to use or sell the asset; 
• bow the asset w ill generate future economic benefits; 
• the availability of resources to complete the asset; and 
• the ability to measure reliably the expenditure during the development. 
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Following initial recognition of the development ex.penditure as an asset, the cost model is applied requiring the asset 
to be carried at cost Jess any accumulated amortization and accumulated impainnent losses. Amortization of the asset 
begins when development is complete and the asset is available for use. It is amortized over the period of expected 
futuTe benefit from the related projecl. The carrying value of development costs is reviewed for impainnent annually 
when the asset is not yet in use or more frequently when an indication of impainnent arises during the year. 

Inventories 
Inventories are valued at the lower of cost (under the first in, first out method or specific cost basis as considered 
necessary in the specific circumstances) or net realizable value. Net realizable value is the estimated selling price in 
the ordinary course of business, Ie. ... " e.<;timated cost.<; of completion and the estimated costs necessary to make the sale. 
Inventories include amounl~ we manufacture or a.<;semhle for our long-term service contracl<;, which are transferred to 
systems, equipment and other assets related to contracts, net upon shipment. Inventories also include amounts related 
to product sales contracts, including product sales under long-term contracts. 

Impairment or non-financial assets 

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such 
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset's 
recoverable amount. An asset's recoverable amount is the higher of an asset's or cash-generating unit 's ("CGU") fair 
value less costs to sell and its value in use, and is determined for an individual asset, unless the asset does not generate 
cash inflows that are largely independent of tbose from other assets or groups of assets. Where the carrying amount of 
an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its 
recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value 
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific 
to the asset. In determining fair value less costs to sell an appropriate valuation model is used. These calculations are 
corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available fair value 
indicators. 

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that 
previously recognized impairment losses may no longer exist or may have decreased. lf such indication exists, the 
Group estimates the asset's or CGU's recoverable amount. A previously recognized impairment loss is reversed only 
if there has been a change in the assumptions used to determine the asset's recoverable amount since the last 
impairment loss was re{;ognize<i. The reversal is limited so that the carrying amount of the asset does not exceed its 
recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no 
impairment loss been recognized for the assets in prior years. Such reversal is recognized in the income statement 
unless the asset is carried at a revalued amount, in which case the reversal is treated as a revaluation increase. 
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The fo llowing criteria are also applied in assessing impairment of goodwill and intangible assets. 

Goodwill 
Goodwill is tested for impairment annually, as of December 3 1, or more frequently when c ircumstances indicate that 
the carrying value may be impaired. 

Impairment is determined for goodwill by assessing the recoverable amount of each cau (or group of CO U's) to 
which the goodwill relates. Where the recoverable amount oflhe CGU is less than its carrying amount, an irnpainnent 
loss is recognized. Impairment losses relating to goodwill cannot be reversed in future periods. 

I"tangible assets 
Intangible assets with indefinite useful lives are tested for impairment annually, as of December 3 1, e ither individually 
or at the CGU level, as appropriate and when circumstances indicate that the carrying value may be impaired. 

Cash and cash equivalents 
Cash and cash equivalents in the consolidated balance sheets are comprised of cash at banks and on hand and short
term, highly liquid investments with an original maturity of three months or less at the date of purchase. 

Trade receivables and other receivables 
Trade accounts receivable are reported net of allowances for doubtful accounts and liquidated damages (penalties 
incurred due to a failure to meet specified deadlines or performance standards). Allowances for doubtful accounts are 
generally recorded when there is objective evidence that we will not be able to collect the related receivables. Bad 
debts are written otT when identified. Allowances fo r liquidated damages are generally recorded when they are 
probable and estimable. 

Provisions 
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event, it 
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a 
reliable estimate can be made of the amount of the obligation. When the Group expects some or all of a provision to 
be reimbursed. for example under an insurance contract, the reimbursement is recognized as a separate asset but only 
when the reimbursement is virtually certain. The expense relating to any provision is presented in the consolidated 
income statement net of any reimbursement. If the effect of the time value of money is material, provisions are 
discounted using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability. Where 
discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost. 
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2.5 International Financial Reporting Standards issued but not yet effective 

The lASB and LFRIC issued additional standards, interpretations and amendments during the year which are effective 
for periods starting after the dale of these financial statements and therefore have yet to be adopted by the Group as 
described below. 

Amendments to IFRS 1 Pirst-lime Adoption of International Financial Reporh"ng Standards and l AS 27 
Consolidated and Separate Financial Statements 
The amendments to (FRS I allows an entity to detcnnine the "cosl" of investments in subsidiaries, jointly controlled 
entities or associates in its opening IFRS financial statements in accordance with LAS 27 or using a deemed cosl. The 
amendment 10 lAS 27 requires all dividends from a subsidiary, jointly controlled entity or associate to be recognized in 
the income statement in the separate fi nancial statement. Both revisions will be effective for financial years beginn ing 
on or after January 1,2009. The revision to lAS 27 will have to be applied prospectively. The adoption of these 
amendments is not expected to have a material impact on the financ ial position or perfonnance of the Group wben 
adopted on January 1.2009. 

IFRS 2 Share-Based Payment (Revised) 
IFRS 2 (Revised) was issued in January 2008 and becomes effective for financial years beginning on or after January 
1,2009. The amendment clarifies the defmition of a vesting condition and prescribes the treatment for an award that 
is effectively cancelled. The adoption of this amendment is not expected to have a material impact on the financial 
position or perfonnance of the Group when adopted on January 1, 2009. 

IFRS 3 Business CombilUltions (Revised) and lAS 27 Consolidated and Separate Financial Srotements (Revised) 
lFRS 3 (Revised) and lAS 27 (Revised) were issued in January 2008 and become effective for financial years 
beginning on or after July I, 2009. lFRS 3 (Revised) introduces a number of cbanges in the accounting for business 
combinations occurring after this date that will impact the amount of goodwill recognized, the repon ed results in the 
period tbat an acquisition occurs, and future reported results. lAS 27 (Revised) requires that a change in the owners h ip 
interest of a subsidiary (without loss of control) is accounted for as an equity transaction. Therefore, such transactions 
will no longer give rise to goodwill, nor will they give fi se to a gain Of loss. Furthermore, the amended standard 
changes the accounting fOf losses incurred by the subsidiary as well as the loss of control of a subsidiary. Other 
consequential amendments were made to lAS 7 Statement of Cash Flows, lAS 12 Income Taxes, lAS 2 1 The Effects 
of Changes in Foreign Exchange Rates, lAS 28 Investments in Associates and lAS 31 Interests in Joint Ventures. The 
cbanges by lFRS 3 (Revised) and lAS 27 (Revised) will affect future acquisitions or loss of control and transaction s 
with minori ty interests. The standards may be early applied. The Group is evaluating the impact the amendment w ill 
have on the Gn:mp's con.solidated financial statement .. when adopted on January 1,20 10. 

IFRS 8 Operating Segments 
lFRS 8 was issued in November 2006 and becomes effective for financ ial years beginning on or after January 1,20 09. 
The Standard requires disclosure of infonnation about the Group's operating segments and replaces the requirement to 
determine primary (business) and secondary (geographical) reporting segments of the Group. The Standard replaces 
lAS 14 Segment Reporting. The Group plans to adopt lFRS 8 on January 1,2009, its effective date. The adoption of 
this standard will not have any impact on the financial position or performance of the Group, but will only require 
additional disclosures. 
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lAS 1 Presentation of F;IIancfui Statements (Revised) 
lAS I (Revised) was issued in September 2007 and becomes effective for financial years beginning on or after January 
I, 2009. The Standard separates owner and non-owner changes in equity. The statement of changes in equity will 
include only details of transactions with owners, with non-owner changes in equity presented as a single line. In 
addition, the standard introduces the statement of comprehensive income: it presents all items of recognized income 
and expense, either in one single statement, or in two linked statements. The Group is evaluating whether it will have 
one or two statements when adopted on January 1, 2009. 

lAS 23 Borrowing Costs (Revised) 
lAS 23 (Revised) was issued in April 2007 and becomes effective for financia l years beginning on or after January 1, 
2009. The Standard requires capitalization of borrowing costs that are directly attributable to the acquisition, 
construction or productions ofa qualifying asset. The Group's current policy is to expense borrowing costs as they are 
incurred. The adoption of this amendment is not expected to have a material impact on the financ ial position or 
perfonnance of the Group when adopted on January 1,2009. 

lAS 32 Financial Instruments: Presentation and lAS I Presentation of Financial Statements - Puttable Financial 
Instruments and Obligations Arising on Liquidation 
The amendments to lAS 32 and lAS I were issued in February 2008 and become effective for financial years 
beginning on or after January I , 2009. The revisions provide a limited scope exception for puttable instruments to be 
classified as equity if they fulfill a number of specified features. The adoption of this amendment is not expected to 
have a material impact on the financial position or perfonnance of the Group when adopted on January 1, 2009. 

lAS 39 Financial Instruments: Recognition and Measurement - Eligible Hedged Items 
The amendmenl<; to lAS 39 were issued in August 2008 and become effective for financial years beginning on or 
after July 1,2009. The amendment addresses the designation of a one-sided risk in a hedged item, and the 
designation of inflation as a hedged risk or portion in particular situations. It clarifies that an entity is pennitted to 
designate a portion of the fair value changes or cash flow variability of a financial instrument as a hedged item. The 
Group is evaluating the impact the amendments to the standard will have on the Group's consolidated financial 
statements when adopted on January 1,2010. 

Improvements to IFRSs 
In May 2008 the lASS issued its first omnibus of amendments to its standards, primarily with a view of removing 
inconsistencies and clarifying wording. There are separate transitional provisions for each standard. The Group has 
not yet adopted the following amendments and anticipates these changes will not have a material effect on the 
financial statements. 

» IFRS 7 FinanciIJllnstruments: Disclosures - removal of the reference to "total interest income" as a component 
of finance costs. 

}> lAS 1 Presentation of Financial Statements - assets and liabilities classified as held for trading in accordance 
with lAS 39 Financial Instruments: Recognition and Measurement are not automatically classified as current in 
the balance sheet. 

}> lAS 8 Accounting Policies, Change in Accounting Estimates and Errors - clarification that only implementation 
guidance that is an integral part of an [FRS is mandatory when selecting accounting policies. 
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2.5 International Financial Reporting Standards issued but not yet effective (continued) 

}I> lAS 10 Events after the Reporting Period - clarification that dividends declared after the end of the reporting 
period are not obligations. 

);0 lAS 16 Property, Plant and Equipment - replaced the tenn "net selling price" with "fair value less costs to sdl" 
and items of property, plant and equipment held for rental that are routinely sold in the ordinary course of business 
after rental are transferred to inventory when rental ceases and they are held for sale. 

)- lAS 18 Revenue - replacement of the term "direct costs" with "transaction costs" as defined in lAS 39. 

» lAS 19 Employee Renefus - revised the defini tion of "past service COS l<;" , ' 'return on plan a.<;sel,," and "short 
lenn" and "other long-Ienn" employee benefilS_ Amendment" to plans thaI re.."ult in a reduction in benefi t" related 
to future services are accounted for as a curtailment . The reference to the recognition of contingent liabilities w as 
deleted to ensure consistency with lAS 37. 

)- lAS 20 Accounting for Government Grants and Disclosures of Government Assistance - loans granted in the 
future with no or low interest rates will not be exempt from the requirement to impute interest. The difference 
between the amount received and the discounted amount is accounted for as a government grant. In addition, 
various tenns were revised to be consistent with other {FRS Standards. 

)- lAS 23 Borrowing Costs - the defmition of borrowing costs is revised to consolidate the two types of items that 
are considered components of "borrowing costs" into one, which is the interest expense calculated using the 
effective interest rate method calculated in accordance with lAS 39. 

)- lAS 27 Consolidated and Separate Financial Statements - when a parent entity accounts for a subsidiary at fair 
value in accordance with lAS 39 in its separate financial statement, this treatment continues when the subsidiary is 
subsequently classified as held for sale. 

)- lAS 28 Investments in Associates - if an associate is accounted for at fair value in accordance with lAS 39, onl y 
the requirement of lAS 28 to disclose the nature and extent of any significant restrictions on the ability of the 
associate to transfer funds to the entity in the fonn of cash or repayment of loans applies. 

)- lAS 29 Financial Reporting in Hyperinflationary Economies - revised the reference to the exception to measure 
assets and liabilities at historical costs, such that it notes property, plant and equipment as being an example, 
rather than implying that it is a defmitive list. In addition, various teoos were revised to be consistent with other 
{FRS Standards. 

)- lAS 31lnlerest in Joint Ventures - ifajo int venture is accounted for at fair value, in accordance with lAS 39, 
only the requirements of lAS 31 to disclose the commitments of the venturer and the joint venture, as well as 
summary financial infonnation about the assets, liabilities, income and expense will apply. 

)- lAS 34 Interim Financial Reporting - earnings per share is disclosed in interim financial reports if an entity is 
within the scope of lAS 33 Earnings Per Share. 

)- lAS 36 Impairment of Assets - when discounted cash flows are used to estimate "fair value less cost 10 sell", 
additional disclosure is required about the discount rate, consistent with disclosures required when the discounted 
cash flows are used to estimate "value in use". 
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};> lAS 381ntnngible Assets - expenditure on advertising and promotional activities is recognized as an expense 
when the Group either bas the right to access the goods or has received the service. The reference to there being 
rarely, if ever, persuasive evidence to support an amortization method of intangible assets other than a strnight
line method has been removed. 

};> lAS 39 Financial Instruments: Recognition and Measurement - changes in circumstances relating to derivatives 
are not reclassifications and therefore may be either removed from, or included in, the " fair value through profit or 
loss" classifica tion after initial recognition. The reference in lAS 39 to a "segment" was removed when 
determining whether an instrument qualifies as a hedge. In addition, it requires the use of the revised effective 
interest rate when remeasuring a debt instrument on the cessation of fa ir value hedge accounting. 

» lAS 40 Investment Property - revision of the scope such that property under construction o r development for 
future use as an investment property is classified as investment property. lffair value cannot be re liably 
determined, the investment under construction will be measured at cost until such time as fair value can be 
determined or construction is complete. It also revised the conditions for a voluntary change in accounting policy 
to be consistent with lAS 8 and clarified that the carrying amount of investment property held under lease is the 
valuation obtained increased by any recognized liabili ty. 

» lAS 41 AgriculJure - removed the reference to the use of a pre-tax discount rate to detennine fair value and 
removed the prohibition to take into account cash flows resulting from any additional transformations when 
estimating fair value. In addition, it replaced the term "point-of-sale costs" with "costs to sell". 

IFRlC IS Agreements for the Constroctwn of Real Estate 
lFRIC 15 was issued in July 2008 and becomes effective for financial years beginning on or a fter January 1,2009. 
The interpretation is to be applied retrospectively. It clarifies when and how revenue and related expenses from the 
sale of a real estate unit should be recognized if an agreement between a developer and a buyer is reached before the 
construction of the real estate is completed. Furthermore, the interpretation provides guidance on how to determine 
whether an agreement is within the scope of lAS II Construction Contracts or lAS 18 Revenue. IFRlC 15 will not 
have an impact on the consolidated financial statements because the Group does not engage in such activity. 

IFRlC 17 Distributions of Non-Cash Assets to Owners 
lFRIC 17 was issued in November 2008 and becomes effective for financial years beginning on or after July 1,2009. 
The interpretation clarifies that a dividend payable should be recognized when the dividend is appropriately authorized 
and is no longer at the discretion of the entity. It also clarifies that an entity should measure the dividend payable at 
the fair value of the net assets to be distributed and should recognize the difference between the dividend paid and the 
carrying amount of the net assets distributed in profit or loss. The interpretation a lso requires an e ntity to provide 
additional disclosures if the net assets being held for distribution to owners meet the definition of a discontinued 
operation. The adoption of this interpretation is not expected to have a material impact on the financial position or 
performance of the Group when adopted on July 1,2009. 

IFRIC 18 Transfers of Assets from CJlStomers 
lFRlC I H was issued in January 2009 and becomes etfective prospectively to transfers of assets from customers 
received on or after July 1,2009. The interpretation, which is particularly relevant to the utility sector, provides 
additional guidance on accounting fo r transfers of assets from customers. It clarifies the requirements of lFRSs for 
agreements in which an entity receives an item of property, plant and equipment from a customer that the entity must 
then use either to COlmect the customer to a network or to provide the customer witll ongoing access 10 a supply of 
goods or selVices (such as a supply of electricity, gas or water). The Group is evaluating the impact the interpretation 
will have on the Group's consolidated financial statements when adopted on July 1, 2009. 
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Acquisitions in 2008 

The Group's business combination activity during 2008 is summarized as fo llows: 

Boss TOlo 
(thousands of euros) Atronic Media St. Minver Carovigno Other Total 

Cash purchase price 32,000 133,873 36,045 35,757 7,055 244,730 
Cash acquisition costs 1,362 2,667 484 309 115 4,937 

Cash acquisition cost 33,362 136,540 36,529 36,066 7, 170 249,667 

Receivable from acquired companies 24,935 24,935 
Payable to acquired companies 20,760 20,760 
Escrow payment in 2006 20,000 20,000 
Liability to minority shareholder 15,778 15,778 
Present value of contingent 

5,323 5,323 
consideration 
Accrued acquisition costs 56 51 38 145 
Interest expense accretion (227) (227) 
Equity loss (485) (485) 

Non-cash acquisition cost 19,829 15,344 5,361 45,695 86,229 

Total acquisition cost 53,19 1 151,884 41 ,890 36,066 52,865 335,896 

Cash acquisition cost 33,362 136,540 36,529 36,066 7,170 249,667 
Net cash acquired (1 ,527) (33,567) (3,478) (565) (552) (39,689) 

Net cash outflow 31,835 102,973 33,051 35,501 6,61 8 209,978 

Atronic 
On January 31, 2008, GTECH acquired a 5()O/O controlling interest in the AtTonic group of companies ("AlTonic") 
owned by Paul and Michael Gauselmann (the "Gauselmanns") for €20 million, which was previously paid into escrow 
in October 2006. Atronic is a video gaming machine manufacturer and also develops video machine games and 
customized solutions for dynamic gaming operations. On May 13, 2008. GTECH paid €32 million for the remaining 
50010 interest in Atronic. 
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The following table summarizes the provisional fair values of Atronic 's assets acquired and liabilities assumed at the 
date of the acquisition (in thousands of euros); 

Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, net 
Property, plant and equipment, net 
Intangible assets, net 
Other non-current assets 
Deferred income tax.es 
Current assets 

Total assets acquired 

Long-term debt, less current portion 
Deferred income taxes 
Long-term provisions 
Short-term borrowings 
Current portion of long-term debt 
Other current liabilities 

Total liabilities assumed 

Fair value of net liabilities acquired 
Goodwill arising on acquisition 
Escrow payment in 2006 (a) 
Payment in excess of fair value (a) 

Total acquisition cost 

Fair 
Value 

18,317 
13,156 
34,620 
3,622 

549 
77,375 

147,639 

80,084 
1,201 
1,085 

11 ,499 
43,040 
40,107 

177,016 

(29,377) 
47,858 
20,000 
14,7 10 
53,191 

Carrying 
Value 

16,003 
12,738 
4,299 
3,622 

491 
69,692 

106,845 

80,084 
1,165 
1,085 

11 ,499 
43,626 
40,828 

178,287 

(7 1,442) 

(a) The escrow payment in 2006 and the payment in excess of fair value were both fu lly offset by reserves established 
in the August 29. 2006 purchase accounting related to the acquisition ofGTECH. The payment in excess offair va]ue 
resulted in €0.3 mi1lion of excess reserves which is included in other income in our consolidated income statement at 
December 3 ] . 2008. 

The results of Atronic's operations have been included in the consolidated financial statements since January 3 ] , 2008 
and include the following (in thousands of euros): 

Total revenue 
Asset impairment losses 
Other costs 
Total costs 

Operating loss 
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In May 2008, GTECH paid €37.2 million to the Gauselmanns related to amounts owed to the Gauselmanns by 
Atronic, which is included in current portion of long-term debt at the January 31 , 2008 acquisition date. This payment 
is included in principal payments on long-tenn debt in our consolidated cash flow statement. 

At December 31, 2008, the Group held for sale certain property, plant and equipment (consisting of land, office and 
warehouse space) acquired through the acquisition of Atronic. See Note 16 for further information. 

BOS$ Medifl AB 
On February 1, 2008, GTECH Global Services Corporation C"GGSC") and MedstrOms AB, through GEMed AB (a 
Swedish private limited liabili ty company owned 87.454% and 12.546% by GGSC and Medstr()ms AS, respectively) 
announced a public cash otler 10 the shareholders of Boss Media AB ("Boss Media"). Boss Media is a leading 
developer of innovative software and systems for digitally-distributed gaming entertainment and until April J 8, 2008, 
was listed on the OMX Nordic Exchange Stockholm under the ticker symbol "BOSS.ST." The public cash offer 
resulted in GEMed acquiring approximately 94% of the outstanding shares of Boss Media. Pursuant to Swedish law, 
on March 10, 2008 GGSC and Medstroms AS commenced a process to compel the sale of the untendered shares, 
which was completed on September 8, 2008 for a total cost of £9. 7 million. On April 18, 2008, Boss Media was 
delisted from the OMX Nordic Exchange Stockholm. 

From February 1,2008 through March 5, 2008, GEMed (through GGSC) purchased approximately 46.3 million shares 
of Boss Media AB (""Boss Media) for approximately SEK 1.2 billion (€124.2 million) resulting in GGSC owning 
approximately 82% of Boss Media. On April 24, 2008, qEMed obtained control of Boss Media when the Board of 
Directors of Boss Media was reconstituted such that GEMed was able to utilize the voting rights attached to the shares 
acquired. 

GGSC has the option, which it may exercise between April I , 2010 and June 30, 2010 to require Medstroms AS, to 
sell its 12.546% stake in GEMed to GGSC and Medstr6ms AS has an identical put right. The price at which the 
put/call may be exercised is equal to ten times EBITDA for the period January I , 2009 through December 31 , 2009. 
such product to be multiplied by Medstroms AS 12.546% slake in GEMed. The price is subject to both a floor (SEK 
108 million) and a cap (SEK 287 million); or approximately € 11.6 million floor and €30.8 million cap at the April 24, 
2008 SEK to euro exchange rate. 

The acquisition has been accounted for on the basis that we have present ownership access to the shares owned by 
Medstr~ms AS which are subject to the put/call option and therefore, no minority interest has been recorded. 
Accordingly, the cost of the business combination includes the €15 .8 million fair value of the estimated liability to 
Medstroms AS for these shares. The cost ofthe acquisition has been reduced by €O.5 million, representing GEMed 's 
share of Boss Media's results during the period February 1,2008 through April 24, 2008. 
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3. Business combinations (continued) 

The following table summarizes the final fair values afBoss Media's assets acquired and liabilities assumed at the 
dale of the acquisition (in thousands of euros): 

Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, net 
Goodwill 
Intangible assets, nel 
Other non-current assets 
Current assets 

Total assets acquired 

Deferred income taxes 
Other non-current liabilities 
Other current liabilities 

Total liabilities assumed 

Fair value of net assets acquired 
Goodwill arising on acquisition 

Total acquisition cost 

Fair 
Value 

2,494 

53,824 
3,378 

45,064 
104,760 

14,378 
2,718 

31,904 
49,000 

55,760 
96,124 

151,884 

Carrying 
Value 

2,494 
4,427 
6,712 
3,378 

45,064 
62,075 

1,237 
2,718 

31,726 
35,681 

26,394 

The results of Boss Media's operations have been included in the consolidated fmandal statements since Apri l 24, 
2008 and include the following (in thousands of euros): 

Total revenue 
Total costs 

Operating income 

St. Enodoc Holdings Limited 

24,795 
19,822 
4,973 

On April 30, 2008, GGSC acquired 90% ofGibrallar-based St Enodoc Holdings Limited and its subsidiaries including 
SI. Minver Limited (collectively "SI. Minver"), the leading provider of end-to-end white label gaming services for 
£23.8 million in cash (€30.4 million at the April 30, 2008 exchange rate). In addition, in consideration of performance 
targets that were met in 2008, contingent consideration of£4.5 million (€5.7 million) was paid on October 15, 2008. 
If such targets are mel in 2009, GGSC also expects to pay an additional £4.7 million (€4.9 million at the December 31 , 
2008 exchange rate). Ten percent ofSt. Minver remains with Gary Shaw, Founder and Chairman, until at least 20 12, 
al which point both Mr. Shaw and GGSC have the right to cause GGSC to acquire Mr. Shaw's shares at a price equal 
to fair value to be detennined by an independent appraisal as of the date of exercise. 
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3. Business combinations (continued) 

The cost of the acquisition includes the €11.0 million fair value ofthe estimated contingent consideration based on the 
perfonnance of the business in 2008 and 2009 (ofwbicb €5 .7 million was paid in 2008). In addition, the acquisition 
bas been accounted for on the basis that we do not have present ownership access to the shares owned by Mr. Shaw 
which arc: subject to the put/call option. Accordingly, we record a charge to equity for the difference between the fair 
value of the estimated liability to Mr. Shaw for these shares and the minority interest. The minority interest is included 
in non-current financial liabilities in our consolidated balance sheet. 

The following table swnmarizes the final fair values ofSI. .M.inver's assets acquired and liabilities assumed at the datc 
ofthc acquisition (in thousands ofcuros): 

Identifiable assets and liabilities on the date of acquisition 
Systems, cquipmcnt and other asscts relating to contracts, nct 
Intangible assets, net 
Other non-<:urrent assets 
Current assets 

Total assets acquired 

Long-term debt, less current portion 
Deferred income tax.es 
Current liabilities 

Total liabilities assumed 

Fair value of net assets acquired 

Goodwill arising on acquisition 
Minority interest 

Total acquisition cost 

Fair 
Value 

649 
27,716 

881 
6,883 

36,129 

767 
8,390 
7,048 

16,205 

19,924 
23,960 
(1,994) 
41,890 

Carrying 
Value 

2,720 
217 
881 

6,883 
10,701 

767 

7,048 
7,815 

2,886 

The results ofSt. Minver's operations have been included in tbe consolidated financial statements since April 30, 2008 
and include the fo llowing (in thousands of euros): 

Total revenue 
Total costs 

Operating loss 

Toto Carovigno S.p.A. 

10,799 
11,506 

(707) 

On August 29, 2008, Lottomatica acquired 100% of the shares of Toto Carovigno S.p.A., ("Toto Carovigno"), Ihe 
owner of the Totosi sports-betting brand and the leading Italian online betting company concessionaire for sports and 
horse race betting, for a total cash purchase price of€35.& million. In addition, a refundable payment of€4.4 million 
has been paid into escrow. The final purcbase price will be detennined after the results of certain procedures 
performed on the acquiree's statement of financial position as of the date of acquisition, which is currently underway. 
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3. Business combinations (continued) 

The following table summarizes the provisional fair values of Tot a Carovigno's assets acquired and liabili ties assumed 
at the dale of the acquisition (in thousands of euros): 

Fair Carrying 

Value Value 
Identifiable assets and liabilities on the date of acquisition 
Systems, equipment and other assets relating to contracts, net 908 908 
Intangible assets, net 15,842 285 
Other non-current assets 621 621 
Deferred income taxes 1,949 1,949 
Current assets 9,681 9,681 

Total assets acquired 29,001 13,444 

Deferred income taxes 5,828 872 
Long-tenn provisions 4,55 1 4,551 
Other non-current liabilities 170 170 
Other current liabilities 16,Oll 16,Oll 

Total liabilitics assumed 26,560 21,604 

Fair value of net assets acquired 2,441 (8,160) 
Goodwill arising on acquisition 33,625 

Total acquisition cost 36,066 

The results of Tolo Carovigno's operations have been included in the consolidated fmaneial statements since August 
29, 2008 and include the following (in thousands of euros): 

Total revenue 
Total costs 

Operating income 

Other 

9,747 
7,663 
2,084 

Other acquisitions during 2008 primarily relate to the December 5, 2008 acquisition of 100010 of the shares of Royal 
Gold S.d. ("Royal Gold"), an Italian entity that owns and operates amusement with prize machines, for a purchase 
price of €2 1.4 million. The excess of acquisition costs over the fair value of Royal Gold 's assets and liabilities 
assumed have been allocated entirely to goodwill pending final information, including appraisals and other analyses. 

The initial accounting for the Atronic, Toto Carovigno and Royal Gold acquisitions are provisional because they are 
based on preliminary estimates and asswnptions. Revisions to the fair values, which may be significant, will be 
recorded when the Group receives final infonnation, including appraisals and other analyses. 
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3. Business combinations (continued) 

The goodwill arising on the acquisitions described above is attributable to the expected synergies and other benefits 
from combining their assets and activities with the Group. 

The 2008 acquisitions are individually and in the aggregate, immaterial to the Group, and accordingly. pro forma 
financial information has not been presented. Refer to Noles 7 and 8 for disclosures regarding goodwill and intangible 
assets, net related to these acquisitions. 

Acquisitions in 2007 

The Group's business combination activity during 2007 is summarized as follows: 

(rholLml1d.~ of euro.f) 

Cash purchase price 
Cash acquis ition costs 

Cash acquisition cost 

Present value of contingent 
consideration 
Net payable to acquired companies 
Working capital adjustment 

Non-cash acquisition cost 

Total acquisition cost 

Cash acquisition cost 
Net (cash) overdraft acquired 

Nel cash outflow 

Creative Games International 

Creative 
Games 

3,395 
II 

3,406 

3,406 

3,406 
(46) 

3,360 

Finsoft 

43,891 
1, 175 

45,066 

20.805 

1,0 19 
21 ,824 

66,890 

45,066 
2. 

45 ,090 

G ruppo 
Sigma 

2 16 
216 

2,631 

2,631 

2,847 

216 

216 

Total 

4 7,286 
1,402 

48,688 

20.805 

2,631 
1,019 

24,455 

73, 143 

48,688 
(22) 

48,666 

On February 1,2007, we acquired substantially all the assets of Creative Games International, Inc. ("CGI"), a provider 
of instant lottery tickets for the global lottery industry for a cash purchase price of US$4.4 million (€3.4 million at the 
February 1,2007 transaction date). The results ofCGI's operations, which were not material to the income of the 
Group, have been included in the consolidated fmancial statements since that date. 

Finsoft Limited 
On July 2, 2007, we acquired Finsoft Limited ("Finsoft"), a provider of real-time transaction and infonnation 
management systems for the commercial sports-betting market for a cash purchase price of £29.6 million (€43 .9 
million at the July 2, 2007 transaction date). In addition, in consideration of perfonnance targets which were met in 
2008, contingent consideration 0££10.3 million (€13.4 million) was paid on May 27, 2008. If such targets are met in 
2010, a further i 18 .5 million (€19.4 million at the December 31, 2008 exchange rate) would be paid. The results of 
Finsoft's operations, which were not material to the income of the Group, have been included in the consolidated 
financial statements since July 2, 2007. 
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3. Business combinations (continued) 

Branch of Gruppo Sigma 
On December 17, 2007, we completed the acquisition ofa branch of Gruppo Sigma that is engaged in the gaming 
solutions business for a purchase price of€2.8 million. The results ofGruppo Sigma's operations, which were not 
material to the income of the Group. have been included in the consolidated financial statements since that dale. 

The 2007 acquisitions are individually and in the aggregate, immaterial to the Group, and accordingly, pro forma 
financial information bas nol been presented. Refer to Notes 7 and 8 for disclosures regarding goodwill and intangible 
assets, net related to these acquisitions. 

The goodwill recognized fo r the Finsoft and COl acquisitions is auributable to the expected synergies and other 
benefits from combining their assets and activities with the Group. 

4. Segment information 

The Group's primary segment reporting fonnat is business segments because the Group's risks and rates ofretum are 
affected predominately by differences in the products and services produced and provided. Secondary infonnatioo is 
reported geographically. The operating businesses are organized and managed separately according tolhe nature of 
the products and services provided, with each segment representing a strategic business unit that offers different 
products and serves different markets. The Group is comprised of the following five business segments: 

• Lottery segment (traditional and instant) - operates and provides a full range of services, technology and products 
to government sponsored online, instant and traditional lotteries. 

• Gaming Solutions segment - operates and provides solutions, products and services relating to video lottery 
tenninals ("VL Ts") and systems for VLTs for the government sponsored market and video and traditional 
mechanical reel slots machines and systems for the commercial gaming markets. 

• Sports Betting segment - operates and provides retail, internet, call center, and mobile technology products and 
services, including fixed odds sports betting, pari·mutuel betting, live event betting, totalizator betting, and sports 
pools. 

• Interactive segment - provides digitally-distributed, multi-channel gaming entertainment products and services, 
including bingo, poker, casino games, and quick games, and real-time transaction and infonnation management 
systems for the commercial sports-betting market. 

• Commercial Services segment - perfonns high-volume transaction processing of non-lottery commercial 
transactions such as prepaid cellular telephone recharges, bill payments, electronic tax payments, utility payments, 
and retail-based programs. 

Prior to thc sccond quarter of 2008, the Group was comprised of three operating segments: Lottery, Commercial 
Services, and Gaming Solutions. Prior period amounts have been reclassified to confonn to the current year 
presentation. 

The Interactive segment is comprised of the Group's Finsoft, Boss Media, and SI. Minver subsidiaries. 

The Group's geographical segments are based on the location of the Group's assets. Revenues from external 
customers disclosed in geographical segments are based on the geographical location of the Group's customers. 
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4. Segment information (continued) 

The following tables present revenue and operating income (loss) and certain asset and liability infonnation regarding 
the Group '!) business segments fo r the years ended December 31 , 2008 and 2007, respectively. All operating income 
(loss) is from continuing operations. 

For the year ended December 31,2008 

Gaming Sports Commercial 
(thousands of turos) Lottc!1 Solutions Bettins Interactive Services Unallocated Total 
Revenue 

Revenue from third-party 
1,550,105 232,25 1 144,726 48,350 83,508 2,058,940 customers 

Intercompany revenue 

Total revenue 1,550,105 232,251 144,726 48,350 83,508 2,058,940 

Results 

Segment operating 
income (loss) (0) 493,476 (109, 130) 13,015 1,541 26,276 (85,183) 339,995 

As of December 31, 2008 

Assets and liabili ties 
Segment assets (b) 4,395,784 503,675 177,997 291 ,217 405,683 378,005 6, 152,361 

Investment in associates 
6,093 6,093 

Total assets 4,401 ,877 503,675 177,997 291 ,217 405,683 378,005 6,158,454 

Segment liabilities (b) 500,635 228,596 28,490 77,211 287,512 3,368,587 4,491,031 
Total liabilities 500,635 228,596 28,490 77,211 287,512 3,368,587 4,491,031 

(a) Unallocated segment operating loss represents general, administrative, and corporate expenses that relate to the 
Group as a whole and which cannot be directly attributed or allocated to segments on a reasonable basis. 

(b) Unallocated segment assets and liabilities are primarily comprised of deferred income taxes, debt, non-current 
ftnancialliabilities, accounts payable and other corporate amounts that cannot be directly attributed or allocated to 
segments on a reasonable basis. 
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4. Segment information (continued) 

For the year ended December 31. 2008 

Other segment information 
Gaming Sporn Commercial 

(thousands of euros) Lottc!l: Solutions Bettios Interactive Services Unallocated Total 
Capital expcndirures: 
Purchases of systems, 
equipment and other 
assets 148,456 35,675 10,249 2,103 4,250 1,521 202,254 

Purchases of property, 
plant and equipment 

19,882 3,474 2,954 26,3 1 1 

Purchases of intangible 

MS'''' 5,786 1,638 9,854 716 445 18,439 
Depreciation 169,292 31,592 4,568 1,559 5,852 12,597 225,460 
Intangibles amorti7.ation 59,269 17,330 1,446 6,210 1,239 782 86,276 

Other amortization {I 80) (180) 
Impainnent losses (Note 
25) 26,753 74,025 100,778 

For the year ended December 31. 2007 

Gaming Sports Conunercial 
(thousands of euros) Lonc!l;: Solutions Betting: Interactive Services Unallocated Total 
Revenue 

Revenue from third-party 
1,41 8,480 101,415 40,136 4,463 96,897 1,661,391 

customers 

Intercompany revenue 
Total revenue 1,418,480 101,41 5 40,136 4,463 96,897 1,661,391 

Results 

Segment opcmting 
income (loss) (a) 461 ,459 (8,962) {I 3,733) (1,668) 32,898 (75,071) 394,923 
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4. Segment information (continued) 

As of Dectmbtr 31 , 2007 

Gaming Sports Commercial 
(thousands of euros) Lotte!1 Solutions Betting Interactive Services Unallocated Total 
Assels and liabili ties 
Segment assets (b) 4,357,203 326,581 80,122 71 ,678 346,484 665.8 12 5,847,880 

Investment in associates 
2,8 16 2, 816 

Total assets 4,360,019 326,581 80,122 71,678 346,484 665,812 5,850,696 

Segment liabilities (b) 464,664 48,779 16,07 1 25,273 212,767 3,349,95 1 4, 117,505 
Total liabilities 464,664 48,779 16,07 1 25,273 212,767 3,349,95 1 4,117,505 

(a) Operating income for the Commercial Services business segment includes approximately € 1O.6 million from 
POLCARD S.A. which was sold on August 1,2007. Una llocated segment operating loss represents general, 
administrative, and corporate expenses that relate to the Group as a whole and which cannot be directly attributed 
or allocated to segments on a reasonable basis. 

(b) Unallocated segment assets and liabilities are primarily comprised of cash, deferred income taxes, debt and other 
corporate amounts that cannot be directly attributed or allocated to segments on a reasonable basis . 

For the year ended December 31 , 2007 

Other segment inrormation 

(thousands of euros) 

Capital expenditures: 

Purchases of systems, 
equipment and other 

assets 

Purchases of property, 
plant and equipment 

Purchases of intangible 
assets 
Depreciation 

Intangibles amortization 

Other amortization 

impainnent losses (Note 
25) 

Lottery 

113,246 

2,4 17 

1,792 
170,92 1 

58,302 
(194) 

5,406 
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Gaming 
Solutions 

35,386 

1,492 

2,588 

16,997 

2,545 

3,120 

Sports 
Betting 

18,5 12 

3,667 

3,241 

Interactive 

589 

187 

1,357 

Commercial 

Services 

5,684 

355 
5,448 

1,508 

Unallocated 

3,835 

9,17 1 

528 
8,101 

1,239 

Total 

177 .252 

13 ,080 

5,263 
205 ,32 1 

68, 192 
(1 94) 

8,526 
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4. Segment information (continued) 

The following tables present revenue, asset, and capital expenditure infannation regarding the Group's geographical 
segments: 

For tbe year cnded December 31, 2008 

North Europe and Latin Asia 
(thousallds of euros) America Africa America Pacific Unallocated TOlal 
Revenue 
Revenue from third-party 

customers 510,22 5 1,431,024 103,905 13,786 2,058,940 
Intercompany revenue 

Total revenue 5 10,225 1,431 ,024 103,905 13,786 2,058,940 

As of December 31, 2008 

Other segment information 

Segment assets (a) 1,668,929 3,960,554 220,075 61,649 247,247 6,158,454 

Capital expenditures: 

Purchases of systems, 
equipment and other assets 11 5, 138 77,658 6,591 2,867 202 ,254 
Purchases of property, 

plant and equipment 2 1,049 2,308 2,954 26,3 11 
Purchases of intangible 

assets 18,439 18,439 

(a) Unallocated segment assets are primarily comprised of other corporate amounts that cannot be directly attributed 
or allocated to segments on a reasonable basis. 
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4. Segment information (continued) 

Fo[' the year ended Dettmber 31 , 2()()7 

(thousands of euros) 
Revenue 
Revenue from third-pany 
customers 
Intercompany revenue 

Total revenue 

As or December 31, 2007 

Other segment information 

Segment assets (a) 

Capital expenditures: 

Purchases of systems, 
equipment and other assets 

Purchases of property, plant 
and equipment 

Purchases of intangible assets 

North 
America 

520,794 

520,794 

2,383,550 

98,560 

3,909 

154 

Europe and Latin Asia 
Africa America Pacific Unallocated 

1,049, 109 81 ,529 9,959 

1,049, 109 81 ,529 9,959 

2,409,7 10 314,536 77,247 665,653 

62,421 12,912 3,359 

9, 171 

5, 109 

Total 

1,661 ,39 1 

1,66 1,391 

5,850,696 

177,252 

13,080 

5,263 

(a) Unallocated segment assets are primarily comprised of other corporate amounts that cannot be directly attributed 
or allocated to segments on a reasonable basis. 
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4. Segment information (continued) 

Countries included in our geographical segments are as follows: 

North 
America 

United States 
Canada 

Europe and 
Africa 

Austria 
Belarus 
Belgium 
Czech Republic 
Denmark 
Estonia 
Finlund 
France 
Gcnnany 
Ghana 
Iceland 
Ireland 
Israel 
Italy 
Lithuania 
Luxembourg 
Morocco 
Netherlands 
Poland 
Portugal 
Slovak Republic 
South Africa 
Spain 
Sweden 
Turkey 
Ukraine 
United Kingdom 

DOCUMENT REDACTED BY TLC -12-4-10 

Latin 
America 

Anguilla 
Antigua and Barbuda 
Argentina 
Barbados 
Bennuda 
Brazil 
Chile 
Colombia 
Dominican Republic 
Guatemala 
Jamaica 
Mexico 
Puerto Rico 
51. Kins and Nevis 
St. Maarten 

Australia 
China 

Asia 
Pacific 

New Zealand 
Singapore 
Sri Lanka 
Taiwan 
Thailand 

Republic of Trinidad and Tobago 
Turks and Caicos Islands 
us Virgin Islands 
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5. Systems, equipment and other assets related to contracts, nct 

Land and Terminals Furniture and Contracts 
(thousands of euros) Buildinss and Systems Equif!ment in ProS,!ess Total 
Net book value 

Balance at January 1, 2007 19,415 736,906 44,963 44,606 845,890 

Acquisitions (Note 3) (840) 1,341 501 

Additions 3,843 44,208 10,0 13 119,188 177,252 

Depreciation (3,000) (179,895) (12,513) (195,408) 

Impairment losses (Note 25) (7,052) (1,059) (115) (8,226) 

Disposals (9,31 1) (2,012) (6 15) (11 ,938) 

Foreign currency translation (55) (60,745) (3,234) (3,688) (67,722) 

Transfers 11 8,743 5,390 (123,965) 169 
Other (89) (169) (258) 

Balance al December 31 , 2007 20,204 641 ,925 42,720 35,4 11 740,260 
Acquisitions (Note 3) 9 31 ,690 600 226 32,525 

Additions 1,900 53,316 15,379 131,659 202,254 

Depreciation (3,767) (196,674) (13,240) (213,681) 

Impairment losses (Note 25) (l H,22H) (I ,1 5H) (19,386) 

Disposals (6,085) (261) ( 1,482) (7,828) 

Foreign currency translation 24 19,506 435 4,609 24,574 

Transfers 87,955 1,780 (89,725) 10 
Othe, (25) 14 (II) 

Balance al December 31 , 2008 18,370 613,380 47,427 79,540 758,717 

Balance at December 31, 2007 

Cost 32,702 1,068,658 61,180 35,41 1 1, 197,951 

Accumulated depreciation (12,498) (426,733) (18,460) (457,691) 
Net book value 20,204 641,925 42,720 35,411 740,260 

Balance at December 31, 2008 

Cost 34,640 1,220,55 1 76,387 79,540 1,411,118 

Accumulated depreciation (1 6,270) (607, 17 1) (28,960) (652,401 ) 

Net book value 18,370 613,380 47,427 79,540 758,717 
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6. Property, plant and equipment, net 

Land and F umi ture and Construction 

(thousands of euros) Buildins;s E9ui~ment in Pro2:ess Total 
Net book value 

Balance al January 1, 2007 29,820 30,534 6,267 66,621 

Additions 327 4,378 8,375 13,080 

Depreciation (2,066) (7,847) (9,913) 

Disposals (45) ( 191) (236) 

Foreign cWTency mmslation (3,105) (3, 199) 101 (6,203) 

Transfers 5,169 6,471 (11,809) (169) 

Other (20) (31) (51) 

Balance at December 31, 2007 30,080 30,115 2,934 63, 129 
Acquisitions (Note 3) 12,158 5,253 17,411 

Additions 14 5,438 20,859 26,31 1 

Depreciation (2,070) (9,709) (11,779) 

Impairment losses (Note 25) (1,628) (1,628) 

Disposals (37) (560) (597) 
Non-current assets classified as held for sale 
(Note 16) (10,028) (1 0,028) 

Foreign currency translation 1,187 1,732 295 3,214 

Transfers 1,456 (1 ,466) (10) 

Balance at December 31 , 2008 31 ,304 32,097 22,622 86,023 

Balance at December 31 , 2007 
Cost 32,488 39,535 2,934 74,957 

Accwnuialcd depreciation (2,408) (9,420) (11,828) 

Net book value 30,080 30,115 2,934 63,129 

Balance at December 31, 2008 
Cost 35,842 50,88 1 22,622 109,345 

Accumulated depreciation (4,538) (1 8,784) (23,322) 

Net book value 31,304 32,097 22,622 86,023 
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7. Goodwill 

(thousands of euros) 

Balance at beginning of year 
Acquisitions (Note 3): 

Boss Media 
Atronic 
Toto Carovigno 
St. Minver 
Royal Gold 
Finsofi 
Other 

Adjustments: 
Foreign currency translation 
Subsequent changes in fair value of contingent liabili ties 
CLS-GTECH Company Limited 
Impairment losses (Note 25) 
Revisions to fair value of GTECH assets and liabilities acquired 
Goodwill associated with disposal group 

Balance at end afyear . 

December 3 1 , 
2008 2007 

2,793.186 

96,124 
47,858 
33,625 
23,960 
16,065 

)4,012 
231,644 

107,550 
2,267 

367 
(48,7 17) 

61 ,467 
3,086,297 

2,972,496 

46,967 
1,099 

48,066 

(246,931) 
(22,957) 

18,257 
24,255 

(227,376) 
2,793,186 

Goodwill related to the Atronic, Toto Carovigno and Royal Gold acquisitions are provisional because they are based 
on preliminary estimates and assumptions. Revisions to the fair values, which may be significant, will be recorded 
when the Group receives fmal information, including appraisals and other analyses, but not later than January 31, 
2009, August 28, 2009 and December 5, 2009 for these acquisitions, respectively. Goodwill related to the St. Minver 
acquisition is provisional as the cost of the acquisition includes contingent consideration. See Note 32. 

On December 19,2007, GTECH Global Services Corporation Ltd. ("GGSC") acquired 50010 of Tabcorp International 
Hong Kung Limited, which wa::; subsequently reni1lned CLS-GTECH Company Limited ("CLS~GTECH"). for the 
purpose of providing a nationwide KENO system for Welfare lotteries throughout China. CLS~GTECH had been 
formed as a joint venture between TabCorp International No.1 Pty Limited ("Tabcorp") and China LotSynergy 
Limited ("CLS") in 2005, and had launched a trial of the KENO system. CLS acquired Tabcorp's interest in the 
partnership immediately after which GTECH acquired a 50% interest in the joint venture for USS20 million (€13.9 
million at the December 19. 2007 exchange rate). The purchase accounting for CLS~GTECH, which is accounted for 
using proportionate consolidation, was fmalized during the three months ended March 31, 2008. 

The Group reviews goodwill for impairment annually, during its fourth quarter ending on December 31, or more 
frequently if events or changes in circumstances indicate thai the carrying value may be impaired. The €48.7 million 
of goodwill impainnent losses recorded during 2008 was related to the Gaming Solutions business segment. See 
Notes 9 and 25 for further discussion. 

Changes to pre~acquisil ion contingent income tax liabilities resulting from a change in estimate or settlement with tax 
authorities are applied to reduce the remaining balance of goodwill relating to acquisitions. 
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7. Goodwill (continued) 

The €24.3 miUjon prior year adjustment to goodwill associated with disposal group was principally due to the 
finalization of the purchase price on March 30, 2007 of the sale of rOLeARD S.A. to First Data International for 
US$325 million (€237.8 million at the Augustl , 2007 exchange rate). See Note 27. 

8. Intangible assets, net 

(thousands of euros) 

Balance al beginning of year 

Intangible assets acquired during the year: 
Purchase business combination related: 

Customer contracts 
Trademarks 
Capitalized computer software 
Networks 
Licenses 
Other 

All other intangible assets acquired: 
Patents 
Sports betting rights and horse racing betting rights 
Concessions and licenses 
Other 

Total intangible assets acquired 
Foreign currency translation 
Customer contracts - CLS-GTECH 
Revisions to fair value ofGT ECH assets and liabil ities acquired 
Amortization 
lmpainnent losses (Note 25) 
Balance al end of year 

December 3 1, 
2008 2007 

740,613 856,764 

64,8 11 13 ,875 
26,715 1,678 
30,559 11 ,302 
19,360 

1,387 478 
1,235 515 

144,067 27.848 

7,420 3,588 
5,105 540 
2,572 1,135 
3,342 

18,439 5,263 

162,506 33,11 1 
24,068 (8 1,708) 
15,250 

938 
(86,276) (68,192) 

(3,0 15) (300) 
853,146 740,613 

Purchase business combination related intangible assets in 2008 result principally from the Atronic, Boss Media, St. 
Minver and Toto Carovigno acquisitions and in 2007 result from the Finsoft , CGI and Gruppo Sigma acquisitions. 
The excess of acquisi tion costs over the fai r value of Royal Gold's assets and liabilities assumed have been allocated 
entirely to goodwill pending final infonnation, including appraisals and other analyses. 

Intangible assets related to the Atronic and Toto Carovigno acquisitions are provisional because they are based on 
preliminary estimates and assumptions. Revisions to the fair values, which may be significant, will be recorded when 
the Group receives final information, including appraisals and other analyses, but not later than January 3 1, 2009 and 
August 28, 2009 for these acquisitions, respectively. As described in Note 7, the purchase accounting for CLS
GTECII was finalized during the three months ended March 3 1, 2008. 
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8. Intangible assets, net (continued) 

Intangible assets that are subject to amortization are being amortized ratably over their estimated useful lives. with n o 
estimated residual values. Certain trademarks and networks were determined to have indefmite lives and are not 
subject to amortization. The Group expects to make use of the trademarks and networks on existing and future 
business, and no economic, legal or contractual limitation of their useful lives is anticipated. The following tables 
present detailed information for intangible assets. 

As of December 31. 2008 
Weighted Average Gross Not 

Amortization Carrying Accumulated Carrying 
(thousands of euros) Period C!.ears1 Amount Amortization Amount 
Subject to amortization 
Customer contracls 14. 1 684,398 11 9,620 564,778 
Capitalized computer software 10.1 102,345 23,007 79,338 
Sports betting rights and horse 
racing betting rights 7.5 61,959 9,961 51,998 
Proprietary hardware 14.0 20,244 3,370 16,874 
Patents 3.0 66,002 56,827 9,175 
Concessions & licenses 3.0 15,787 12,560 3,227 
Trademarks 6.1 3,574 566 3,008 
Networks 2.0 3,123 163 2,960 
Other 9.6 10.736 2.577 8.159 

968,168 228,651 739,517 
Not subject to amOrliZiltion 
Trademarks 97,375 97,375 
Nt=lworks 16,254 16,254 

1131629 113,629 
1,081,797 228,651 853,146 

As of December 31 , 2007 
Weighted Average Gross Not 

Amortization Carrying Accumulated Carrying 
(thousands of euros) Period {Years} Amount Amortization Amount 
Subject to amomZlltion 
CUstomer contracts \4.1 584,386 60,288 524,098 
Capitalized computer software 11.8 72,710 9,637 63,073 
Spons betting rights and horse 
racing belting rights 9.0 56,033 3,463 52,570 
Proprietary hardware 14.0 18,4 77 1,779 16,698 
Patents 3.0 58,577 51,664 6,913 
Concessions & licenses 3. 1 12,760 10,029 2,731 
Other 11.0 51313 21°51 31262 

808.256 138,911 669,345 
Not subject to amortizo.tion 
Trademarks 71,268 71 ,268 

879,524 138.911 740.613 
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9. Impairment testing of goodwill and intangibles with indefinite lives 

Goodwill and other intangible assets with indefinite lives acquired through business combinations has been allocated 
to seven groups of cash generating units for impairment testing as follows: 

• Lottery (Lottomatica) 
• Lonery (GTECH) 
• Gaming Solutions (Lollomatica) 
• Gaming Solutions (GTECH) 
• Commercial Services 
• Sports Betting 
• Interactive 

Carrying amount of guocJwill, trddemarks and networks at December 31 

Goodwill 
(thousands of eUTOS) 2008 2007 

Lonery 2,520,102 2,403,996 70,355 68,075 
Commercial Services 220,098 220,098 
Gaming Solutions 153,7 10 125,359 17,877 3,193 
Interactive 150,497 43,733 25,397 
Spons Bening 41 ,890 

3,086,297 2,793, 186 113,629 71,268 

wltomatica 
For Lottomatica, the principal Italian operating entity of the Group, the recoverable amounts for the Lottery, Gaming 
Solutions, Commercial Services, and Sports Betting cash generating units have been determined based on a value in 
use calculatioo using cash flow projections from financial forecast .. approved by senior management. These forecasts 
cover a period of approximately eight years for the Lottery and Sports Betting units and approximately five years for 
the Gaming Solutions and Commercial Services units, which are based on the weighted average contractual life of 
customer contracts in Lottomatica 's portfolio. Cash flows beyond the five year period were extrapolated using a 
growth rate of3 .25% for the Lottery, Gaming Solutions and Sports Belting cash-generating units. and 3.0% for the 
Commercial services cash-generation unit, which were based on historical trends and expected future performance. 

GTECH 
For GTECH, the recoverable amounts for the Lottery, Gaming Solutions, and Interactive cash generating units have 
been determined based on a value in use calculation using cash flow projections based on financial forecasts approved 
by senior management covering a period of five years, which is based on the weighted average contractual life of 
customer contracts in GTECH's portfolio. Cash flows beyond the five year period were extrapolated us ing growth 
rates of3 .S% for all of these cash-generating units, which were based on historical trends and expected future 
performance. 
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9. Impairment testing or goodwill and intangibles with indefinite lives (continued) 

Key assumptions used in the value in use calculations 
The calculation of value in use for all cash-generating units described above are most sensitive to the following key 
asswnptions on which management has based its cash flow projections to undertake impainnent testing of goodwill 
and trademarks. 

~ Service revenue and related profit; 
}> Product sales and related profit; 
}> DiscOWlt rates; and 
}> Growth rate used to extrapolate cash flows beyond the forecast period 

Service revenue and related profit 
Projected cash flows from service revenue assumes the continuation of recent historical trends adjusted for expected 
new contract wins, anticipated contract renewal pricing pressures, and the expected impact of sales and marketing 
initiatives that are being developed or expected to be developed. 

Product sales and related profit 
Projected cash flows from product sales assumes renewal orders from existing customers in connection with known 
upcoming procurements, along with orders from new or developing customers and markets at selling prices generally 
in line with historical experiences adjusted for expected competitive pressures. 

Discount rales 
Discount rates reflect management 's estimate of the risks specific to each cash-generating unit and is the benchmark 
used by management to assess operating perfonnance. While both Lottomatica and GTECH participate in the Lottery 
and Gaming Solutions segments, the duration and geographic diversity of customer contracts is the principal reason for 
the differences in the discount rates used in impainnent testing. The pre-tax discount rates applied to the cash flow 
projections for a ll cash-generating units described above were as follows: 

Lonomatica GTECH 

Lottcry 11.7% 8.7% 
Gaming Solutions 13.7% 9.2% 
CUIllIIlI::n:;iai Servi.,;es 13.1% 
Sports Betting 9.7% 
Interactive 9.5% 

Growth rate used 10 extrapolate cash flows beyond the forecast period 
Growth rates are based on historical trends and expected future perfonnance. 

Sensitivity to changes in assumptions 
With the exception ofGTECH 's Gaming Solutions cash generating unit, management believes that any reasonably 
possible cbange in any of the key assumptions on which the cash generating unit's recoverable amounts is based 
would not cause the unit 's carrying amount to exceed its recoverable amount. Because the fair value ofGTECH's 
Gaming Solutions cash generating unit is equal to its carrying value, any adverse change in a key assumption may 
cause a further impairment loss to be recognized. 

During 2008, €48.7 million of goodwill impainnent losses was recorded related to GTECH 's Gaming Solutions cash 
generating unit. See Note 25 for further discussion. 
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10. Other assets (non-current and current) 

(thousands of euros) 

Other non-current assets 

Long-tenn customer receivables 

Deposits 

Long-tenn prepaid expenses 
Share of non-currenl assets of joint ventures (a) 
Sales-type lease receivables 
Refundable performance deposit 
Other 

(a) See Notes 7 and 8 for information regarding CLS-GTECH 

(thousands of eurosj 

Other current assets 
Other receivables 
Value-added tax receivable 
Other tax receivables 
Prepaid expenses 
Share of other current assets of joint ventures 

Refundable performance deposit 
Contract receivables 
Other 
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December 31, 
2008 2007 

8,971 5,415 

3,235 2,780 

2,725 1,194 

1,974 22,905 

1,842 2,362 
493 

2,633 1,244 

21 ,380 36,393 

December 31, 
2008 2007 

26,263 7,319 
15,043 7,279 

10,239 12,755 
10,048 8,536 

1,41 6 617 

719 1,359 
9,739 

1,432 2,241 
65,160 49,845 
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11. Financial instruments 

Fair values 

Sct out below is a comparison by class of the carrying amounts and fair values of our fmaneial instruments. 

December 31, 2008 December 3 1, 2007 
Carrying Fair Carrying Fair 

(thousands of euros) Amount Value Amount Value 
Financial assets 
Cash and cash equivalents 

Cash and cash equivalents 109,274 109,274 434,065 
109,274 109,274 434,065 434,065 

Derivatives 
Foreign currency forward contracts 4,2 11 4,211 
Net investment hedge 1,343 1,343 

5,554 5,554 
Loans and receivables 

Escrow and other deposits 8,776 8,776 16,154 16,154 
Loan guarantees 468 468 6,207 6,207 
Other loans and receivables 31440 3

2
440 1,000 11°00 

12,684 12,684 23 ,361 23,361 
A vailable-for-sale financial assets 

Investment in govenunenl securities 2,050 2,017 2,015 1,982 
Other available-for-sale fi nancial assets 390 390 

2,440 2,407 2,015 1,982 

Total non-current financiN.1 assets 390 390 5,765 5,765 
Total current financial assets 20,288 20,255 19,611 19,578 

20,678 20,645 25,376 25,343 

Cash and cash equivalents are stated at cost, which approximates fair value, and earn interest at market rates. 
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11. Financial instruments (continued) 

December 31, 2008 December 31 . 2007 
Carrying Fair Canying Fair 

(thousands of euros) Amount Value Amount Value 
FilUmcial liabilities 
Loans and borrowings 

GTECH Senior Credit Facilities 1,362,453 1,373,263 1,482,3 18 1,494,464 
Capital Securities 777,016 461 ,250 774,487 729,375 
L TO Tenn Loan Facility 353,955 360,601 
LTO Revolving Credit Facility 50,095 50,095 
Joint venture related debt 13.020 13.020 13.733 13,733 
4.80% Bonds 359,976 359,550 
Other loans 139:220 139,220 8,202 8!202 

2,695,759 2,397,449 2.638.7 16 2,605.324 

Derivatives 
Intcrest rate swaps 73,739 73 ,739 14,632 14,632 
Other derivatives 1:492 1:492 3:739 3,739 

75,231 75,231 18,371 18,371 
Other fina ncia l lia bili ties 

Acquisition related liabilities 36,081 36,08 1 20,463 20,463 
World Headquarters finance lease 

obligation (Note 32) 20,336 19,079 19,588 19,222 
Other finance lease obligations 15,229 15,229 
Loan guarantees 468 468 6:207 6:207 

72,114 70,857 46,258 45,892 

Total nOD-current financial lia bilities 134,604 133,375 48,419 48,060 
Total current fi nancia l lia bilities 121741 121713 161210 16:203 

147,345 146,088 64,629 64,263 

The fair values of our financial instruments were detennined as follows: 

• fOlWard currency fOlWard contracts are calculated by reference to current fOlWard exchange rates fo r contracts 
with similar maturi ty profi les; 

• escrow and other deposits are stated at cost, which approximates fair value, and earn interest at market rates; 
• interest rate swaps, Capital Securities and 4.800/0 Bonds were detennined by independent investment bankers 

calculated using market interest rates; 
• the GTECH Senior Credit Facilities, LTO Term Loan Facility and LTO Revolving Credit Facility approximate 

their carrying amounts, excluding the effect of debt issuance costs; 
• acquisition related liabilities and loan guarantees were detennined using discounted cash flows; and 
• the World Headquarters finance lease obligation is recorded at the present value of the lease payments based on 

current market interest rates; and 
• other fmance lease obligations are based on current market interest rates. 
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12. Income tax 

Income before income tax expense consists of the following: 

(thousands of euros) 

Italy 
Foreign 

The significant components of income tax expense an: as follows: 

(thousands of euros) 
Current 
Italy 
Foreign 

TOlai ClUTeDt 

Deferred 
Italy 
Foreign 

Total Deferred 
Income tax expense 
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December 31, 
2008 2007 

312,301 
(126,885) 
185,416 

December 31, 

264,068 
(67,652) 
196,416 

2008 2007 

109,080 88,647 
45,632 38,734 

154,712 127,38 1 

(793) 24,184 
(106,373) !61 ,113) 
P07,166) (36,929) 

47,546 90,452 
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12. Income tax (continued) 

The tax effects of temporary differences and carryforwards thai give rise to deferred tax assets and liabilities consist of 
the following: 

Depreciation and amortization 83,21 8 68,408 
Provisions not currently deductible for tax purposes 48,354 27,362 

Net operating loss carryforward 45,607 11,804 
Interest rate swaps 28,469 5,487 

Cash collected in excess of revenue recognized 13,008 8,876 

Inventory reserves 4,969 3,454 

Foreign currency translation 3,384 16,159 

Tax credit carryforward 1,210 10,077 

Other 7,202 9, 131 
235,421 160,758 

Deferred tax liabilities 
Acquired intangible assets 335,745 330,093 

Depreciation and amortization 104,030 118,970 

Other 1,634 3,672 

441 ,409 452,735 
Net deferred tax assets (liabilities) (205,988) (291,977) 

Net deferred tax liabilities at December 31, 2008 (205,988) 

Net deferred tax liabilities at December 31 , 2007 (291,977) 

Net change on the balance sheet 85,989 

Deferred tax benefit recorded to the income statemenl 107,166 

Purchase accounting related (22,246) 

Other deferred tax benefit recorded to equity 1,069 
85,989 
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12. Income tax (continued) 

The effective income tax rate on income before income lax expense differed from the Italian statutory tax rate for the 
fo llowing reasons: 

(thousands of euros) 

Income before income tax expense 

Italian statutory tax rate 

Theoretical provision for income taxes based on Italian statutory tax 
nne 

Reconcilialion af the theoretical and effective provision for income 
taxes: 

Permanent differences 
Italian local tax (IRAP) 
Nondeductible expense 
Substitutive tax basis benefit 
Foreign tax rate differential 
Controlled foreign corporation tax 
Italian statutory tax rate change 

00" 

Total tax provision 

Effective tax rate 

December 31, 
2008 2007 

185,416 196,416 

27.50% 33.00% 

50,989 64,817 

24,051 22,763 
9, 167 6,587 

(10,191) 
(25,879) 3,643 

(2,792) 
(4,081) 

(591) (485) 

47,546 90,452 

25.6% 46. 1% 

At December 31, 2008, a (€339.1) million deficit existed in undislributt:d earnings of foreign subsidiaries. 
Accordingly, no undistributed earnings existed that would have required the consideration ofa deferred tax liability if 
such earnings were forecasted to be distributed in the foreseeable future. If undistributed earnings had existed at 
December 31 , 2008. an associaled deferred tax liability would nol have been required because there is no intention by 
the Group to remit foreign earnings in the foreseeable future. 

AI December 31, 200S, the Group has recognized deferred tax assets related to operating losses of €45.4 million 
(United Stales, state and Italian nel operating losses) and recognized deferred tax assets related to tax credits of€ I .2 
million. The recognition of these assets is based on expectations that sufficient taxable income will be generated in 
future years to utilize the tax loss carry forwards. The Group also has €3.7 million of unrecognized deferred tax assets 
related to net operating losses and €21.S million of unrecognized deferred tax assets related to tax credits. These 
deferred tax assets were not recorded because realization of these assets is uncertain. 

At December 3 1, 200S, the Group had Italian net operating loss carry forwards for income tax purposes of€12.2 
million thai expire at various dates through 2012. The Group also has United States (US) net operating loss carry 
forwards of£13.4 million that expire in 202S. 
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12. Income tax (continued) 

At December 31, 2008, tbe Group had US stale net operating losses that will expire al various dates through 2028. 
The Group bas recorded a deferred tax asset of€16.2 million for these state net operating losses. 

At December 31, 2008, the Group had unrecognized foreign net operating losses of€IS. l million that expire al various 
dates through 2027. The Group also had unrecognized US tax credit carry forwards of€21.8 million that expire at 
various dates through 2018. 

13. Inventories 

(thousallds of euros) 

Raw materials 
Work in progress 

Finished goods 

December 31, 
2008 2007 

28,419 

50,633 

50,508 
129,560 

19,553 

58,230 
29,199 

106,982 

The total cost of inventory related to product sales that were recognized as an expense during 2008 and 2007 was 
€ 19 1.5 million and €55.7 million, respectively, which is included in raw materials, services and other costs in our 
consolidated income statement. 

The amount of write-down of inventories recognized as an expense during 2008 and 2007 was f:7. 7 million and € 1.2 
million, respectively, which is included in raw materials, services and other costs in our consolidated income 
statement. 

14. Trade and other receivables 

(thousands of euros) 

Trade receivables 
Receivables from intermediaries 
Related party receivables (Note 30) 
Sales-type lease receivables 

December 3 1. 
2008 2007 

445,111 
325, 139 

2,689 
656 

773,595 

305,760 
377,498 

11,329 
635 

695,222 

For terms and conditions relating to related party receivables, see Note 30. Receivables from intermediaries represent 
amounts due from tobacconists, bars, petrol stations, newspaper stands and motorway restaurants in which Lottomatica 
provides third-party processing services re lated to their commercial services network. Trade receivables and 
receivables from intermediaries are non-interest bearing. 

113 
DOCUMENT REDACTED BY TLC -124-10 



GROUP--
LOITOMA TICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

15. Consolidated net financial position 

(thol/sands of euros) 

Cash on hand 
Cash at bank 

Cash and cash equivalents 

Current financial receivables 

Short-term borrowings 
Capital Securities 
GTECH Senior Credit Facilities 
4.80% Bonds 
Other 

Current financial debt 

Net current financial debt 

GTECH Senior Credit Facilities 
Capital Securities 
LTD Term Loan Facility 
Interest rate swaps 
Atrome related debt 
LTO Revolving Credit Facility 
Other 

Non current financia l debt 

Net financial position 

Total indebtedness included in net financial position 

December 31, 
2008 

392 
108,882 
109,274 

20,288 

60,848 
46,491 

2.565 

24,794 
134,698 

5.136 

1.359.888 
730.525 
353.354 

73.740 
69.793 
50.000 
71.106 

2.708,406 

2.7 13.542 

2.695.759 

2008 Annual Report 

2007 

181 
433 1884 
434,065 

19,61 1 

7.610 
46.6 18 
78,398 

359,976 
18:602 

5 11,204 

57.528 

1.403.920 
727.869 

14.632 

45,720 
2.192.141 

2.249.669 

2.638.716 

As described in Note 2.1 , net financial position of€2,229,206 at December 3 1,2007, as previously reported, has been 
revised to include €20.5 million of contingent consideration associated with the July 2, 2007 acquisition of Finsoft. 
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16. Non-current assets classified as held for sale 

At December 31, 2008, the Group classified certain property acquired in connection with its acquisition of Atronic 
(Gaming Solutions segment) located in Scottsdale, Arizona, USA as held for sale. The property is being marketed for 
sale at the direction of management and is expected to be sold within one year. The major classes of assets held for 
sale are as follows (in thousands of euros): 

Building 
Land 

Asset impainnent loss 
Non-current assets classified as held for sale 

5,360 
4,668 

10,028 
(2,572) 
7.456 

The Group recognized a €2.6 million impairment loss (€ 1.6 million net of tax benefit) on the remeasurement to fair 
value less costs to sell for this property. See Note 25 for further details. 

17. Issued capital and reserves 

Authorized shares 

Ordinary shares of€} par value per share 

Ordinary shares outstanding, issued and fully paid 

Balance at January I, 2007 

Shares issued upon exercise of stock options 

Shares issued to employees at a discount 

Shares issued under stock award plans 

Balance at January 1,2008 

Shares issued upon exercise of stock options 

Shares issued under stock award plans 

Balance at December 31 , 2008 

December 31, 
2008 2007 

159,278,775 

150,749,576 

308,550 

601 ,837 

239,233 

151 ,899, 196 

232,400 

155,241 

152,286,837 

156,805,233 

Approximately 2.8 million and 2.6 million ordinary shares were reserved to satisfy rights in respect of our various 
share-based payment plans at December 31 , 2008 and 2007, respectively. 

DOCUMENT REDACTED BY TLC -124-10 
li S 



GROUP 
2008 Annual Report 

LOrrOMA TICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

17. Issued capital and reserves (continued) 

Other Reserves Stock 
Option Net 

,nd Share- Unrealized 
Restricted B=d Ex Art Gains! 

Legal Stock Payment 2349 (Losses) Translation Merger 
(thousands of euros) Reserve Reserve Reserve Reserve Reserve Reserve Reserve Total 

Balance at January 1, 2007 18,372 18,282 7,942 5,320 (37,5 72) 20,138 32,482 

Fair value of interest rate 
(9,199) (9,199) 

swaps 

Amortization of unrecognized 
(570) (570) 

gain on intcrest rate swap 

Unrecognized net gain on 
262 262 

derivative instruments 

Foreign currency translation (152,380) ( 152,380) 

Dividend distribution (20,138) (20,138) 

Appropriation of2006 income 
11,931 2,228 14,159 

in accordance with Italian law 

Share-based payment 21 ,346 21,346 

Shares issued under stock 
7,254 (7,254) (239) (239) 

award plans 

Balance at December 31, 2007 30,303 25,536 22,034 1,989 (4,187) (189,952) (114,277) 
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17. Issued capital and reserves (continued) 

Otber Reserves Stock 
Option Not 

and Share- Unrealized 
Restricted Based Ex Art Gains! Treasury 

Legal Stock Payment 2349 (Losses) Translation Share 

(thousands of euros) Reserve Reserve Reserve Reserve Reserve Reserve Reserve Total 

Balance at January 1, 2008 30,303 25,536 22,034 1,989 (4,187) (189,952) (114,277) 

Fair value of interest rate 
(39,925) (39,925) 

swaps 

Amortization of unrecognized 
(570) (570) 

gain on interest rate swap 

Unrecognized net gain on 
607 607 

derivative instruments 

Unrecognized net gain on 
88 

available for sale investment 

Foreign currency translation 54,228 54,2",,, 

Treasury share purchase plan 456,926 456,926 

Treasury shares purchased (74,830) (74,830) 

Appropriation of2007 income 
77 77 

in accordance with Italian law 

Share-based payment 14,682 14,682 

Shares issued under stock 
8,530 (10,176) (155) (1,801) 

award plans 

Other movements in equity (3 1) (31) 

Balance at December 31, 2008 30,380 34,066 26,540 1,834 (43,987) ( 135,755) 382,096 295,174 

Nature and purpose of other reserves 

Legal reserve 
The legal reserve is required by Italian law and must be increased by a minimum of 5% of net profit for the year until 
the balance represents 20010 of share capital. 

Stock option and restricted stock reserve 
The stock option and restricted stock reserve is used to record the fair value of stock options granted to employees that 
have been exercisetl anti stock awards that vested during the year. 
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17. Issued capital and reserves (continued) 

Share-based payment reserve 
The share-based payment reserve is used to record the increase in equity where goods or services are received in 
equity-settled share-based payment transactions. Decreases relate 10 the fair value of stock awards that vested during 
the year. 

Ex Art 2349 reserve 
The ex art 2349 reserve was established by shareholders' resolution in accordance with Lottomatica' s by-laws, as 
appropriated from income of the Group, 10 serve share-based payment plans. Decreases relate to stock awards granted 
to employees that vested during the year. 

Net unrealized gains/Oosses) reserve 
The net unrealized gainS/(losses) reserve is used to record: 
• the deferred gain, net of amortization, related to OUT agreement to lock in interest rates to hedge £750 million of 

capital securities; 
• the fair value of interest rate swaps assessed to be highly effective; and 
• the unrecognized net gain or loss on other derivative instruments assessed as being highly effective and available 

for sale investments. 

T ra nslatio n reser ve 
The translation reserve is used to record: 
• exchange differences that arise from the translation of the financial statements of foreign subsidiaries, joint 

ventures and investments valued at equity; and 
• excbange differences that arise on monetary items that, in substance, form part of tbe net investment in fo reign 

operations (sucb as intragroup loans wbere settlement is neither planned nor likely to occur in the foreseeable 
future). 

Merger reserve 
The merger reserve was established upon the acquisition of NewGames S.p.A. to guarantee the share exchange of the 
Lottomatica ordinary shares owned by the minority shareholders of Lottomatica othcr than FinEuroGamcs (whose 
Lottomatica shares were cancelled without share exchange). 

Treasury share reserve 
The treasury share reserve was established upon the approval at the Apri12008 Shareholders' Meeting, of the plan to 
repurchase Lottomatica ordinary shares up to a maximum amount of 10010 of share capitaL Shares may only be 
repurchased up to a maximum of 18 months from the lime of authorization (i.e. unti l October 2009.) Decreases result 
from the actual purchase of treasury shares. 
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18. Debt 

(lhoJ/sands of euros) 
Long-term debt, less current portion 

GTECI I Senior Credit Facilities 
Capital Securities 
LTO Term Loan Facility 
LTD Revolving Credit Facility 
Othe< 

Share of non-current debt of joint ventures 

Short-term bor rowings 
Shon-Ierm borrowings 
Share of short-term borrowings of joint venrures 

Current portion of long-term debt 
Capital Securities 
GTECH Senior Credit Facilities 
LTD Term Loan Facility 
LTD Revolving Credi t Facility 
4.80% Bonds 
Other 

Share of current portion of long-term debt of joint ventures 

Total indebtedness 

GrECH Senior Credit Paciiilies 

December 31. 
2008 

1,359,888 
730,525 
353,354 

50.000 
69.893 

2,563,660 
10, 142 

2,573 ,802 

59.866 
982 

60,848 

46,491 
2,565 

601 
95 

9,461 
59,213 

1.896 
61, lO9 

2,695,759 

2008 Annual Report 

2007 

1,403,920 
727.869 

757 
2,132,546 

II
z
176 

2,143,722 

7,332 
278 

7,610 

46,618 
78,398 

359,976 
113 

485, 105 
2,279 

487,384 

2,638,716 

In May 2006, in connection with the acquisition ofGTECH Holdings Corporation, Gold Acquisition Corp., an indirect 
wholly-owned subsidiary oflAlttomatica and predecessor· in·interest to GTECH, entered into an agreement with a 
syndicate of financial institutions for US$2.76 billion in senior unsecured credit facili ties (the "GTECH Senior Credit 
Facilities"). The GTECH Senior Credit Facilities expire on August 29, 2012. The GTECH Senior Credit Facilities are 
unsecured and unsubordinated and are fully and unconditionally guaranteed by Lollomatica, GTECH Holdings 
Corporation (fonnerly known as Gold Holding Co.) ("Holdings"), GTECH Rhode Island Corporation ("GTECH 
Rhode Island") and Lottomatica International Hungary Kft. ("lAlttomatica Hungary") (Holdings, GTECH Rhode 
Island and Lollomatica HWlgary are collectively referred to herein as the "Other Guarantors"). In May 2008, the 
agreement for the GTECH Senior Credit Facilities was amended to, among other matters, convert the US$250 million 
guaranty facility into a USS250 million revolving credit facili ty. 
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18. Debt (continued) 

The GTECH Sen ior Credit Facilities consist of the following facilities (US dollars in thousands): 

Tenn Facility A 
Tenn Facility B 
Revolver A 
Revolver 8 

Committed amount available 
December 31. 2007 December 31, 2008 

1,664,602 
535,398 
250,000 
250.000 

2.700,000 

1,310,950 
42 1,650 
250,000 
250,000 

2.232,600 

Amount 
borrowed at 

December 31! 2008 

1,31 0,950 
421 ,650 
165,000 

14.5 15 
1,912,1 15 

The GTECH Senior Credit Facilities require that GTECH repay Tenn Facility A and Tenn Facility B (Tenn Facility A 
and Term Facility B are collectively referred to as the "GTECH Term Facilities") pursuant to the following schedu le 
(US dollars in thousands): 

2010 
2011 
2012 

Total 

42,600 
210,000 

1 ,480.000 
1,732.600 

Interest is generally payable three months in arrears at rates detennined by reference to LlBOR plus a margin based on 
the Group's ratio of total net debt to earnings before interest, taxes, depreciation and amortization, and the Group's 
senior unsecured long-tenn debt ra ting. A facility fee is payable quarterly at a rate of 0.24% per annum on the total 
available commitment of Revolver A and Revolver B. 

The GTECH Senior Credit Facilities have covenants and restrictions including, among other things, requirements 
relating to the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, and 
limitations on d ividends. Violation of these covenants may result in the full principal amount of the GTECH Senior 
Credit Facilities becoming immediately payable upon written notice. At December 3 1, 2008 and December 31, 200 7, 
we were in compliance with all covenants and restrictions. 

Debt issuance costs associated with the GTECH Senior Credit Facili ties are being amortized over approximately six 
years beginning September 2006. 

CapiLllI Securiti£s 

In May 2006, Lottomalica issued €"I50 million of subordinated interest-deferrable capital securities due March 2066 
(the "Capital Securities"). The Capital Securities have a fixed coupon rale of8.25% payable annually through March 
3 1,20 16 and thereafter have a variable interest rate of six-month EURIBOR plus 505 basis points payable semi
annually. The Capital Securities have received a rating equal to a BB and Ba3 by Standard & Poor's Rating Service 
and Moody's Investors Service Limited, respectively. The Capital Securities are listed on the Luxembourg Stock 
Exchange. 

The Capirol Securities are redeemable Ilt maturity, at par value after March 31, 2016, upon the occurrence of certain 
tax. events, through open market purchases, by public cash tender offer, or if a change of control event occurs. 
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18. Debt (continued) 

Debt issuance costs associated with the Capital Securities are being amortized over ten years beginning May 2006. 

The Capital Securities allow Loltomalica to optionally defer coupon payments and mandates deferral of coupon 
payments if Lottomatica is in breach of the interest coverage ratio as defmed in the Capital Securities agreement. 
Under circumstances described in the Capital Securities trust deed, LOltomatica is required to settle deferred coupon 
payments in cash or equity. 

The tenns of the Capital Securities require Lottomatica to authorize the issuance of ordinary shares in accordance with 
a resolution approved by Lottomatica shareholders. At each annual general meeting, the value of the ordinary shares 
authorized for issuance must be equivalent to the coupon payments due during the following two-year period. As of 
December 31, 2008, the authorization was in place for the issuance of capital up to €170 million. Coupon payments 
over the next two years are approximately € 124 million. 

LTO Tenn Loan Facility 

In December 2008, Loltomatica entered into an agreement with a syndicate of fmancial institutions for a €360 million 
senior unsecured tenn loan facility (the "LTO Tenn Loan Facility"). The LTO Tenn Loan Facility expires on 
November 10, 2013. The LTO Tenn Loan Facility is unsecured and unsubordinated and is fully and unconditionally 
guaranteed by GTECH and the Other Guarantors. 

The LTO Tenn Loan Facility requires that Loltomatica make payments pursuant to the following schedule (euros in 
thousands): 

2011 
2012 
2013 

Total 

132,000 
132,000 
96,000 

360,000 

Interest is generally payable quarterly or semi-annually in arrears at rates detennined by reference to EURJBOR plus a 
margin based on the Group's ratio of total net debt 10 earnings before interest, taxes, depreciation and amortization, and 
the Group's senior unsecured long-tenn debt rating. 

The LTO Term Loan Facility has covenants and restrictions including, among other things, requirements relating to 
the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, and limitations on 
dividends. Violation of these covenants may result in the full principal amount becoming immediately payable upon 
written notice. At December 31, 2008 we were in compliance with all covenants and restrictions. 

Debt issuance costs associated with Ihe LTO Tenn Loan Facility are being amortized over approximately five years 
beginning November 2008. 

As of December 31, 2008, €360 million is outstanding under the LTO Tenn Loan Facility. 
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18. Debt (continued) 

LTO Revolving Credit Facility 
In May 2008, Lottomatica entered into an agreement with a syndicate of fmandal institutions for a €300 million senior 
unsecured revolving credit facility (the "LTO Revolving Credit Facility"). The LTO Revolving Credit Facility expires 
on August 29, 2012. The LTO Revolving Credit Facility is unsecured and unsubordinated and is fu lly and 
unconditiona lly guaranteed by GTECH and the Other Guarantors. 

Interest is generally payable monthly in arrears at rates determined by reference to EURlBOR plus a margin based on 
the Group's ratio of total net debt to earnings before interest, taxes, depred ation and amortization, and the Group's 
senior unsecured long·term debt rating. A facil ity fee is payable quarterly at a rate of 0.36% per annum on the total 
available commitment of the LTO Revolving Credit Facility. 

The LTO Revolving Credit Facility has covenants and restrictions including, among other things, requirements 
relating to the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, and 
limitations on dividends. Violation of these covenants may result in the full principal amount becoming immediate l y 
payable upon written notice. At December 3 1, 2008 we were in compliance with all covenants and restrictions. 

Debt issuance costs associated with the LTO Revolving Credit Facility are being amortized over approximately four 
years beginning May 2008. 

During the quarter ended June 30. 2008. Lottomatica borrowed the €300 million available under the LTO Revolvin g 
Credit Facility and the Group used the proceeds to prepay US$467.4 million of the GTECH Term Facilities. As of 
December 3 1,2008, €50 million remains outstanding under the LTO Revolving Credit Facility. 

4.80% Bonds 
In December 2003, Lottomatica issued €360 million principal amount of4.80% bonds due December 2008 (the 
"4.80"/0 Bonds"). In December 2008, Lottomatica borrowed the €360 available under the LTO Term Loan Facility and 
used the proceeds to repay the 4.80% Bonds. 

Other 
Other debt is primarily comprised of debt associated with the acquisition of Atronic on January 3 1, 2008. 

LeUers of Credit 
In connection with certain customer contracts, we are required to issue letters of credit for the benefit of our customers. 
The letters of credit primarily secure our performance under the customer contracts. At December 3 1. 2008, €425. 1 
million ofletters of credit were outstanding with a weighted average annual cost of 0.55%. 
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19. Provisions 

Legal T ox 
(thousands of euros) Matters Matters Other Total 

Balance al January 1.2008 18,86 1 3,446 1,940 24,247 
Arising during the year 2,620 4,005 4,000 10,625 
Utilized (3,548) (1 ,122) (4,670) 
Unused amounts reversed (185) (185) 
Foreign currency translation (906) 242 (35) (699) 
Balance at December 3 1, 2008 16,842 7,693 4,783 29.318 

Short-term 2007 538 538 
Long-term 2007 181861 31446 11402 231709 

18,861 3,446 1,940 24,247 

Short-term 2008 1,1 25 1,15 1 2,276 
Long-term 2008 15,717 7,693 3,632 27,042 

16,842 7,693 4,783 29,318 

ugol maners 
Provisions relate primarily to the legal matters discussed in Note 31 and arc calculated based on management 's 
expectations of settlement determined with the assistance of legal counsel. 

Tax matters 
Provisions relate primarily to disputed tax assessments and reserves for regulatory audits and arc calculated based on 
assessed taxes and expected payment of tax based on statutory rates. 

Other 
Othcr provisions rclatc primarily to warranty obligations, which generally extend for 12 months, on equipment sales 
and prizes on certain lottery games. Provisions are calculated based on historical cost infonnation and expected prize 
payouts. Settlement on prius varies according to tbe tenns of each individual game. 
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20. Other liabilities (non-current and current) 

(thousands of euros) 
Other non-current liabilities 
Deferred revenue 
Contingent liabili ties relaled to GTECH acquisition 
Staff severance fund (Note 29) 
Advance payment from customer 
Share of non-current liabilities of joint ventures 
Othe, 

(thousands of curos) 
Other current liabilities 
Accrued expenses 
Taxes other than income taxes 
Deferred revenue 
Employee compensation 
Advance payments from customers 
Advance biUings 
Othe, 

December 3 I , 
2008 2007 

18,32 1 
) 5,169 
7,755 
1,399 

502 
5,193 

48,339 

December 3 1, 

20,728 
13 ,682 
7,838 
4,535 
2,260 
5,420 

54.463 

2008 2007 

71,403 
58,872 
53,6 19 
49,956 
36,726 

7,383 
792 

278,75 1 

65,376 
50,504 
17,3 14 
39,263 
36, 197 

9,586 
642 

218,882 

As described in Note 2.1 , other non-current liabilities and other current liabilities al December 3 1, 2007 of E63.3 
million and €230.5 million, respectively, as previously reported, have been revised to exclude E8.8 million and Ell . 7 
million, respectively, of contingent consideration associated with the July 2, 2007 acquisition of Finsoft. 
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21. Foreign exchange gain (loss), net 

(thousands of euw!>'j 
Realized foreign exchange losses 
Unrealized foreign exchange gains (losses) 

Unrealized/oreign exchange gains (losses) 

For the year ended December 31, 
2008 2007 

(5,984) (1 ,867) 
__ ~1*,6,~33,,6:- (31 ,838) 
==..;,;IO;;;,3;;;52~ (33,705) 

In connection with GTECH's August 2007 sale of POL CARD S.A. to First Data international, on August 3, 2007, 
GTECH's Polish subsidiary, GTECH Polska Sp.z.o.o., loaned Polish zloty 255.6 million to GTECH Global Services 
Corporation Limited, whose functiona l currency is the US dollar. The loan bears market interest rates and is repayable 
on July 31, 2009. Unrealized foreign exchange gains of€16.3 million incurred during the twelve months ended 
December 31 , 200R include E14.7 mi llion of gains related to this loan resulting from fluctuations in the Polish zloty to 
US dollar exchange rate. 

Unrealized foreign exchange losses of €3 1.8 million incurred during the twelve months ended December 31, 2007 are 
principally comprised of non-cash losses associated with a US dollar denominated intragroup loan between 
Lottomatica and GTECH in connection with Lottomatica's acquisition of GTECH in August 2006. On July 13, 200 7, 
the intragroup loan was converted from US dollars to euro and effective September 7, 2007, management determined 
that t.he intragroup loan would be refinanced upon maturity with a new intragroup loan or loanf;. Therefore, beginning 
on September 7, 2007, the intragroup loan forms part of the net investment in GTECH and gains or losses on the 
retranslation of the intragroup loan are recorded to equity. 

22. Interest expense 

The Group incurred interest expense on the following components of debt: 

(thousands of euros) 

GTECH Senior Credit Facilities 
Capital Securities 
4.80% Bonds 
LTD Revolving Credit Facility 
Atronic related debt 
LTD Term Loan Facility 
Other 

See Note 18 for details of the debt facilities . 

DOCUMENT REDACTED BY TLC -124-10 

For the year ended December 31, 
2008 2007 

(70,777) 
(64,403) 
(17,303) 

(6,961) 
(5,904) 

(820) 
(11,387) 

(177,555) 

(103,829) 
(64,530) 
(17,811) 

(7,646) 
(193,816) 
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23. Earnings per share 

Basic and diluted earnings per share are calculated as follows: 

For the year ended December 31, 
(thousands of euros) 

Numerator 

2008 2007 

Net income for the year attributable to equity holders oflhe parcnt 

Numerator for basic and diluted earnings per share 

Denominator 

Basic weighted average number of ordinary shares 

93,748 

93,748 

150,215 

Potential dilutive effect of employee stock options and restricted shares ___ =~3~2~9,-

Diluted weighted average number of ordinary shares 150,544 

Basic earnings per sharelADRs € 0.62 

Diluted earnings pel" .share/ADRs € 0.62 

74,049 

74,049 

151, 101 

301 

151,402 

€ 0.49 

€ 0.49 

Lottomatica's American depositary receipts (ADRs) are negotiable certificates representing ordinary shares of 
Lollomalica. The ratio of Lottomatica shares 10 ADRs is 1: I. 

Basic earnings per share/ADRs amounts are calculated by dividing net income for the year attributable to equity 
holders of the parent by the weighted average number of ordinary shares outstanding during the year. 

Diluted earnings per share/ ADRs amounts are calculated by dividing net income for the year attributable to equity 
holders of the parent by the weighted average number of ordinary shares outstanding during the year along with the 
weighted average number of ordinary shares that would be issued upon the conversion of all potentially dilutive 
ordinary shares into ordinary shares. 

At December 31, 2008, there were approximately 1.2 million ordinary shares outstanding under the existing option and 
restricted stock plans that were not included in the 2008 computation of diluted earnings per share because the shares' 
exercise prices were greater than the average market price of the shares during 2008 and therefore, the effect would 
have been anti-dilutive. 

At December 31, 2007, there were approximately 2..5 million o rdinary shares outstanding under the existing option and 
restricted stock plans that were not included in the 2007 computation of diluted earnings per share because thc shares ' 
exercise prices were greater than the average market price of the shares during 2007 and therefore, the effect would 
have been anli-diiutive. 
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24. Research and development costs 

The aggregate amount of research and development expenditures recognized as expense during 2008 and 2007 was 
€62.5 million and €33.9 million, respectively. 

25. Impairment 

During 2008 and 2007, the Group recorded impairment losses of€100.8 million and £8.5 million, respectively in the 
Lottery and Gaming Solutions segments as detailed below. 

Systems, t:quipmenl am.I uther asst:ls rdatt:dto 
contracts, net 
Property, plant and equipment, nel 
Goodwill (Note 9) 
Intangible assets, net 
Other assets, nel 
Assets classified as held fo r sale (Note 16) 

Systems, equipment and other assets related to 
contracts, nct 
Intangible assets, nct 

2008 impairment 

1.nttery .iegment 

For the year ended December 31, 2008 
Lottery Gaming Solutions Total 

1,293 
25,460 

26,753 

19,386 
1,628 

48,717 
1,722 

2,572 
74,025 

For the year ended December 3 I , 2007 

19,386 
1,628 

48,717 
3,015 

25,460 
2,572 

100,778 

lonelY Gaming Solutions Total 

5,406 

5,406 

2,820 
300 

3,120 

8,226 
300 

8,526 

The 2008 impairment losses recorded in the Lottery segment relate to a lottery system we deployed for an international 
customer that has encountered a sustained period of political instability that has prevented the lottery system from 
launching. 

Gaming Solutions segment 
The 2008 impairment losses recorded in the Gaming Solutions segment relate to our acquisition of Atronic. The 
United States ("US") casino market has entered into a period of substantial contraction and Atronic America's 
operations, which were in the early stages of its entry into the US market, could not be sustained in the face of 
significantly diminishing demand, including financial constraints affecting highly-leveraged customers. Accordingly, 
we made the dt:eision to curtail Atronic Americas activities and raid them into our Spielo uperatiuns. 

Impairment losses related to systems, equipment and other assets related to contracts, property, p lant and equipment 
and intangible assets represent the wri te-down to their recoverable amounts. The recoverable amounts were based on 
value in use and were determined using a 9.2% pre-tax discount rate. 
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25. Impairment (continued) 

2007 impairment 
The 2007 impairmenllosses recorded in both the Lottery and Gaming Solutions segments principally relate to 
underperforming customer contracts. The basis for these impairment losses was our estimate of the future discounted 
cash flows expeclt:d to be generated from the use of those assets compared to their net book value. The discounted 
cash flow projections were less than the net book value. indicating impainnenl. 

26. Share-based payment plans 

The Group has three types of equity-settled share-based payment plans for employees: performance based stock 
options, pertormance based restricted shares and time based restricted shares as described below. 

Stock Option Plans 

The Group has various stock option plans whereby stock options are granted to certain directors, executives, and other 
key employees of the Group as approved by the Board of Directors. The exercise price of the options is generaUy 
equal to the average price of the Group's ordinary shares one month prior to the grant date. The options vest subject to 
the satisfaction of performance conditions relating to the Group' s EBITDA (earnings before interest, taxes, 
depreciation and amortization) and net financial debt over a three·year period and to the employees remaining in 
service to the Group. Options partially vest generaUy upon achievement of90% or more of the performance 
conditions and if the performance conditions are not met, the options are forfeited. The contractual life of the options 
range from two to eight years (depending on the plan) and there are no cash settlement alternatives. 

Restricted Stock Plans 

Performance based awards 
The Group has three performance based share award plans whereby restricted stock is granted to certain employees of 
the Group as approved by the Board of Directors. Recipients of performance based share awards do not pay the Group 
any cash consideration for the awards. The awards vest subject to the satisfaction of performance conditions relating 
to the Group' s EBITDA and net fmancial debt over a three-year period and to the employees remaining in service to 
the Group. Awards partially vest generally upon achievement of90% or more of the performance conditions and if 
the performance conditions are not met, the awards are forfeited. The contractual life of the awards is three years and 
they may be settled in cash at the Group' s option. The Group does not have a past practice of cash settlement and does 
not plan to cash settle awards in the future . 

Time based awards 
The Group has a time based share award plan whereby restricted stock is granted to certain employees of the Group as 
approved by the Board of Directors. Recipients of time based share awards do not pay the Group any cash 
con~ideration for the awards. The awards generally vest over a five-year period and are subject to the employees 
remaining in $Oervice 10 the Group. The contractual life of the awards is fi ve years and they may be settled in cash at 
the Group's option. The Group does not have a past practice of cash settlement and does not plan to cash settle awards 
in the future. 

Modifications 
In November 2007, the Group's Chief Executive Officer resigned effective December 31 , 2007, resulting in a 
modification of his performance based awards. Upon application of the requirements ofIFRS 2, the modification did 
not result in a cbange to the fair value of these awards. 
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26. Share-based payment plans (continued) 

As a result oflhe resignation, 1,065,945 unvested stock options and share awards were forfeited and the Group 
accelerated 47,055 perfonnance based awards resulting in a net expense reduction of approximately €1.5 million 
during 2007. which is reflected in lotal share-based payment expense of €2 1.3 million. 

There were no modifications to any share-based payment plans during 2008. 

Stock option movements in the yea .. 
The following table illustrates the number and weighted average exercise prices of. and movements in. stock options 
during the year: 

2008 2007 
Shares Weighted Shares Weighted 
under Average under Average 

Options Exercise Price Options Exercise Price 

Outstanding at January I 2,861,526 € 27.89 2,066,126 €24.0 1 
Granted during the year 2,248,772 20.29 1,973,790 30.40 
Forfeited during the year (153,880) 25.43 (869,840) 29.79 
Exercised during the year (232,400) 12.54 (308,550) 12.61 
Expired during the year 
Outstanding at December 31 4,724,0 18 25.11 2,861,526 27.89 

Exercisable at December 31 541,356 €26.19 210,600 €29.66 

The weighted average share price for stock options exercised during the year was € 19.07 and €29.29 during 2008 and 
2007, respectively. 

The range of exercise prices and weighted average remaining con1ractuallife for stock options outstanding under the 
stock option plans as of December 31, 2008 and 2007 are as foUows: 

A.5 of December 31, 2008 

Range of 
Exercise Prices 

€1I .33 -€15.04 
€23.17 

€20.29 - €30.40 

Options 
Outstanding 

298,456 
4,425,562 
4,724,018 

Weighted 
Average 

Remaining 
Contractual 
Life (Years) 

1.33 
6.66 
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A.5 of December 31, 2007 

Range of 
Exercise Prices 

€11.33 -€15.04 
€ 23.17 

€29.45 - €30.40 

Options 
Outstanding 

232,400 
319,876 

2,309,250 
2,861,526 

Weighted 

Average 

Remaining 
Contractual 
Life (Years) 

0.95 
2.33 
7.01 
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26. Share-based payment plans (continued) 

Fair value measurement of stock options 
The fair value of equity-senled stock options granted is estimated at the dale of grant using a binomial model, taking 
into account the tenns and conditions upon which the stock options were granted. The weighted average fair value of 
stock options granted during 2008 and 2007 was €2.75 per share and €6.0 I per share, respectively. The following 
tables list the inputs to the binomial model used for the years ended December 31, 2008 and 2007. 

Year ended December 31, 2008 
Dividend yield (%) 
Expected volatility (%) 
Risk-free interest rate (%) 
Expected life of options (in years) 

Weighted average share price (€) 
Exercise price (€) 

4.24 
22.78 

4.50 
4.66 

19.26 
20.29 

Year ended December 3 1, 2007 
Dividend yield ('Yo) 
Expected volatility (%) 
Risk-rree intere. .. t rate (%) 
Expected life of options (in years) 

Weighted average share price (€) 
Exercise price (€) 

2.66 
2Q.63 

4.01 
4.38 

31.74 
30.40 

The expected life of the stock option is based on historical data and is Dot necessarily indicative of exercise patterns 
that may occur. The expected volatility reflect .. the assumption that the historical volatility is indicative of future 
trends, which may a lso not necessarily be the actual outcome. No other features of stock option grants were 
incorporated into the measurement of fair value. 

Restricted stock grants 
Restricted share awards granted during 2008 and 2007 and their weighted average fair value at the date of grant (which 
represents the average share price during the employee grant acceptance period) are as follows: 

Granted during the year 
Weighted average fair value 

at the date of grant 

Expense charged to income statement 

Performance based 
2008 2007 

277,753 285,130 

€ 19.26 € 31.74 

Time based 
2008 2007 

24,000 15,800 

€ 21.09 € 31.62 

The expense recognized during the year arising from employee share-based payment plans and included in personnel 
in our consolidated income statement was as follows: 

(thQusands of euros) 

Equity settled share-based payment 

Cash settled share-based payment 
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December 31, 

2008 2007 

14,682 21 ,346 

14,682 2 1,346 
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27. Disposals of business units 

POleARn S.A. ("PO leARD'') is a debit/credit card merchant transaction acquirer, bank--card issuer and ATM 
management company in Poland. At July 31,2007, POLCARD's outstanding equity was owned 74.43% by GTECH, 
25 .24% by !nnova Capital Sp. Z 0.0. ("Innova"), a Warsaw-based private equity investment advisor, and 0.33% by the 
Polish Bank Association. 

On August 1,2007, GTECH and lnnova sold their respective equity interests in POLCARD to First Data International 
for USS325 million (€237.8 million at the August 1, 2007 exchange rate) on a debt-free, cash-free basis. No gain or 
loss was recorded on the sale of POL CARD as the carrying value of POL CARD's assets and liabilities were adjusted to 
fair value in connection with the acquisition ofGTECH on August 29, 2006. POLCARD represented a substantial 
portion of the Group's Commercial Services business segment. 

The major classes of assets and liabilities disposed of were as follows (in thousands of euros): 

Non-current assets 
Current assets 

Non-current liabilities 
Current liabilites 

Net assets disposed of 

50,256 
200,736 
250,992 

67,020 
17.704 
84,724 

166,268 

Proceeds from the sale, net of cash disposal costs was €166. 7 million. Foreign currency translation gains related to 
POLCARD of€0.9 million at August 1, 2007 were recognized in other income in our consolidated income statement 
upon the sale. 

28. Dividends paid 

December 3 1 . 
(rhousands of euros) 2008 2007 
Cash dividend dedared and paid on onlinary shares: 

Dividend for 2008: €0.825 per share (2007: €0.79 per share) 125,393 119,695 
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29. Employee benefits 

Starr Severance Fund 
The Group has a defined benefit plan (staff severance fund) to provide certain post employment benefits to Italian 
employees following termination from the Group. Italian employees may choose to participate in an unfunded plan 
within the Group or transfer their plan balance to independent external funds. These benefil<; are funded only to the 
extent paid to the external funds. The cost of providing benefits under the plan, for those employees that participate in 
the unfunded plan within the Group, is detennined using the projected unit credit actuarial valuation method. The cost 
of providing benefi ts for those employees that choose to transfer their plan to independent external funds are 
considered as defined contributions and are accrued as the employees render the related selVice. The defined benefit 
liability represents the present value of the Group's defined benefit obligation. 

During the fi rst half of 2007, Italian law and subsequent decrees and regulations were issued requiring the Group to 
remeasure its December 31 , 2006 defined benefit liability in accordance with tbe new law both retrospectively and 
prospectively and to record any adjustment during the first half of2007. The Group completed the actuarial 
remeasurement and recorded the adjustment in the third quarter of2007. The adjustment was not material to the 
Group's results. 

The following table summarizes the components of net benefit expense recognized during the year for the staff 
severance fund, which is included in personnel in our consolidated income statement. 

(thousands of euros) 

Current selVice cost 
Net actuarial loss (gain) recognized in the year 
Net benefit expense 

Changes in the present value of the defined benefit obligation are as follows: 

(th ousands of euros) 

Balance at January 1 
Current service cost 
Actuarial (gains) losses 
Benefits paid 
Balance at December 3 1 

December 3 1, 
2008 2007 

3,355 
103 

3,458 

December 31, 

3,2 10 
(8"') 

2,327 

2008 2007 

7,838 
3,355 

103 
(3,541) 
7,755 

8,829 
3,210 
(883) 

(3,3 18) 
7,838 

The present value ofthe defined benefit obligation for the years ended 2006, 2005, and 2004 was €8.8 million, f:J .6 
million, and €6.8 million, respectively. 
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29. Employee benefits (continued) 

The principal assumptions used in determining the defined benefit obligation are shown below: 

December 31, 2008 December 3 1, 2007 
Other Other 

Managers employees Managers employees 

Assumed inflation rate 2.20% 2.20% 2.00% 2.00% 
Discount rate 4.80% 4.80% 4.600/0 4.60% 
Future salary increases: 

Up to age 40 2.95% 2.70% 2.75% 2.50% 
Age between 40 and 55 2.70% 2.45% 2.50010 2.25% 
Age greater than 55 2.45% 2.20% 2.25% 2.00% 

Tcnnination Benefits 
Termination benefits expense, primarily re lated to salary continuation, continued medical benefits coverage and 
expense related to accelerated share based payment awards for employees who were terminated during the year was 
€4.7 million and € 12. 7 miUion in 2008 and 2007, respectively. See Note 30 for termination benefits provided to key 
management personnel. 

30. Related party disclosures 

(thousands of euros) 
Accounts receivable 
Supreme Ventures Limited 
De Agostini Group 
Lonery Technology Enterprises 
Taiwan Sports Lottery Corporation 
Uthingo Management Proprietary Limited 
Allowances fo r doubtful accounts 

Accounts payable 
De Agostini Group 
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December 3 1, 
2008 2007 

1,668 2,426 
658 8,647 
277 315 

86 
27 36 

(27) ~95l 
2,689 11 ,329 

24,903 14,653 
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30. Related party disclosures (continued) 

(thousands of euros) 
Service revenue and product sales 
Supreme Ventures Limited 
Lonery Technology Enterprises 
Taiwan Sports Lottery Corporation 
Uthingo Management Proprietary Limited 
Lonery Technology Services Corporation 

Raw materials, services and other costs 
De Agostini Editore S.p.A. - service fees 
De Agostini S.p.A.- managemcm fees 

Supreme Ventures Limited 

For the year ended December 3 1, 
2008 2007 

11 ,577 12,880 
2,149 2,844 
2,069 

2,302 
1,296 

15,795 19,322 

633 479 
254 190 
887 669 

GTECH has a 0.6% interest in Supreme Ventures Limited ("SVL") which is accounted for using the cost method of 
accounting. SVL holds a 15-year license (which expires in January 2016) with the Betting, Gaming and Lotteries 
Commission to operate certain online games in Jamaica. 

De Agostini Group 
The De Agostini Group includes De Agostini S.p.A ("De Agostini"), the majority shareholder of Lottomatica and De 
Agostini Editore S.p.A, a subsidiary of De Agostini. Outstanding accounts receivable balances at December 3 1, 2008 
and December 3 1, 2007 are non-interest bearing. 

wuery Technology Enterprises 
GTECH has a I % interest in Lottery Technology Enterprises ("LTE") which is accounted for using the cost method of 
accounting. LTE holds a IO-year contract (which expires in November 2009) with the District of Columbia u,ttery and 
Charitable Games Control Board. 

Taiwan Sports waery Corporation 
GTECH has a 24.5% interest in Taiwan Sports Lottery Corporation ("TSLC") which is accounted for using the equity 
method of accounting. TSLC is the agency commissioned by Taipei Fubon Bank (the sports lottery license holder 
through December 2013) to be Taiwan's sport betting solutions and services provider. 

Uthingo Management Proprietary Limited 
GTECH bas a 10% interest in Uthingo Management Proprietary Limited (" Utbingo") which is accounted for using the 
equity method of accounting. Uthingo held the license to operate the South African National Lottery through April 
2007. The South African Minister of Trade & Industry entered into a lottery contract with another consortium. 
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30. Related party disclosures (continued) 

Lottery Technology Services Corporation 
GTECH had a 44% interest in Lottery Technology Services Corporation ("LTSC"), which was accounted for using the 
equity method of accounting. L TSC provided equipment and services (which GTECH supplied to L TSC), to the 
Taipei Fubon Bank. The Taipei Fubon Bank held the license 10 operate the Taiwan Public Welfare Lottery. Our 
contract to provide equipment and services to L TSC expired on December 31, 2006. Effective October 24, 2007. 
GTECH transferred its 44% interest in LTSC to a third party equity holder and consequently no longer has any 
ownership interest in L TSC. 

Compensation or Key Management Personnel 

(thousands of turos) 

Shan-term employee benefits 
Share-based payments 
Post-employment benefits 
Termination benefits 
Other long-tenn benefits 
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For the year cnded December 3 1 , 
2008 2007 

6,799 8,453 
4,477 5, 102 

146 242 
5,682 

11 ,422 19,479 
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30. Related party disclosures (continued) 

Remuneration paid to Lottomatica S.p.A. board members, Statutory Auditors and managers with strategic 
responsibilities are as follows (amounts in euros) : 

Name Period Noo ,,' in the ~"'<Y 
Surname Position oosition Duration Emoluments benefits Bonus 

Chairman 4/12106- 12/3 1108 12131110 50,000 
Lo=w General Manager-
Pellicioli CEO 

Executive Committee 4/12/06-12131108 12/31110 42,500 

Vice Chairman 8I29/()6.. 12I3 1/08 12/31110 50,000 
Robert Dewey Remuneratioo 4112108-1213 108 42,500 

Managing Director 

and General Manal!er 
4112106-1 213 1/08 12131110 50,000 

Marco Sala Exet:utive Committee 4115/08-12131108 12131110 50,000 36,092 727,220 

Board Member 4/ 12105- 12131/08 12/31110 50,000 
Pietro Boro!i Executive Commillee 4/1 5108·1213 1108 12/31110 36,250 

Board Member 511304-1213 1108 12131/10 50,000 
Paolo Cerctti Executive Committee 

M~' 
4/ 1 S/08- 1213 1108 12131/10 40.000 

Board Member 9124102-1213 1108 12131110 SO,OOO 
Marco Drago Executive Committee 

M~' 
4/1S/08- 1213 1108 12/31110 27,SOO 

Board Member 41ISI08_ 1213 1108 1213 1110 SO,OOO 
Jeremy Hanley Audit Committee-

M=. 4/1S/08- 12I3 1108 24,967 

Board Member 8/29/06-1213 1/08 1213 1/10 50,000 
James McCann Remuneration 4/12108- 1213 1108 42,SOO -

Board Member 12111 /07·12131108 12131110 SO,OOO 
Jaymin Patel Executive Corrunittee 

1213 1110 
M=' 4/15108-1213 1/08 42,500 7,489 428237 

Board MembCT 8129106-1213 1108 1213 1110 50,000 
Anthony Ruys Audit Committee- 4/15/08- 1213 1/08 1213 1/10 32,275 
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30. Related party disclosures (continued) 

N=, Period Noo 

,"" in the ~""'Y 

Surname Position position Duratioll Emoluments benefits Bonus 0"'" 
Board Member 3/14/03-12131 /08 12131/10 50,000 

Audit Committee-
4/ 15/08-12131 /08 56,673 

M=b« 
Severino 

Salvemini 
Vigilance Committee 5J6IOl!l-l213 I/O!! 25,000 

B~' 
Board McmbCT &129/06-12131/08 12131110 12,500 

Turner 
Board Member 8/29/06- 12/3 1/08 1213 1/10 50,000 

Giammario 
Remuneration Tondalo Da Ru~ 

Committee - Member 
4/ 12/08-12131108 47,500 

Rosario 
Board Member 4/12106-4/ 15/08 04/ 15/08 14,560 

Bifulco 

Sergio 
Board of Statu lory Duu 04115108-1213 1/08 1213 1110 62,420 

Auditors - Chairman 

P:oolo AntlTell 
Board ofStatulo!), 

Colombo 12116/05 - ()4I ISI08 04/15108 39,107 
Auditors - Cbainnan 

F~o 
Board of Statu lOry 

Martinelli 
Auditors - Regular 12116/05-1 2131/08 12131110 91,687 

Member 

Board of Statutory 
Angelo Gaviani Auditors - Regular 12/16/05-12131/08 1213 1110 75,000 

M="" 

Vigilance Conunittee 516108-1213 1108 10,000 

T"",' 1.481.439 43,581 1,155.457 2.244,220 

Stock options assigned to Lottomatica S.p.A. board members, statutory auditors and managers with strategic 
responsibilities are as follows: 

Stock Option 
Plan 

2005-2010 
2006-2014 
2007-2015 
2008·20 16 

As of 
December 31,2007 

Options Outstanding 
Number Exerci§C: 

of Options Price 

95,336 € 23.17 
134,500 € 29.45 
320,000 € 30.40 

549,836 
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During 2008 
Options Granted 

Number Exercise 
of Options Price 

4121812 € 20.29 
412,8 12 

Options 
Expired or 
Forfeited 

Options 
b:ercised 

Asof 
December 3 1 , 2008 
Options Outstanding 
Number Exercise 

of Options Price 

95,336 € 23.17 
134,500 € 29.45 
320,000 € 30.40 
412,8 12 € 20.29 
962,648 
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31. Litigation 

Lottomatica's Italian Business 

1. Lotto Game Concession: wttomaJica/AAMS Arbitration - Stanley International Betting Limited Appeal- Sisal 
Appeal 

Pursuant to the arbitration clause sel out in article 30 of the Lotto Concession, Lottomatica initiated arbitration 
proceedings to ascertain the effective date of said Concession. Lottomatica asked the arbitration panel to ascertain and 
state that the effective starting date of the Lotto concession is June 8,1998 (date in which the Pennanent Representation 
of Ita ly at the European Union in Brussels was notified by the European Commission thai the infringement procedure 
no. 91/0619 was closed) and that, as a result, the final expiration date oftbe Lotto Concession is June 8, 2016. 

Lottomatica had reached said conclusion as a result of the ministerial decree dated November 8, J 993 that envisaged 
the concession to be enforced only subject to the condition that the EU Commission deem the concession not to be in 
violation of the provisions of the Treaty orRome. 

The arbitration panel accepted Lottomatica's request by lodging its award on August 1,2005. AAMS challenged the 
arbitration award before the Rome Court of Appeal pursuant to art.B2B of the Italian code of civil procedure by serv ing 
a deed 10 defending counsel 011 December IS, 200S, and 10 Lottomatica on December 30, 200S. TIle fi rst hearing was 
held on April 20, 2006, and was adjourned to January 2B, 2010 to hear the conclusions. 

On January IB, 200B, upon AAMS's request to anticipate said hearing, the Court of Appeal has anticipated the hearing 
date to January IS, 2009. 

Lottomatica did nol appear at Ihe April 20, 2006 hearing in order 10 avoid the curability of the errors in service. 
ActuaUy, the challenge was contested by Lottomatica, because it was served in tenn to the defending counsel but late to 
Lottomatica. The decision was taken by Lottomalica based upon the legal opinion rendered by the counsel assisting 
Lottomatica, which also highlighted that Lottomatica, in any case, would still be in a position to file any objections in 
spite of its non appearance. 

On January 15,2009 Lotlomatica appeared before the Court of Appeal and requested that the file be suspended on the 
grounds that the same file is pending ruling before the TAR (Regional Administrative Court) of Lazio. Lottomatica 
specified in its response to the charges brought forth by AAMS that it is of the opinion that they are are groundless. 

The Court of Appeal set the hearing to July 2. 2009 in order to discuss the conclusions of the case at issue. 

On June 18, 2007, Stanley International Betting Limiled filed an appeal before the TARof Lazio to AAMS and 
Louomatica asking for the cancellation andlor disapplication of the Lotto Game concession deeds because in violation 
of the rules regarding the tacit renewal of public contracts. as well as the April 19. 2007 notice with which AAMS 
rejected the plaintiffs molion to jointly operdte the lotio Game on tbe asswnptioll that the concession is still effecti ve 
for Lottomatica. The TAR of Lazio has not yet sel a dale for the hearing to discuss the case at issue. 

The Counsels assisting Lottomalica are of the opinion that the challenge initiated by Stanley is groundless. 
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31. Litigation (continued) 

On July 13. 2007 Sisal filed with AAMS and Loltomalica an appeal under article 25 of Law DO. 241 of August 7, 
1990, before the TAR of Lazio requesting that their right to access documents relating to the awarding of the Lotto 
Concession, the subsequent extensions andlor renewals, the AAMS - Lottomatica arbitration award and the 
correspondence between AAMS and the European Commission be ascertained. 

Sisal argued to have learned only in recent months of the arbitration award setting the expiration date for the Lotto 
Concession to 2016 in favor of Lottomatica, and 10 have then filed with AAMS a fonnal request for access aimed at 
obtaining copies of the aforementioned documents on May 11. 2007. AAMS never responded to said request. 

Lottomatica duly appeared at the October 10, 2007 hearing, during which Sisal stated that it was not interested in 
pursuing the appeal anymore due to another challenge it was about 10 serve. 

On October 12, 2007 Sisal served an appeal on AAMS and Lottomatica before the TAR of Lazio for the annulment of 
the provision indicated in the July 9, 2007 notice setting out that AAMS ignored the request made by plaintiff for the 
concession relating to the Lotto game operation, as well as of any prior, consequent deed relating and/or connected to 
the aforementioned AAMS notice and, in particular, of the Ministerial Decree dated March 17, 1993 and any 
subsequent and related deed including the renewal of the Lotto Concession in favour of Lottomatica. Stanley has 
intervened in the appeal in support of Sisal. Lottomatica has made an appearance in tbe case at issue. To date, no dab: 
bas yet been set for the hearing for debate. 

On November 19, 2007 the TARof Lazio ordered AAMS to lodge the documents relating to the awarding of the Lotto 
Concession within 60 days. Specifically, AAMS must lodge the following: assignment deeds and the renewal and/or 
extension of the concession to the prosecuting company, a copy of the arbitration award of AAMS vs. Lotlomalica, 
and the deeds issued by the European Community regarding the matter in i!'>!me. 

Counsels are of the opinion that the challenge brought forth by Sisal is groundless. 

2. Ticket One S.P.A. Litigation 

On August 12, 2003, Ticket One S.p.A. (''Ticket One"), which operates in the services business sector primarily in the 
ticketing services area, filed a suit with the TAR of Lazio (Regional Administrative Court) against Lottomatica and 
Lottomatica ltalia Servizi to obtain, among other things, an order requiring Lottomatica to offer its network to third 
parties under the same conditions as those offered to a Lottomatica subsidiary, Lottomatica ltalia Servizi S.p.A. 
("LIS"). 

Before serving the appeal dated March 12,2003, Ticket One had asked Lottomatica for the right to use its network. 
Lottomatica rejected Ticket One's request. 

On December 3, 2003, Ticket One also commenced civil proceedings before Ihe Civil Court of Rome, substantially 
repeating the same claims made in the administrative proceedings before the TARof Lazio. In addition, Ticket One 
requested f l O million in damages for alleged unfair competition and illegal use of the network by Loltomatica and 
LIS, and an order enjoining them from committing any further acts of unfair competition and, alternatively, access to 
Lottomatica's electronic network. 
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31. Litigation (continued) 

Lottomatica and LIS responded to both lawsuits and, since Ticket One had filed tbe same claims with two different 
courts, filed an appeal with the Supreme Court sitting in joint session, requesting a preliminary proceeding to resolve 
the issue of jurisdiction and the suspension of the proceedings. 

At the bearing on June 24, 2004, the TAR of Lazio accepted the request filed by Lotlomatica and Lottomatica ltalia 
SelVizi S.p.A. and suspended the proceeding, arranging for the documents to be sent to the Supreme Court of 
Cassation. The Supreme Court declared Lottomatica and LIS 's appeal to be inadmissible on February 9, 2006. 
As a result of the Supreme Court's declaration, Ticket One motioned to set the bearing. 

According to the opinion of LoUomatica' s counsels the request to set the hearing brought forth by Ticket One is 
insufficient and therefore it is not possible to proceed. 

As for the procedure before the Court of Rome, the Civil Judge after reserving on the request of suspension of the 
proceeding raised by LOllomatica and LIS, by order dated July 28, 2004 rejected it and postponed the hearing to June 
2 1, 2006. At this hearing, where admitted witnesses were to be deposed, the Judge declared a suspension because of 
the merger of LOllomatica into NewGames S.p.A. On June 23, 2006, Ticket One presented a petition to revoke the 
suspension decision. On October 27, 2006, the Court of Rome revoked the decision whereby the action had come to a 
halt and postponed the hearing to January 26, 2007 for the examination of witnesses. 

The testimonies of Elisabetta Cragnoui (former SS Lazio soccer team manager) and Fabrizio Conti (Milan Indoor 
Tennis Championship organizer) were heard on January 26, 2007. At the July 5, 2007 hearing the Judge, having taken 
note of Ticket One's waiver to depose additional witnesses, upon the parties' request adjourned the case to the 
December 18, 2008 hearing for stating his conclusions. As of the December 18, 2008 hearing, the Judge has closed the 
presentation of the arguments by the parties and Lottomatica is waiting for the fmal ruling to be issued. 

3. Instant and Traditional Lotteries 

Lottomatica participated, as a representative of a temporary joint venture, in the call for tenders organised by the 
AAMS for the management of the national Traditional and Instant Lotteries. In a letter dated July 30, 200 I , the AAMS 
informed Lottomatica that the tender had been awarded to the aforesaid joint venture (comprised of Scientific Games, 
Arianna 2001 S.p.A., Poligrafico Calcografica & Cartevalori S.p.A., Eis, Tecnost Sistemi S.p.A. and Servizi Base 
2001 S.p.A, in addition to Lollomatica). 
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The award of the COil cession to the joint venture has been the subject of a number of challenges by the other 
participants to the tender as summarised below: 

a) appeal brought by Sisal: Sisal abandoned this suit at the April 10,2002 hearing, therefore this action may be 
considered definitively concluded; 

b) appeal filed by the Consirium consortium (comprised of Autogrill, GTech Corporation, Oberthur Gaming 
Technologies S.a.S. and others). The appeal was delisted on October 28, 2004, and has been declared expired by 
the Council of State on March 30, 2007, since no motion for scheduling a hearing has been filed within the 
required tenn; 

c) appeal of the Esultalia Consortium, (comprised ofSnai, Venturini e C S.p.A., Poste Italiane S.p.A. and Enle ETI): 
Poste ltaliane S.p.A. and ETI intervened in an ad adiuvalldum appeal filed by Snai and Venturini with the purpose 
of contesting the award ofthe tender on July 30, 2001. At the May 14, 2003 bearing, Poste ltaliane S.p.A. and ETI 
requested that the case be delisted. On July 21, 2003, Snai and Venturini notified all parties involved that they 
intended to forgo the appeal, making the award unappealable, after wbich the concession agreement was signed by 
the Lottomatica temporary joint venture. In December 2002, Snai, Venturini, Poste Italiane and ETI asked the 
AAMS to award the contract to them. In a letter dated January 21 , 2003, the AAMS responded that it could not 
award the contract to them prior to the resolution of the dispute. This letter was then challenged by Snai and 
Venturini on grounds that are additional to the previously filed appeal, and by Poste ltaLiane S.p.A. and ETI in a 
separate appeal. On July 17, 2003, Poste ltaliane S.p.A. and ETI filed a motion to schedule a hearing to resolve 
the dispute having as object the January 2 1, 2003 deed under which the Administration refused to proceed with 
the awarding in favour of the Esultalia Consortium. On July 25, 2003, Poste ltaliane S.p.A. and ETI requested the 
AAMS to not make the awarding until tbe administrative judge rendered his decision. 

In the opinion of Lottomatica, upon advice from its counsel, the appeal by Poste Italiane S.p.A. and ETI cannot have 
any effect on the award to RTI Lollomatica of the operation of Instant and Traditional Lotteries, which occurred 
following the abandonment of the main action by Snai and Venturini and is thus unappealable. 

In point of fact, the appeal by Poste ltaliane S.p.A. and ETI is against the AAMS letter of January 21 . 2003 to not 
proceed with the awarding and not against the awarding itself. Again in the opinion of the counsels assisting 
Lottomatica, the invitation made by Poste ltaliane S.p.A. and ETI heads into a completely different direction with 
respect to that affinned in the appeal. i.e. to not further delay the awarding. As a result. the separate appeal by Poste 
Italiane S.p.A. and ETI can only end with the case being dismissed. 

Further, as already confinned by Lottomatica counsels, the deadline has passed for Posle Italiane S.p.A. and ETI to 
contest the awarding to the u,ttomatica temporary joint venture, with the result that they cannot continue with the 
lawsuit. 

141 
DOCUMENT REDACTED BY TLC -124-10 



~ , TTOMATICA 
GROUP - -

2008 Annual Report 

LOTIOMA TICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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4. Summons to Formula Giochi Shareholders 

On October 26. 2005, the companies Karissa Holding S.A., Cored International S.A., Mr. Massimo Maci and 
shareholders of Formula Giochi S.p.A. in liquidation (operating in the gaming collection and wagering market) served 
summons on Lottomatica and Sisal, on their own behalf and subrogation for the Formula G iochi, to appear on January 
30, 2006 before the Court of Appeal of Rome. The plaintiffs requested the assessment of the liability of Lotlomatica 
and Sisal S.p.A. for engaging in the anlicompetitive conduct enjoined by the order of the Authority of November 23. 
2004, which conduct, the plaintiffs allege. was responsible for (i) their inability to sell their stake for £3 .0 million and 
(ii) Formula Giochi S.p.A.'s inability to enter the gaming and wagering market, which caused the business value of 
Fonnula Giochi to decrease by £34.2 million. The plaintiffs also requested., on their own behalf and subrogation for the 
Fonnula G iochi, lhat Lottomatica and Sisal S.p.A. be ordered, jo intly and severally, to pay directly to the plaintiffs 
damages totalling €37.2 million in the aggregate. 

On January 10, 2006 Lottomatica presented before the court that apart from a number of prej udicial issues 
concerning, inter alia, plaintiff legitimacy, the documents of the proceedings initiated by the Italian Competition and 
Market Supervisory Authority (the "Authority'') do not indicate that Lottornatica's conduct was prejudicial and 
detrimental to Fonnula Giochi. Conversely, the documents in the trial dossier, literally transposed in the Authority 
order to close the case, antI in particular, the statements made during the November 10, 2003 hearing by the 
managing director of Formula Giochi, show that "the dissolution of the recently established third pole" derives from 
causes that arc not related to LoUomalica. 

Lottomatica duly appeared on January 10, 2006. Formula Giochi S.p.A. appeared through its receiver al the January 
30,2006 hearing. AI the February 6, 2006 hearing the Appeal Court granted the parties 30 days to submit their 
remarks. By order of March 15,2006 the Court of Appeal granted the parties 30 days to file their briefs as well as to 
state and amend their claims, objections and conclusions already made in addition to 30 more days for their replies. 

In a brief dated March 31, 2006, Karissa and others, by presenting their motions consequent to the occurred 
appearance of Formula Giochi S.p.A. have acknowledged the entrance into a settlement agreement between the same 
Fonnula Giochi and Sisal S.p.A. to settle the lawsuit pending between them. This agreement envisaged payment of 
€O.5 million to Fonnula Giochi . 

In a brief duly filed by Lottomatica, Lottomatica asserted that Karissa Holding S.A. 's active legitimacy no longer 
existed following the appearance of Formula Giochi, as well as the non-admissibility of the action by Fonnula Giochi, 
to be added to the already-fonnulated preliminary and merit objections. 

It was noted how, in the merit, the €0.5 million settlement between Sisal and Formula Giochi against claims by the 
latter amounting to €34.0 million provided an idea of Formula Giochi 's claims, so much so that it attributed tbe failure 
of the Ulird pole to Sisal, who had a Din:ctor, in common with Formula Giochi. Such circumstances do not exist fOT 
Lotlomatica, which had no reiaLions wiLh Sisal with regard to Formula Giochi (as shown by the Authori ty order), nor 
with Formula Giochi itself. 

On November 29, 2006, the Court of Appeals, accepting the request made by the opposing party, designated Angelo 
Novellino as expert witness in order to estimate any damages. The hearing has been postponed to February 19, 2007 
for the swearing and queries formulation . 
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After hearing the expert witness's testimony, the Court of Appeals admitted the following queries: 

a) the profits which Fonnula Giochi would have earned if it had bad access to the gaming market according to 
conselVative criteria which took into account the company's size, its ability to penetrate the market and its 
investment capacities; 

b) whether Formula Giochi had suffered any damages from the inability to present itself as an operator other than 
Sisal and Lottomalica in the Italian gaming market; 

c) if the response to point 2 was positive, whether it was possible to quantifY the damages suffered by Fonnula 
Giochi for having missed said opportunity, referring to valid economic parameters and according to rational 
methods leading to statistically plausible conclusions, and a prudent evaluation. 

The expert opinion presented on February 21, 2008 included: 

• "the financial reports of Formula Giochi and its subsidiaries demonstrate that at the launch of the strategic pLan 
;n March 2003 the group did not gellerate revenues alld was ;n a liquidity crisis which resulted in serious 
fillancial tellSiolls ", "the group was in need of all immediare injectioll of over €4 million only to cover the losses 
incurred ;11 2002 and was therefore not able to indepelldelltly undertake all operation ill the ex Calli gaming 
market". The expert witness further includes that based on the economic informatiun suppliet1 by Lottomatica 
regarding the management of ex Coni games, the Formula Giochi group would not have generated any profits if it 
had been granted free access to the ex Coni gaming market; 

• "the absence of Formula Giochi from the ex COlli games tender resulted from the group's financial difficulties, 
the lack of authorizaliO,1 of the strategic plan and the lack of financial support from the shareholders". 

The expert witness included that Lottomatica and Sisal did not cause any damage to Formula Giochi and that it was 
the company's financial and economic difficulties which prevented the company from participating in the ex CONI 
games tender. 

Due to the extremely favourable outcome ofthe expert opinion, Lottomatica and its legal representatives retained tbat 
it was nol necessary 10 deposil their reasoning regarding the expert opinion. 

At the June 9,2008 hearing the Court of Appeals reserved any observations regarding some objections presented by 
Fonnula Giochi pertaining to the expert witness testimony. The Court of Appeals claimed that the objections should 
be however included during the decision-making process. The closing hearing has been set to October 4, 2010. 

5. Appeal Concerning Network Tender 

On October 27, 2005, the joint venture composed of Albacom-Fastweb served an appeal on Lottomatica before the 
TARof Lazio challenging the tender process relating to, and seeking the annulment, after suspension, of a contract for 
data transmission services on the private Lotto network operated by Lottomatica in favour of Telecom ltalia; and 
requested thai Lottomatica be sentenced to pay damages. 

Lottomatica filed an appearance requesting thai the claims made by plaintiff be rejected. 
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At the bearing of November 23. 2005, the JV Albacom-Fastweb w ithdrew its suspension request. The hearing was 
scheduled for October II, 2006, at which Lottomatica filed a motion to suspend the hearing due to the merger of 
Loltomatica into NewGames S.p.A. The appeal was sent for a decision specifically highlighting the cause of the 
suspension, on which the TAR of Lazio reserved to decide. On October 11 , 2006 the TARof Lazia decided 10 
interrupt after taking nole of the merger of Lottomatica into NewGames S.p.A. 

On January 9, 2007 the RTI Albacom - Fastweb notified resumption of the proceeding. According to the legal 
counsel of Lottomatica, the resumption of the appeal was notified late. Furthennore. on November 4,2008 Fastweb 
notified its withdrawal from the appeal. 

6. "LAS VEGAS" Instant Lottery Petitions 

Non-winning "Las Vegas" instantaneous lotteries (Scratch and Win) tickets have been presented to the Consorzio 
Lotterie Nazionali (National Lottery Consortium) for payment starting from April 2006. 

To date 415 petitions and 102 requests for injunctive payments have been presented to the Consorzio Lotterie 
Nazionali for a total sum of€5.S million. There have also been numerous requests for out-of court payments. All the 
claims (whether in or out of court) are identical in all the payment requests or non-winning tickets. The players claim 
thai according to their interpretation of the Game Regulations established with the Finance Ministry Decree of 
February 16,2005, the amounts corresponding to the winnings indicated in the various areas of the tickets are paid 
every time cards with symbols from to to K appear even if the regulations state that all the cards must have the same 
points. As a matter of fact, the players argue that cards from 10 to K are worth the same in all French card games. 

The Consortium deems these requests to be unfounded in that they do not follow the Game Regulations which 
explicitly describe the qualifications of a winning ticket. 

To date, the following rulings have been issued: 

a) 102 rulings full y accepting the reasons put forward by the counsels assisting the Consorzio Lotterie Nazionali 
during the trial; 

b) 15 rulings in which, although rejecting the main claim to pay winning tickets, the Judge accepted the damage 
compensation claim for deceptive advertising in the notices printed on the back of the tickets (about €250.00 per 
position); 

c) 29 rulings which rejected the main claim 10 pay winning lickets, but the Consortium was sentenced to reimburse 
the cost of the tickets, in addition 10 damage payment (about €3oo.oo per position), for it was not proven during 
the trial that the game regulations had been put up in the individual retailers' premises; 

d) 75 rulings accepted payment of the prize amount in addition to claim compensation. 

With regard to unfavourable rulings, the Consortium instructed its counsels to file an appeal with the Supreme Court 
(10 date, 47 appeals have been filed). 

To date, the Court issued 21 court orders declaring the appeals presented by the Consortium to be inadmissible. 

The rulings have not been released yet and therefore it cannot be ascertained whether the Supreme Court admitted the 
opinion of the Public Prosecutor. 
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7. AAAva"ti vs. Lottomatica /taJia Servizj 

On August I, 2005 the company known as AAA vanli S.r.l. brought a case against LoUomalica ltalia Servizi S.p.A. 
before the Civil Court of Rome regarding non-compliance with the ticketing contract related to the 1st Festival 
Intemazionale di Musica ed Arte Contemporanea operated by Lottomatica ItaHa Servizi S.p.A. and entered into on 
June 6 - 8, 2006. Due to the aforesaid non-compliance, the company AAA vanli requested reparations for exemplary 
damages totalling €O.5 million. Lottomatica ltalla Servizi S.p.A. appeared contesting the ex adverso conclusions. The 
first presentation hearing was held on February 16, 2006. After ascertaining cross-examination correctness, the Judge 
scheduled a hearing for October 10, 2006. On the hearing of October 10,2006 the Judge decided to postpone to May 
4,2007 and thus giving until March 5, 2007 to deposit the new requests and until April 20, 2007 to bring in the 
evidence. 

At the December 18,2007 hearing, the Court postponed the case to May 29, 2009 for final ruling. 

The LIS legal counsel is of the opinion that the case may have a negative outcome. 

8. Santa Cecilia Ticketing Office Tender 

The Santa Cecilia National Academy Foundation launched a public tender on the European Union Official Journal of 
September 14, 2008 for thc managcment of its online ticketing services for events organized by the Foundation. The 
tender was to be awarded to the participant presenting the most economical advantageous offer. 

The Evaluation Commission evaluated tbe various offers during an open session on May 9, 2008. The outcome of said 
evaluated resulted in LIS being temporarily awarded the tender with 991100 point'i compared to the 791100 poinl'i 
received by A TI Ticket One. 

On June 30, 2008, Ticket One, as pilot company of the joint venture, filed an appeal before the Administrative 
Tribunal of Lazio for the annulment of the awarding of the tender in favour of LIS. 

The Administrative Tribunal suspended the award by issuing Decree no. 3254108 and set a hearing to July 9, 2008 . 
LIS filed an appeal against Ticket One and requested that it be excluded because it did not satisfy the tender conditions 
according to Article 38, letters band c, of Legislative Decree no. 163106. 

On the July 9, 2008 hearing, though considering the appeal brought tbrth by LIS to be grounded, the TAR of Lazio 
nevertheless confirmed the appeal brought forth by Ticket One and set the merit hearing to October 8, 2008. As a 
result of this court order, LIS presented its appeal before lhe Council of State. At the September 30, 2008 hearing the 
Council of State denie 
d US grounds for appeal. 

Ticket One presented an additional appeal on September 24, 2008. Due to the proximity to the merit hearing, both LIS 
and the Santa Cccilia Foundation requested that the bearing be postponed. The Administmtive Tribuna l accepted the 
request and a new merit hearing was set for December 17, 2008. 

The ruling issued by the TAR of Lazio OD the December 17, 2008 hearing admitted the appeal brought forth by Ticket 
One and consequently suspended the contested awarding of the tender to LIS. 
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9. TOTOBIT - NavaJe Assicurazioni Arbitration 

TOlabit lnfonnatica Software e Sistemi S.p.A. ("Totobit"), a company of the Lottomatica Group, within the scope of 
its business activi ties enters into contracts regarding IT services (cellular phone top-ups) with third party retailers. 

On January 23, 2002 Totobil executed with Navale Assicurazioni S.p.A. an insurance policy in order to guarantee the 
fulfilment of pay men I obligations under the corresponding contracts regarding the above mentioned activities 
performed by the retailers. The policy had a 3 year duration beginning from January 28, 2002. 
According to the policy provisions, any breach on the part oftbe retailers may be reported by Talobi! to Navale 
Assicurazioni within and not later than 3 months of the policy's annual expiration; the guarantee outside this deadline 
would no longer be valid. On November 22, 2004 Navale Assicurazioni sent TOlobit a notice informing the same that 
the policy would be lenninated effective as of January 28, 2005, thus blocking the settlement of claims allegedly 
reported lale by Totobit for a total of€ I. 5 million. In view of said missed payment, the arbitration proceeding was 
initiated on November 8, 2005. 

In the hearing of May 24, 2006, the Panel approved the expert witness Mr. Enrico Proia to make a technical· 
accounting review of the documents produced by Totobit on request by Navale Assicurazioni, and scheduled the 
following hearing for June 7, 2006. 

On January 22, 2007 the Arbitration Panel partly accepted the requests made by Totobit and ruled Navale 
Assicurazioni S.p.A. to pay the sum of €239,9 I 1.66. 

The amount refers exclusively to enforcement actions prior to April 28, 2005. The Panel partly accepted the 
counterclaim ofNavale Assicurazioni S.p.A. regarding some requests of payment made by Totobit. The arbitration 
proceeding resulted in the sentencing of Totobil 10 pay the sum of€200,654. 19. Half the arbi tration procedure 
expenses are equally divided between both parties; the other half is to be borne by TOlobit. 

Lottomatica and its counsels lodged the appeal for the sentencing in question. At the June 6, 2008 hearing the Court of 
Appeals of Rome set the pre·trial evidentiary hearing to November 18, 20 II. 

10. Videolotteries Litigation QIl tile AAMS A lIthoriznhiJn 

Following the modifications made by the 2006 Budget Law to article 110, section 6 of the R.D. no. 773 of 193 1 
(Consolidated Public Safety Act) - where appropriate gaming machine is defmed as that connected to the data 
transmission network as per article 14-bis, section 4 of Presidential Decree no. 640 of 1972 - AAMS confirmed with 
the communications of October 25 and November 2, 2005 that all the gaming machines which had been authorized for 
activation, but not connected to the data transmission ne twork managed by the concessiona ires, had to be removed 
from the retailing premises where they were located and placed in the warehouse after launching the blockage 
procedure. Furthermore, on June 1, 2006 AAMS notified all the concessionaires that as of July 1,2006 it would have 
revoked the permits related to the non COllllccted gaming machines with a fine ranging from € 1,000 to €6,OOO for each 
gaming machines which said resulted to be unconnected for more than 30 days, as foreseen in article 110, section 9. 
let. c) of the Consolidated Public Safety Act (TULPS). 

Article 110 ofTULPS provides thai the secondary sanctions for tbe above violations results in the lack of 
authorization from AAMS to the violator for a period of 5 years. 
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In order to enforce the above mentioned laws, AAMS sent its own inspectors to ensure thai the adjustments were 
adhered to. In the cases where the owner of the terminals did not carry out the necessary modifications and where 
AAMS held it was also the concessionaire's responsibility and fault, it has filed a claim, including Lottomatica 
Videolot Rete S.p.A., for having "permitted the use of terminals which do not conform to the prescriptions as ;11 the 
previously slated point 6", The above mentioned measures taken by AAMS have been objected to by Lottomalica 
Videlot Rete S.p.A., mostly for the assumption thai the Concessionaire is not the owner of the gaming machines, and 
although in some instances it is aware of a gaming machines being disconnected, does not have control of the points of 
sale and thus cannot remove the tenninal without incurring in criminal charges. Lottomatica Videolot Rete S.p.A. can 
only persuade the owner (street operators) to do so with written notices (as it has always done), or in the case that the 
tenninal is connected regularly to the network but launched the game previous to the 30 days prior to the inspection 
date. 

Consistent with the defence brief presented by Loltomatica Videolot Rete S.p.A., the latter has gone ahead with the 
issuance for the dismissal ofthe case. 

The objections presented by Lottomatica Videolot Rete S.p.A. that have not been accepted by AAMS have resulted in 
payment injunction measures. Lottomatica Videolot Rete S.p.A. has appealed said injunctions before the Small Claims 
Court. 

11. Appeals Concerning the AAMS Tender for the Awarding of Sporting Rights 

On February 26, 2007, Aycons, Societa CODsortile a Responsabilita Limitata ("Aycons"), served a notice of appeal to 
the TARof Lazio challenging the Decree of December 21, 2006 published in the Official Journal of the Italian 
Republic (G.U.R.I.) no. 300, ordinary supplement no. 248 on December 28,2006, which fmally awarded the point of 
sale rights for sporting games as well as the activation of the online sporting game network. 

Loltomatica, on behalf of a company to be incorporated, was awarded the following: the concession of the gaming 
rights according to article 38, section 2 and 4 of the Legislative Decree no. 223/06, the sale rights according to article 
38, section 2 of the Legislative Decree no. 223/06 which was then converted to Law no. 248 of August 4, 2006 and the 
rights to activate the online sporting game network. 

On April 16, 2007, through a filing reporting additional reasons, Aycons served a notice to Lottomatica requesting the 
suspension of (i) the notice of February 23, 2007 (registry number 2007/6087IUff.10o/Conc) with which AAMS 
communicated to Lottomatica Scommesse S.r.I. ihe final award of the concession and (ii) tbe "agreement for the 
concession of the public games as awarded to Lottomatica Scommesse S.r.l." 

Aycons claims that Lottomatica, as sole stockholder of the company to be established, in violation of article 4.2 of the 
Tender, still held 35% of the Cogetech share capital on the expiry date for the presentation of the tender participation 
application (October 20, 2006) through its subsidiary GTech. 

On March 16,2007 Lottomatica appeared before the court denying Aycons's claim md submitted documents 
demonstrating that GTech (1 00% owned by Loltomatica), further to Authorisation from AAMS, had sold its share of 
Cogetech on <X:tober 16. 2006 and therefore before the said deadline of October 20, 2006. As a result, when 
Louomatica presented ils application to participate in the tender, there was no connection with and/or control of 
Cogelech by Lottomatica. 
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As cfyet, AYCODS has not requested to set a merit hearing and it can therefore be deduced that the plaintiff will not 
continue the case. 

The tender at issue was also challenged before the TAR of Sicily by Jackbet S.r.I. , King Bet S.r.1. and Agenzia Ippica 
delle Stretto s.n.c. With regard to said appeal, Lottomatica proposed to have a preliminary decision issued by the 
Councilo[State. 

By judgement of July 10, 2007. the Council of State, accepting the reasons proposed by Lottomatica, declared the 
TARof Lazio to have jurisdiction. As of yet, a discussion hearing of the appeal has not been set. 

12. Request/or Conclusum sfrom the Audit Department 0 11 the SeUing-Up and Operation of a Screen-Based 
Gaming Management Network 

On June 1,2007, based on the data provided by So.Ge.l .(tbe AAMS IT Department) to the Tax Police which the latter 
sent to the Audit Department, the Regional Public Prosecutor's office at the Lazio Jurisdictional section of the Audit 
Department, served Lottomatica Videolot Rete S.p.A., and all other nine concessionaires for the screen-based 
operation of legal gaming (new slot), an invitation to submit their briefs with regard to an investigation on possible 
damages to the state treasury. 

The regional Prosecutor contested that Lottomatica Videolot Rete S.p.A. , in conjunction with some AAMS officials, 
inaccurately did not fulfil a number of obligations relating to the concession and failed to comply with certain service 
levels. The damage to the state treasury supposedly caused by Lottornatica Videolot Rete S.p.A., in conjunction with 
said AAMS officials, is alleged to add up to approximately €4.0 billion. 

Loltornatica Videolot Rete S.p.A. filed ils brief on June 27, 2007, arguing to have always complied with its obligations 
as concessionaire and requesting the dismissal of the case. 

On January 8, 2008, the Regional Public Prosecutor for the Audit Department served notice to Lottomatica Videolot 
Rete S.p.A. regarding the charges; brought forth. The deed has; no effect on Lottomatica Videolot Rete S.p.A. and its 
Counsel's position, both ofwhorn consider the charges to be unfounded. 

The first hearing before the Audit Department has been set to December 4,2008. 

The TAR of Lazio ruling issued on April I, 2008 suspended the measures through which AAMS required the 
concessionaire Lottomatica Videolot Rete S.p.A. to pay the €4.0 billion fine for the alleged failure to comply with the 
obligations relating to the concession. 

The suspension of said fine was issued because no preliminary investigations had been carried by AAMS regarding 
alleged unfulfilled obligations of the concessionaires and, consequently, the request for payment for such an amount 
without prior ascertainment that it was actually due was illegitimate. 

With regards to the indications set forth by the above mentioned TAR ruling, AAMS, with letters dated as of May 2 3 
and 27, 2008 communicated to start the investigation with reference to the inaccurately fulfi lling the online activation 
and management obligations relating to the concession and failure to comply with service levels. 
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On June 6, 2008, AAMS disputed the violation by Lottomalica Videolol Rete S.p.A. of the obligations set forth in 
Article 3, section I, letter b) and letter d) and section 2 and 3 of the Concession. 

On July II , 2008 Lottomatica Videolot Rete challenged the request for payment formalized by AAMS. 

Specifically: 
• Lottornatica Videolot Rete S.p.A. claimed that the appeal brought forth by AAMS regarding the alleged fa ilure to 

comply with the obligations to launch the online network within 6S (sixty-five) days of releasing the list of 
concessionaires is unfounded. Lottornatica Videolot Rete S.p.A. notified AAMS on September 13, 2004 of the 
activation of said network and the positive outcome of the control carried oul on Oclober II , 2004; 

• With reference to the request regarding the alleged fai lure to comply with the obligations to complete the 
activation of the online network, the report lodged by Loltomatica Videolol Rete S.p.A. recalls the opinion issued 
by the State Council of November 13,2007 and December 4, 2007 which confinned that the launching and firs t 
aclivation of the communication syslems by the Concessionaires immediately resulted to be more complex than 
originally expected and thai such complexities were completely unforeseeable. For the above reasons LOltomatica 
Videolot Rete S.p.A. cannot be considered to have nol complied with the rules issued by AAM S. Any possible 
failure to comply with "fonnal" requirements must be attributed to third parties. 

After having received Lottomatica Videolot Rete's responses, AAMS applied the fines below on September 2, 2008 
and October I and 16, 2008: 

a) €33,490.00 for the failure 10 comply with the timing obligations to launch the online network; 
b) €152,768.00 for the failure to comply with the obligations to complete the activation of the online network; 
c) €216,565.00 for the failure to comply with the obligations to connect the remaining 5% of the gaming machines. 

The Lottomatica Videolot Rete has filed the appeals against the above stated fines before the Administrative Tribunal 
(TAR) of Lauo and in addition it has also contested the jllrisdiction of the Audit Department by filing a motion before 
the Supreme Court of Cassation. The TARof Lazio set the hearing to discuss the motions filed by Lottomatica 
Videolot Rete to January 28, 2009. The hearing date was then postponed to June 24, 2009. 

At the December 4, 2008 hearing, the Audit Department ruling wa<; suspended until the Supreme COlirt of Cassalion 
was able to review the motion filed by Lottomatica Videolot Rete. 

It must be noted that the VI Commission (Finance) of the House of Representatives by resolution dated July 26, 2007, 
in view of the need to take timely action on the games sector, particularly with regard to operation of gaming 
machines, also in light of the initiatives of the aforementioned Audit Department, obtained Government commitment 
to adopting all the necessary initiatives for the immediate review of the concession agreements relating to gaming 
machines, also envisaging the possible application of sanctions in compliance with the principles of reasonableness 
and proportionality. 

Further to this resolution, AAMS, together with all concessionaires, organised a round table aimed at implementing all 
that is set out in the said resolution. Further to said resolution, an agreement was reached on the changes to be made to 
the concession agreement. 
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The revised agreement was submitted to the Ministry for the required Council of Slate opinion. In the hearings of 
November 13 and December 4. 2007. the Council of State slated favourable opinion regarding the adjustments to the 
concession agreement. Specifically, the Council of State shared and agreed with the proposal for a new system to 
apply the fi nes on behalf of AAMS which result according to " reasonable" and "proportional" principles and with 
direct reference to the ascertained incompletion and actual damages received. 

Said revised agreement has been signed by both AAMS and Lottomalica Videolol Rete S.p.A. on March 13,2008. The 
modifications introduced refer specifi cally to the circwnslances in which the fines must be applied according to 
"reasonable" and "proportional" principles and with direct reference to the ascertained incompletion and actual 
damages received. Furthermore, the application of fines in case of delayed payment to the Tax Authorities has been 
cancelled. 

13. SUPERENALOITO Tender 

On October 24, 2007, Stanley International Betting Limited served an appeal on AAMS, Lottomatica, Sisal and Snai 
before the TARof Lazio asking for the annulment, further to suspension, of the deeds of the tender launched by 
AAMS on June 29, 2007 for granting the exclusive concession for operating Superenalotto. Stanley believes that tbe 
tender deeds are in conflict with European Community rules and principles with regards to freedom of establishment 
and service provision. 

A similar appeal, which however has not been served on Lottomatica but to AAMS and Sisal, was filed by Index 
Group. On November 21 , 2007, the TAR of Lazio declared the appeal brought forth by Stanley to be inadmissible and 
rejected it based on merit. Stanley contested the TAR of Lazio' s ruling before the Council of State, presenting again 
the same argwnents as presented before the TAR and requested the suspension of the tender deeds. 

During this lime, tbe bidders (Sisal, Lottomatica and Snail were sununoned by AAMS for the conclusion of the tender 
awarding procedure. 

On January 26, 2008, upon the completion of opening of the envelopes containing the economic offers, the tender w as 
awarded to Sisal S.p.A. On February 11 , 2008 Stanley appealed the awarding procedure. 

On July 8, 2008 the Council of State denied the appeal issued by Stanley and claimed the reasons set forth by said 
appeal to be inadmissible. 

The award of the tender was also chaUenged by Snai who claimed of errors in the valuations carried out by the Tender 
A ward Commission. 

On June 6, 2008 Lottomatica fil ed an appeal with the TAR of Lazio challenging the April 2, 200S AAMS 
communicaiion (protocol no. 2UOS/ 127Y8/giochilEna) in which Lottomatica was notified of the definitive awarding of 
the tender to Sisal. With said appeal, Lottomatica challenged the offer presented by Sisal. Stanley included its 
statement in the appeal brought forth by Lottomatica. Snai has fi lled its own separate appeal. 

At the October S, 200S hearing, the TARof Lazio postponed the negotiation for the preliminary motion brought forth 
by Lottomatica to October 22, 2008 in order to obtain all necessary deeds relating to the awarding procedure (the 
discussion of the same preliminary motion brought forth by Sna i was set for the same date). 
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The award of the tender to Sisal was also cballenged by Snai on the grounds of erroneous evaluations carried out by 
the Commission. The TAR of Lazio issued a court order on June 4, 2008 requesting the tender documentation from 
AAMS. The hearing was postponed to October 22, 2008. 

On October 22, 2008 the TAR of Lazio issued a court order granting Lottomatica and Snai the opportunity to examine 
all tender deeds. 

The January 14. 2009 hearing set to discuss the merit was postponed to May 27, 2009 upon the request by both parties. 

14. Online Instant Loueries 

On April 13, 2006 AAMS issued a decree providing for a preliminary experimental phase for the collection of online 
lottery wagers via internet, television, terrestrial digital channels and sateUite. Given that the National Lottery 
Consortium operates the traditional and instant lotteries, it was selected by AAMS to manage the experimental 
technical and organizational system for the production and sale of online lotteries. Said decree further granted the role 
of intermediary to the entities with the concessions to operate gaming, sports pools and betting. 

The trial period was set with a duration of 18 (eighteen) months effective as of the launch date of the frrst online 
lottery. AAMS was given the option whether to extend the trial period up to another 18 (eighteen) months. The trial 
period was in fact extended on March 20, 2008 with the issuing of a decree by the Gaming General Director of 
AAMS. 

Sisal Match Point S.p.A, Intralot Italia S.p.A. and Eurobet Italia S.r.l. separately appealed said decree before the TAR 
of Lazio and requested the issuing of a precautionary measure. 

The three plaintiffs claim that AAMS violated both Italian and European regulations by extending the trial period of 
the online lotteries without a public tender g iven that said lotteries were not induded in the concession signed with the 
National Lottery Consortium on October 14, 2003. 

TIle National Lottery Consortium stated that the concession in question is still valid and that the online instant lotteries 
offer the same games through a new channel. Therefore given that instant lotteries are induded in the Consortium 's 
activity then the online instant lotteries should thus be operated by the same Consortium. 

The discussion bearing of the precautionary measure was set to September 24, 2008 during which the TAR of Lazio 
deferred directly to the merit discussion set for January 28, 2009. 

At tbe January 28, 2009 hearing, the TAR of Lazio closed the presentation of the arguments by the parties and 
Loltomatica is waiting for the final ruling to be issued. 
The decree extending the trial period of the online instant lotteries was also appeal by Snai S.p.A. on the grounds of 
the illeg itimacy ofthe Authorities activities given that Snai is also a concessionaire and that it was neither notified nor 
included in the measure. 

According to Snai, the lack of participation in and procedure of the regulation would " reflect on the correct yielding of 
the power to prolong [the trial period] under both a judicial and legal profile." 

On September II , 2008 the TARof Lazio denied the suspension request brought forth by SnaL 
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15. TOTO CAROVIGNO - SNAl Arbitration 

I SI Arbitration (Carovigno) 
Following the acquisition of the company branch SCL of F.lli Tarricone & c., Toto Carovigno replaced SCL in the 
contract between the latter and Snai entered into on February 25, 2000. With reference 10 the CONI concession no. 
354 - code 3673, the contract regulated the administration of services supporting the collection of sports belting 
wagers in the municipalities of CastroviUari, Carovigno and S. Vito dei Nonnanni. 

In April 2004, Toto Carovigno interrupted the online connection with Soai who declared it to be in breach of contract. 
Snai filed an arbitration procedure which was closed on January 31, 2006 with the ruling stating that Toto Carovigno 
was obliged to execute the contract with Snai insofar as it was still in vigour. Toto Carovigno was ordered to 
compensate any damages incurred by Snai up to December 31, 2005. 

Snai filed second arbitration procedure against Toto Carovigno according to Article 13 of the contract in question. The 
arbitration procedure (a) communicated the nomination of Giancarlo Castagni as the arbiter for Snai, (b) reserved the 
specific fonnulation of the issues in question in the arbitration procedure according to the tenns conceded by the 
Arbitration Panel, and (c) requested the tennination of the contract and the payment of damages incurred as of 
December 31 , 2005 until the expiry of Concession no. 354 - code 3673 (06/3012012) for Snai's estimated loss in 
revenues for a total of€455,756.00. 

On November 8, 2008 Toto Carovigno communicated the nomination of Stefano Sbordoni as its arbiter. Mauro 
Cortopassi was nominated President of the Arbitration Panel. 

At the hearing of October 20, 2008, the Arbitration Panel requested 10 be infonned by AAMS of the total sports 
betting volume in re lation to Concession no. 354 - code 3673 since April 2004. The Arbitration Panel did not set the 
date for the following hearing. To date, AAMS has not responded to the requested placed by the Arbitration Panel. 

2nd Arbitration (Gussago) 
Following the acquisition of the company branch fTom Donalo Bianchi, Toto Carovigno replaced the latter in the 
contract dated October II , 1999 with Snai. With reference to Concession 3067, the contract regulated the 
administration of services supporting the collection of sports betting wagers in the municipality of Gussago. 

In July 2006, Toto Carovigno interrupted the online connection with Snai who declared it to be in breach of contract. 
Snai filed an arbitration procedure against Toto Carovigno according to Article 13 of the contract in question. The 
arbitration procedure(a) communicated the nomination ofGiancarlo Castagni as the arbiter fo r Snai, (b) reserved the 
specific fonnulation of the issues in question in the arbitration procedure according to the tenns conceded by the 
Arbitration Panel, and (c) requested the tennination of the contract and the payment of damages incurred as of July 
2006 until the expiry of Concession no. 3067 (06/3012012) for Snai's estimated loss in revenues for a total of 
£86,265.00. 

Toto Carovigno communicated the nomination of Stefano Sbordoni as its arbiter. Antonio Giannoni was nominated 
President of the Arbitration Panel. 

The ruling issued by the Arbitration Panel on December I , 2008 obliged Toto Carovigno to pay damages to Snai for 
€64, 169.24 net of interests. Said damages have been paid. 

DOCUMENT REDACTED BY TLC -124-10 
152 



GROUP--
2008 Annual Repon 

LOITOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

31. Litigation (continued) 

GTECH's Business 

1. CEF Contract Proceedings 

Background. 

In January 1997, CEF, the operator of Brazil's National Lottery, and Racimec Infonmltica Brasileira S.A. 
("Racimec"), the predecessor of GTECH Brazil entered into a four-year contract pursuant to which GTECH Brazil 
agreed to provide on-line lottery services and technology to CEF (the "1997 Contract"), In May 2000, CEF and 
GTECH Brazil tenninated the 1997 Contract and entered into a new agreement (the "2000 Contract") obliging 
GTECH Brazil to provide lottery goods and services and additional financial transaction services to CEF for a contract 
term that. as subsequently extended, was scheduled to expire in April 2003. In April 2003, GTECH Brazil entered into 
an agreement with CEF (the "2003 Contract Extension") pursuant to which: (a) the term of the 2000 Contract was 
extended into May 2005, and (b) fees payable to GTECH Brazil under the 2000 Contract were reduced by 15%. On 
August 13,2006, all agreements between GTECH and CEF terminated in accordance with their terms. 

Criminal Allegations Against Certain Employees And Related SEC Investigation 

In late March 2004, federal attorneys with Brazil's Public Ministry (the "Public Ministry Attorneys") recommended 
that criminal cbargcs be brought against ninc individuals, including four senior officers of CEF, Antonio Carlos 
Rocha, the former Senior Vice President of GTECH and President ofGTECH Brazil, and Marcelo Rovai, then 
GTECH Brazil's marketing director and currently employed at GTECH's site in Chile. 

The Public Mini~try Attorney~ had recommended that Me~~rs. Rocha and Rovai be charged with offering an improper 
inducement in connection with the negotiation of the 2003 Contract Extension, and co-authoring, or aiding and 
abetting, certain allegedly fraudulent or inappropriate management practices of the CEF management who agreed to 
enter into the 2003 Contract Extension. Neither GTECH nor GTECH Brazil is the subject of this criminal 
investigation, and under Brazilian law, enti ties cannot be subject to criminal charges in connection with this matter. 

In June 2004, the judge reviewing these charges prior to their being fil ed refused to initiate the criminal charges 
against the nine individuals but instead granted a request by the Brazilian Federal Police to continue the investigation 
which had been suspended upon the recommendation of the Public Ministry Attorneys tbat c riminal charges be 
brought. The Brazilian Federal Police subsequently ended their investigation and presented a report of their findings 
to the court. This report did not recommend that indictments be issued against Messrs. Rocha or Rovai, or against any 
current or former employee of GTECH or GTECH Brazil. The Public Ministry Attorneys have s ince requested that 
the Brazilian Federal Police reopen their investigation. GTECH understands that investigations by the Brazilian 
Federal Police are ongoing, including an investigation respecting the award of, and performance under, the 1997 
Contract and the 2000 Contract. 

GTECH is cooperating fully with the investigations by Brazilian authorities and has encouraged Messrs. Rocha and 
Rovai to do the same. 

In addition, GTECH conducted an internal investigation of the 2003 Contract Extension under the supervision of the 
independent directors ofGTECH Holdings Corporation. The investigation did not reveal any reason to believe that 
any of GTECH or GTECH Brazil's current or former employees bad committed any criminal offences. 
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Notwithstanding the favourable resolution of the Brazilian Federal Police's initial investigation, on June 21, 2006, a 
special investigating panel of the Brazilian congress issued a report and voted, among other things, to ask the Public 
Ministry Attorneys to indict 84 individuals, including one current and three fonner employees ofGTECH Brazil, 
alleging that the individuals helped GTECH Brazil to illegally obtain the 2003 Contract Extension. GTECH found 
nothing in the congressional report to cause it to believe that any present or fonner employee of GTECH or GTECH 
Brazil commined any criminal offence in connection with obtaining the 2003 Contract Extension. 

The U.S . SEC began an informal inquiry in February 2004, which fonnal inquiry became a fonnal investigation in 
July 2004, into the Brazilian criminal allegations against Messrs. Rocha and Rovai, and GTECH's involvement in the 
facts surrounding the 2003 Contract Extension, to ascertain whelher there has been any violation of United States law 
in connection with these matters. In addition, in May 2005, representatives of the United States Department of Justice 
asked to participate in a meeting with GTECH and the SEC. GTECH has cooperated fully with the SEC and the 
United States Department of Justice with regard to lhese matters, including by responding to their requests for 
infonnation and documentation. 

GTECH has found no evidence that GTECH, GTECH Brazil, or any of their current or former employees, bas violated 
any United States law, or is otherwise guilty of any wrongdoing in connection wilh these matters. 

Civil Action By The Public Ministry Attorneys 

In April 2004 the Public Ministry Attorneys initiated a civil action in the Federal Court of Bras ilia against GTECH 
Brazil; 17 fonner officers and employees of CEF; the fonner president of Racimec; Antonio Carlos Rocha; and 
Marcos Andrade, another fonner officer of GTECH Brazil. This civil action alleges that the defendants acted illegally 
in entering into, amending and performing, the 1997 Contract, and the 2000 Contmct. 

This lawsuit seeks to impose damages equal to the sum of all amounts paid to GTECH Brazil under the 1997 Contract 
and the 2000 Contract, and certain other pennitted amounts, minus GTECH's proven investment costs. The applicable 
statute also permits the assessment of interest and, in the discretion of the court, penalties of up 10 three times the 
amount of the damages imposed. GTECH estimates that through the date of the lawsuit, GTECH Brazil received 
under the 1997 Contract and the 2000 Contract a total of approximately 1.5 billion Brazilian Reals (or approximately 
€46S.69 million at currency exchange rates in effect as of December 31, 2008). In addition, although it is unclear how 
investment costs would be determined for purposes of this lawsuit, GTECH estimates that its investment costs through 
the date of the lawsuit were approximately between 1.2 billion and 1.4 billion Brazilian Reals (or approximately 
between €372.S5 million and €434.64 million at currency exchange rates in effect as of December 3 1, 2008) in 
aggregate; however, these investment costs could be disputed by CEF, and are ultimately subject to approval by the 
court. 

GTECH has been advised by Brazilian counsel that these proceedings are likely to take several years, and could take 
longer than 15 years in certain circumstances to litigate through the appellate process to [mal judgment. GTECH 
believes that these claims are groundless. 
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Tev Audit 

In June 2005, the Federal Court of Accounts ("TeU") issued a preliminary report (the "TeU Audit Report") with 
respect to GTECH Brazil's contracts with CEF. Whi le GTECH Brazil has not been formally served with a copy ofthe 
TCU Audit Report, GTECH understands that its central allegations are tbat the 1997 Contract was improperly 
transferred from Racimec to GTECH Brazil; it was accorded certain payment increases respecting fmancia! services 
transactions that were not contemplated by the procurement process respecting the 1997 Contract or otherwise 
permitted under applicable Brazilian law; and the 2003 Contract Extension was entered into a manner inconsistent 
with Brazilian law and the procurement process respecting the 1997 Contract. The TCU Audit Report alleges that as a 
result of these considerations, CEF overpaid GTECH Brazil under the 1997 Contract and the 2000 Contract. The TeU 
Audit Report seeks payment from GTECH of a base amount detennined on a preliminary basis by TCU to be 
appro)timately 400 million Brazilian Reals (approximately €124. 18 million at currency exchange rates in effect as of 
December 3 1, 2008). 

GTECH believes that these claims are without merit. GTECH further believes that the claims and detenninations of 
the TCU Audit Report will, in essence, be merged into the civil action instituted by the Public Ministry Attorneys 
described above, and are accordingly unlikely to represent an independent potential source of liabili ty for GTECH. 

2. ICMS Tax 

On July 26, 2005, the State of Sao Paulo challenged GTECH Brazil tor c lassitying the remittances of printing 
ribbons, rolls of paper and wagering slips ("Consumables") to lottery outlets in Brazil as nOD-taxable shipments. The 
tax authorities disagree with that classification and argue that these Consumables would be subject to ICMS tax as 
opposed to the lower rate ISS tax that GTECH Brazil currently pays. The tax authorities argue that in order for 
printed matter to be considered non-taxable it has to be "personalized." To be considered personalized. the 
Consumables must be intended for the exclusive use of the one ordering them. GTECH Brazil filed its defense 
against the Tax Assessment Notice, which was dismissed. GTECH Brazil filed an Ordinary Appeal, which was not 
granted (published in the DOE on 04/03 and put into circulation on June 3, 2006). GTECH Brazil filed a Special 
Appeal to the Court of Taxes and Fees, which is pending judgment. GTECH Brazil has been advised by Brazilian 
counsel that these proceedings are likely to take several years, and could take longer than seven years to litigate 
through the appellate process to final judgment. GTECH Brazil believes that these claims are groundless. 

3. Import Duties 

In 1998, the Brazilian Internal Revenue Service ("BIRS") provided S8 Industria e Comercio Ltda. ("S8"), a 
subsidiary of GTECH, with notice of a tax assessment of 17.8 million Brazilian Reals (or approximately €5.5 million 
at currency exchange rates in effect at December 31 , 2008) for improperly claiming tax credits in 1996 and 1997. On 
October 27, 1998, SD fi led its defense in an administrative proceeding that the taxes were not due because during the 
applicable period, SB manufactured and assembled tenninals in a tax free zone in the Stale of Amazonas. The 
administrative lower court has twice rejected the BIRS's documents. GTECH bas been advised that the matter was 
detennined favorab ly to S8 in the lower administrative court but that GTECH's advisors in Brazil believe that tbe 
BIRS fi led an appeal and a decision at the appellate level is pending. GTECH believes that the claims by the SIRS 
are groundless. 
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Commitments 

Acquisition of Finsoft limited 
On July 2, 2007, we acquired Finsoft Limited ("Finsoft"), a provider of real-time transaction and information 
management systems for the commercial sports-betting market for a cash purchase price of£29.6 million (€43.9 
million at the July 2, 2007 exchange rate). In addition, in consideration ofperfonnance targets which were met in 
2008, contingent consideration of£IO.3 million (€13.4 million) was paid on May 27, 2008 . lfsuch targets are met in 
2010, a further £18.5 million (€J9.4 million al the December 31, 2008 exchange rate) would be paid. 

Acquisition oj Boss Media AB 
On February 1,2008, GTECH and MedstrOms AB, through GEMed AB (a Swedish private limited liability company 
owned 87.454% and 12.546% by GTECH and Medstroms AB, respectively) announced a public cash offer to the 
shareholders of Boss Media AB ("Boss Media"). Boss Media is a leading developer of innovative software and 
systems for digitally~distributed gaming entertainment. The public cash offer resulted in GEMed acquiring 
approximately 94% of the outstanding shares of Boss Media. Pursuant to Swedish law, on March 10, 2008, GGSC 
and Medstr6ms AB commenced a process to compel the sale of the untendered shares, which was completed on 
September 8, 2008 for a total cost of€9.7 million. 

From February 1,2008 through March 5, 2008, GEMed (through GTECH) purchased approximately 46.3 million 
shares of Boss Media for approximately SEK 1.2 billion (€124.2 million) resulting in GTECH owning approximate l y 
82% of Boss Media. On April 24, 2008, GEMed obtained control of Boss Media when the Board of Directors of 
Boss Media was reconstituted such that GEMed was able to utilize the voting rights attached to the shares acquired. 

On April I , 2008, Boss Media acquired IOOOfo of Dynamite Idea, a developer and supplier of unique, innovative 
online interactive belting games for £5.9 million in cash (€7.4 million at the April I, 2008 exchange rate). In 
addition, if certain performance targets are met, contingent consideration of up to £4.0 million (€4.2 million at the 
December 31 , 2008 exchange rate) would be paid between January I, 2009 and June 30, 20 I O. 

Acquisition 0/ Sf Enodoc Holdings limited 
On April 30, 2008, GTECH acquired 90% ofGibraltar~based St Enodoc Holdings Limited and its subsidiaries 
including SI. Minver Limited (collectively "SI. Minver"), the leading provider of end~to-end white label gaming 
services for £23.8 million in cash (€30.4 million at the April 30, 2008 exchange rate). In addition, in consideration of 
performance targets that were met in 2008, contingent consideration of £4.5 million (€5.7 million) was paid on 
October 15,2008. If such targets are met in 2009, up to an addi tional £6.3 million (€6.6 million at the December 31 , 
2008 exchange rate) would be pa id during the second half 00009. 
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CIS·GrECH Company Limited 
On December 19,2007, GTECH Global Services Corporation Ltd. ("GGSC") acquired 50010 of Tabcorp international 
Hong Kong Limited, subsequently renamed CLS-GTECH Company Limited ("CLS-GTECH"), for the purpose of 
providing a nationwide KENO system for Welfare lotteries throughout China. CLS-GTECH had been fonned as a 
joint venture between TabCorp International No.1 Pty Limited ("Tabcorp") and China LotSynergy Limited ("CLS") in 
2005, and had launched a trial of the KENO system. CLS acquired Tabcorp's interest in the partnership immediately 
after which GTECH acquired a 500/0 interest in the joint venture for USS20 million (€13.9 million at the December 19, 
2007 exchange rate). In addition, GGSC has made a capital commitment to CLS-GTECH of AUD$7.5 million (€4.5 
million allhe December 19,2007 exchange rale) in the form ofa promissory note 10 be repaid at the discretion of the 
CLS-GTECH board of directors. On August 11 , 2008, the outstanding commitment remaining under the promissory 
note was converted from AUD$6.4 million 10 USS5.4 million. At December 31, 2008, the outstanding commitment 
was USS5 .4 million (€3.9 million at ihe December 31, 2008 exchange rate). The ilJvestlilent ill CLS-GTECH has been 
accounted for under proportionate consolidation in the Group's fmancial statements. 

Instant Ticket Printing Press 
During 2007, the Group made a € 16.0 million commitment to acquire a new instant ticket printing press (the "press"). 
The purchase price is payable in six installments with the last payment expected to be made during the second quarter 
of2009. At December 31, 2008, the oUl<;tanding commitment was € 1.6 million. The € 14.4 million paid in advance of 
delivery of the press was recorded in construction in progress within property, plant and equipment, net in the 
consolidated balance sheet. 

Guarantees and indemnifications 

Performance and other bonds 
In connection with certain contracts and procurements, we have been required to deliver performance bonds for the 

benefit of our customers and bid and litigation bonds for the benefit of potential customers, respectively. These bonds 
give the benefi ciary the right to obtain payment and/or performance from the issuer ofthe bond if certain specified 
events occur. In the case of performance bonds, which generally have a lenn of one year, such events include our 
failure to perfonn our obligations under the applicable contract. To obtain these bonds, we are required to indemnify 
the issllers against the costs they incur if a beneficiary exercise!> il<; righl<; under a bond and we do not currently 
anticipate they will do so. The following table provides infonnation related to potential commitments for bonds 
outstanding at December 31, 2008 (in thousands of euros) : 

Total bonds 

Performance bonds 
Litigation bonds 
All other bonds 

Loxley GTECH Technology Co., LTD guarantee 

185,527 
12,754 
3,606 

201,887 

OTECH has a 49010 interest in Loxley OTECH Technology Co., LTD ("LOT"), which is accounted for using 
proportionate consolidation. LOT is a corporate joint venture that was fonned to provide an online lottery system in 
Thailand. On March 29, 2005, in order to assist LOT with obtaining the financing they required to enable them to 
perform under their obligation to operate the online lottery system in Thailand, OTECH guaranteed, along with the 
51 % shareholder in LOT, loans and perfonnance bonds from trade finance facilities made to LGT by an unrelated 
commercial lender (collectively the "Facilities"). 
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GTECH is jointly and severally liable with the other shareholder in LOT for this guarantee. GTECH would be 
required to perfonn under the guarantee should LOT failta make interest or principal payments in accordance with the 
tenns and conditions of the Facilities. GTECH's guarantee obligations commenced in July 2005 and will terminate six 
months following the start-up oflhl:: oil-line louery system in Thailand. The maximwn amounts guaranteed and the 
outstanding balances at December 3 J, 2008 are as follows; 

(in millions) 
Maximum amounts guaranteed by GTECH 

Amounts outstanding at December 31, 2008 

Principal Amount 
in Loans 

Baht € 
1,925.0 

1,212.4 

39.8 

25.1 

Perfonnance Bonds from 
Trade Finance Facilities 

Baht € 
455.0 9.4 

375.0 7.8 

At December 31, 2008, the carrying amount of the liability for GTECH's obligations under this guarantee is €O.S 
million, which is included in current financial liabilities in the consolidated balance sheet. A corresponding asset of 
€O.S million is included in current fmancial assets in the consolidated balance sheet. 

Lottery Technology Enterprises guarantee 
GTECH has a 1% interest in Lottery Technology Enterprises ("LTE"), a joint venture between GTECH and District 
Enterprise for Lottery Technology Applications of Washington, D.C. ("DELTA"). The joint venture agreement 
terminates on December 31. 2012. L TE holds a 10-year contract (which expires in November 2009) with the District 
of Columbia Lottery and Charitable Games Control Board. Under Washington, D.C. law, by virtue of our I % interest 
in LTE, GTECH may be jointly and severally liable. with DELTA, for the obligations of the joint venture 

Commonwealth of Pennsylvania indemnifrcation 
GTECH wiD indemnify the Commonwealth of Pennsylvania and any related state agencies for claims made relating to 
the state'!; approval ofGTECH's manufacturer's Jicen!;e in the Commonwealth of Pennsylvania. 
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32. Commitments and contingencies (continued) 

Leases 

Operating Leases 
The Group leases certain facilities and equipment under operating leases that expire al various dates through 2023. 
Certain of these leases have escalation clauses and renewal options. We are generally required to pay all maintenance 
costs, taxes and insurance premiums relating to our leased assets. There arc no restrictions placed upon us by entering 
into these leases. 

Future minimum lease payments for operating leases are as follows; 

(thousands of curos) 

Within one year 
After one year but not more than five years 
More than five years 

December 31 ! 
2008 2007 

20,238 
44,926 

2, 156 
67,320 

16,917 
43,847 

3,791 
64,555 

Rental expense for operating leases was £15.6 million and €22.9 million in 2008 and 2007, respectively. 

Firnznce Leases 
The Group leases the GTECH world headquarters facility in Providence, Rhode Island, USA (the "World 
Headquartersj under a flnance lease. Under GTECH 's Master Contract with the State of Rhode Island, GTECH was 
required to invest (or cause to be invested) at least US$ lOO million in the State of Rhode Island, in the aggregate. by 
December 31 , 2008. This investment commitment included the development of the new World Headquarters by 
December 31 , 2006. GTECH entered into (i) a development agreement with US Real Estate Limited Partnership (tbe 
"Developer"), whereby the Developer developed and owns the World Headquarters; and (ii) an office lease with the 
developer, whereby GTECH leases a portion of the World Headquarters from the Developer for 20 years. GTECH 
occupied the World Headquarters in November 2006, but only began paying rent on March 1, 2007. GTECH has tbe 
right to cancel the lease after June 30, 2023 if the Master Contrnct with the State of Rhode Is land is nOI renewed, in 
exchange for a termination fee equal to six months of base rent plus operating expenses. The lease includes two ten 
year extension options. GTECH has the unilateral right to extend the lease under the two extension options under the 
same terms as in the base term. The lease contains a restriction which does not allow GTECH to assign the lease or 
sublease their portion of the building without the lessor 's approval, which is not to be unreasonably withheld. As of 
December 31, 2008, GTECH had no sublease arrangements. 
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32. Commitments and contingencies (continued) 

Future minimum lease payments under the finance lease together with the present value of the minimum lease 
payments are as follows: 

December 31, 2008 December 31, 2007 
Present Present 

Minimwn Value of Minimum Value of 
(thousands of euros) Payments Payments Payments Payments 

Within one year 2,066 454 1,917 363 
After one year but not more than five years 8,664 2,66\ 8,038 2,1 81 
More than five years 25,768 17,221 26,467 17.044 

Non-currcnt 34,432 19,882 34,505 19,225 

Total minimum lease payments 36,498 20,336 36,422 19,588 
Less amounts representing finance charges (16,162) (16,834) 
Present value of minimwn lease payments 20,336 20,336 19.588 19,588 

At December 31 . 2008 and 2007, the net carrying amount of the World Headquarters finance lease asset is €17.9 
million and €18.0 million. respectively, and is recorded in property, plant and equipment. net in the consolidated 
balance sheets as follows: 

(thousands of euros) 

Non-current financial liabilities 
Current financial liabilities 
Present value of minimum lease payments 

Sale and Leaseback Transactions 

December 31, 
2008 2007 

19,882 
454 

20,336 

19,225 
363 

19,588 

GTECH relocated to and occupied its new World Headquarters in November 2006. In anticipation of the relocation, 
a master plan was created to optimize tbe value of the fonner headquarters, the tecbnology center, the child day care 
center and the undeveloped land in West Greenwich, Rhode Island, USA. Collectively, tbis property is referred to as 
the West Greenwicb Campus (the "WG Campus"). In December 2006, GTECH sold substantially all of the WG 
Campus for a gross sales price ofUS$43 million and entered into two sales-lease back agreements with the new 
owners. 

GTECH leased the former world headquarters facility for approximately three months, the lead time required to 
relocate its technology operations into the technology center and the data center. GTECH also leased the existing 
technology center. The tecbnology center lease has a base term of ten years with four consecutive three-year extension 
options. The lease payments under the option period are equal to 102% of the previous years rent. The lease contains 
an option for GTECH to cancel the lease after seven years in exchange for a tennination fee equal to nine months of 
base rent, taxes, and operating expenses. The technology center facility lease is accounted for as an operating lease 
and future minimum lease payments are included in the operating leases section above. 
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33. Financia1 risk management objectives and policies 

Our principaJ financial instnrrnents, other than derivatives, are comprised of debt and cash and cash equivalents. The 
main purpose of these financial instruments is to fund the capital needs of the Group's operations. We have various 
other fmancial assets and liabili ties, such as trade receivables and trade payables, which arise directly from operations. 

The primary risk inherent in our fmaneia l instruments is the market risk arising from adverse changes in interest rates 
and foreign currency exchange rates. We enler into derivative transactions, including principally interest rale swaps 
and forward currency contracts, for the purpose of managing interest rate and currency risks arising from our 
operations and its sources of financing. It is, and has been throughout the year under review. our policy not to engage 
in currency or interest rate speculation. Our accounting policies regarding derivatives are set out in Note 2.4. 

Credit n"sk 
The Group's primary credit risk is derived from cash and trade accounts receivable balances. We maintain cash 
deposits and trade with only recognized, creditworthy third parties. We evaluate the collectibility of trade accounts 
and sales-type lease receivables on a customer-by-<:ustomer basis and we believe our reserves are adequate. A 
majority of our trade accounts receivable are from government lottery entities from which we have historically 
experienced insignificant write-offs. Trade accounts receivable are reported net of allowances for doubtful accounts 
and liquidated damages. Allowances for doubtful accounts are generally recorded when there is objective evidence we 
will not be able to collect the receivable. Bad debts are written off when identified. 

With respect to credit risk arising from the other fmancial assets which comprise cash, available-for-sale financial 
assets, and certain derivative instruments, our exposure to credit risk arises from default of the counlerparty, with a 
maximum exposure equal to the carrying amount of these instruments (see Note II ). We manage our exposure to 
counterparty credit risk by entering into financial instruments with major, financiall y sound counterparties with high
grade credit ratings, and by limiting exposure to anyone counterparty. 

At December 31 , 2008 and 2007, approximately 80% and 84%, respectively, of total trade and other receivables are 
from Italy. Approximately 57% and 69% of receivables from Italy relate to our lottery instant ticket business at 
December 3 1, 2008 and 2007, respectively. 
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Past due financial assets 
The following is an analysis of the Group's past due financial assets which are comprised entirely of trade and other 
receivables and net of related allowance for doubtful accounts. 

(thousands of euros) 

Current 
Past due: 

\·30 days 
31-60 days 
61-90 days 
Over 90 days 

Total trade and other receivables 

AUowance for doubtful accounts 

(thousands of euros) 

Balance at beginning of year 
Provisions 
Utilization 
Acquisitions 
Translation 
Other 

Balance at end of year 

liquidity risk 

December 31, 2008 
€ % 

624,926 80.8% 

116,646 15.1% 
14,464 1.9% 
6,525 0.8% 

11,034 1.4% 
148,669 19.2% 
773,595 100.0% 

December 31, 
2008 2007 

(19,636) 
(28,3 15) 

7,923 
(4,524) 

228 
292 

(44,032) 

(17,266) 
(10,274) 

6,400 
(83) 
593 
994 

(19,636) 

December 31, 2007 
€ % 

636,165 91.5% 

41 ,310 5.9% 
9,197 1.3% 
4,43 1 0.6% 
4:119 0.6% 

59,057 8.5% 
695,222 100.0% 

The Group's primary liquidity risk is derived from required debt service on our debt and on-going working capital 
needs. The Group's objective in managing this risk is to maintain adequate liquidity and flexibility through the use of 
cash generated by operating activities, bank overdrafts, and bank loans. We believe our abiHty to generate excess cash 
from operations to reinvest in our business is one of our fundamental fmandal strengths and combined with our 
committed borrowing capacity, we expect to meet our financial obligations and operating needs in the foreseeable 
future. We expect to use cash generated primarily from operating activities to meet contractual obligations and to pay 
dividends. Our growth is expected to be financed through a combination of cash generated from operating activities, 
existing sources of committed liquidity, access to capital markets, and other sources of capital. Our corporate debt 
ratings ofBaaJ from Moody's and BBB- from Standard and Poor's contribute to our ability to access capital markets 
at attractive prices, therefore, we do not believe the Group is exposed to a significant concentration ofliquidity risk. 
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33. Financial risk management objectives and policies (continued) 

The following tables set out the contractual maturities of the Group's financial liabilities based on contractual 
undiscounlcd payments: 

Year ended December 31, 2008 
Within 1 1-2 2-3 3-4 More than 

(thousands of euros) rear rears rears rears 4 rears Total 
Fixed rale 
Capital Securities 46,491 750,000 796,491 
World Headquarters finance 
lease obligations 21066 2/105 2/145 2/186 27,996 361498 

181557 2,105 2/115 2, 186 777,996 832,989 

Floating rate 
GTECH Senior Credit Facilities 2,565 30,6 10 150,895 1,189, 193 1,373,263 
LTO Tenn Loan Facility 60 1 132,000 132,000 96,000 360,601 
LTO Revolving Credit Facility 95 50,000 50,095 
Acquisition related liabilities 6,769 23, 101 6,21 1 36,081 
Other 69,327 53,064 1,004 1,164 14,661 139,220 

79,357 106,775 283,899 1,378,568 11 0,661 1,959,260 
127,9 14 108,880 286,044 1,380,754 888,657 2,792,249 

Year ended December 3 1, 2007 
Within 1 1-2 2-3 3-4 More than 

(thousands of euros) reaT rears :z::ears rears 4 rears Total 
Fixed rate 
Capital Securities 46,618 750,000 796,6 18 
4 .80010 Bonds 360,473 360,473 
World Headquarters finance 
lease obligations 1,917 1,953 1,990 2,029 28,533 36,422 
Other 226 135 497 12 870 

409,234 2,088 2,487 2,041 778,533 121941383 

Floating rate 
GTECH Senior Credit Facilities 81,5 16 122,274 142,653 142,653 1,005 ,366 1,494,462 
Other 7, 106 7,106 

88,622 122,274 142 ,653 142,653 1,005,366 1,501,568 
497,856 1242362 145 ,1 40 144,694 1,783/899 2,695,95 1 
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Market risk 

Interest rate ma rket r isk 
Our exposure 10 changes in market interest rates relates primarily to our net debt obligations with floating interest 
rates. Our definition of net debt is variable rale debt less variable rate cash investments. Our policy is to manage 
interest cost using a mix affixed and variable rate debt. We use various techniques to mitigate the risks associated 
with future changes in interest rates, including entering into interest rate swap and treasury rate lock agreements. As 
of DlX:ember 31 , 2008 there were US$ l .S billion (notional value) in interest rate swaps outstanding (USS2.1 billion at 
December 31 , 2007) and approximately 3oe'/o and 2% of OUT nel debt portfolio was exposed to intcrest rate fluctuations 
at the end of2oo8 and 2007, respectively. The interest rate swaps outstanding at the end of 2008 begin to expire in 
June 2009, a" further descrihed in the interest rate swap section that follows. 

Taking into consideration interest rate swaps outstanding at December 31, 2008. the following demonstrates the 
sensitivity to a reasonably possible change in interest rates, with all other variables held constant, of the Group's 
income before income tax expense and equity associated with our floating rate debt over the next year: 

Effect on income 
Increase (decrease) before income tax. Effect on 

in basis £2ints eXQense {€OOOsl egui!i: {€Ooosl 
2008 10 (725) 3,130 

(10) 725 (3,225) 

2007 10 (500) 1,500 
(10) 500 (1,500) 

Foreign currency exchange rate risk 
As a result of significant operations world wide, our consolidated balance sheet can be affected significantly by 
movements in exchange rates due to the translation of foreign currency balance sheet accounts into eum balance sheet 
accounts. We also have transactional currency exposures arising from current and anticipated transactions 
denominated in currencies other than our functional currency. which is the eum. Translation amounts in other reserves 
(Note 17) in our consolidated balance sheets are derived primarily from our US dollar functional currency subsidiar ies. 

We seek to manage our foreign exchange risk by securing payment from our customers in euros, by sharing risk with 
our customers, by utilizing foreign currency borrowings, by leading and lagging receipts and payments. and by 
entering into foreign currency exchange and option contracts. In addition, a significant portion of the costs attributable 
to our fo reign currency revenues are payable in the local currencies. In limited circumstances, but whenever possib le, 
we negotiate clauses into our contracts that allow for price adjustments should a material change in foreign exchange 
rates oc<:ur. 

From time to time, we enter into foreign currency exchange and option contracts to reduce the exposure associated 
with certain firm commitments, variable service revenues, and certain assets and liabilities denominated in foreign 
currencies, but we do not engage in foreign currency speculation. These contracts generally have maturities of 12 
months or less and are regularly renewed to provide continuing coverage throughout the year. It is our policy to 
negotiate the tenns of the hedge derivatives to match the tenns of the hedged item to maximize hedge effectiveness . 

DOCUMENT REDACTED BY TLC -124-10 164 



GROUP--
2008 Annual Report 

LO'ITOMA TICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

33. Financial risk management objectives and policies (continued) 

As of December 3 1. 2008, we had contracts for the sale of approximately US$58.4 million of foreign currency 
(primarily British pounds, Danish krona, Czech koruna, and Swiss francs) and the purchase of approximately 
USS 192.7 million of foreign currency (primarily euro, Polish zlotys, British pounds, and Canadian dollars). As of 
December 3 J, 2007, we had contracts for the sale of approximately USS 165.6 million of fore ign currency (primarily 
British pounds, Czech koruna, euro, and Danish krona) and the purchase of approximately U$$77.0 million of foreign 
currency (primarily Canadian dollars, euro, Polish zlotys, and Colombian pesos). 

The following demonstrates the sensitivity to a reasonably possible change in the euro to US dollar exchange rate, with 
all other variables held constant, of the Group's income before income tax expense and equity associated with our 
foreign currency denominated receivables and payables and foreign currency forward contracts over the next year: 

Effect on income 
Increase (decrease) before income tax Effect on 

in exchange rate eXE:ense {€OOOsl egui!J:: {€000s} 
2008 10% 13,900 204,000 

(10%) (13,900) (232,000) 

2007 10% 11,000 198,000 
(10%) (11,000) (228,000) 

Commodity price risk 
Our exposure to commodity price changes is not considered material and is managed through our procurement and 
sales practices. 

Hedging acti.,ities and derivatives 

Derivatives not designated as hedging instruments 

The Group uses forward foreign currency contracts to manage some of its transaction exposures and future foreign 
currency net cash flows that the Group expects to generate through its operations. These forward fore ign currency 
contracts are not designated as cash flow, fair value, or net investment hedges and are typically matched with current 
transactions or forecasted foreign currency transactions to be derived from operations. The aggregate fair value of the 
contracts at December 3 1, 2008 and 2007 was €2.4 million and (€4. I) million, respectively. 
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Cash now hedges 

Foreign exchange contracts 
At December 31, 2008 and 2007. the Group held forward currency contracts designated as hedges of future foreign 
currency net cash flows that the Group expects to generate through its operations. The terms of the currency contracts 
are typically matched with the forecasted foreign currency transactions to be derived from operations up 10 a period o f 
12 months. At December 31, 2008, the aggregate fa ir value oftbe contracts was €O.3 million and an unrealized gain of 
€O.I million, net of €O.2 million of income lax expense, was included in equity that related to forward currency cash 
flow bedges that were assessed to be highly effective. At December 31 , 2007, the aggregate fair value of the contracts 
was €0.5 million and an unrealized gain of€0.3 million, net of€0.2 million of income tax expense, was included in 
equity thai related to forward currency cash flow hedges thai were assessed to be highly effective . During 2008 and 
2007, €0.9 million of gains and € 1.6 million of losses were removed from equily and included in service revenue in 
our consolidated income statements, respectively. 

Interest rate swaps 
At December 31, 2008, the Group held USS1.5 billion notional amount of interest rate swaps ("swaps''), with an 
aggregate fair value of (€73.4) million (USS 102.1) milliun at the December 3 1, 2008 exchange rate), which were 
designated as hedges of floating interest rates on the GTECH Senior Credit Facilities. These swaps effectively convert 
USSI.5 billion of the GTECH Senior Credit Facilities' variable intcrcst ratc dcbt to fixed rate debt. Under the tenns of 
these swaps, the Group is required to make fixed interest payments based on rates ranging between 2.89% and 5.02% 
and receives variable interest payments from its counterparties based on three-month Libor w ith settlement occurring 
quarterly. During 2008, we recorded an unrealized loss to equity of€39.9 million, net of€22.7 million ofincome tax 
benefit, principally associated with these swaps. 

The contractual maturities of the notional amount of these swaps are as follows (US dollars in thousands): 

Maturity 
Dale 

June 30, 2009 
December 3 1, 2009 
June 30 , 2010 
December 3 1, 2010 
June 30, 2011 
December 3 1, 20 II 
June 30, 20 12 

Notional 
Amount 

44,348 
44,348 
51,740 
51 ,740 
51 ,740 
51 ,740 

I, 174,284 
1,469,940 

At December 3 1, 2007, the Group held USS J.1 billion notional amount of interest rate swaps ("swaps''), with an 
aggregate fair value of (€1 4.6) million, which were designated as hedges of floating interest rates on our Senior Credit 
Facility. These swaps effectively convert US$ l.l billion of our Senior Credit Facility's variable interest rate debt to 
fixed rate debt. Under the tenns of these swaps, the Group is required to make flXed interest payments based on rates 
ranging between 3.95% and 5.02% and rece ives variable interest payments from its counterparties based on either one
month or three-month Libor with settlement primarily occurring quarterly. At December 3 1, 2007, we recorded an 
unrealized loss to equity of€9.2 million, net of €5.4 million of tax benefits, associated with these swaps. 
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33. Financial risk management objectives and policies (continued) 

The contractual maturities oflhe notional amount of these swaps are as follows (US dollars in thousands): 

Maturity 
Date 

June 30, 2008 
September 30, 2008 
December 31, 2008 
June 30, 2009 
December 31, 2009 
June 30, 2010 
December 31, 2010 
June 30, 2011 
December 31, 2011 
June 30, 2012 

Notional 
Amount 

24, III 
200,000 

24,111 
36,167 
36,167 
42,194 
42,194 
42,194 
42,194 

594,739 
1,084,071 

At December 3 1, 2007, the Group also held US$ I.O billion notional amount of interest rate swaps with an aggregate 
fair value of (EO. I ) million, that expired throughout the first quarter of2008. which were not designated as bedges of 
floating interest ra lt:s 011 our Senio r C red.it Fal:ilily. WI'; rer.;on.h::u all ulln.:'ali/:.ed loss of€O. 1 million to illh::rest expen se: 
associated with these interesl rale swaps. 

Fair value hedges 
The Group did nol have any fair value hedges as of December 3 1. 2008 and 2007. 

Hedges of a net investment in a foreign operation 
At December 31. 2008, the Group held € I 00.0 millioo of foreign currency forward contracts. with an aggregate fair 
value of€ I. 3 million, designated as a hedge against the net investment in Boss Media. At December 3 1. 2008. an 
unrealized gain of €0.8 million, net of €0.5 million of income tax expense. was included in equity that related to 
forward contracts that were assessed 10 be highly effective. 

The Group did not have any hedges of a net investment in a foreign operation as of December 3 1, 2007. 

Capital management 
The primary goal of the Group's capital management strategy is to ensure strong credit ratings and healthy financial 
ratios in order to support its business while maximizing corporate value and reducing the Group's financial risks. We 
consider all equity and debt to be managed capital of the Group. 

The Group manages its capital structure and makes adjustments based on long term strategy decisions in light of 
changes in economic conditions. Additionally, the Group seeks to preserve an optimal weighted average cost of 
capital and maintain sufficient financial flexibility to pursue growth opportunities. There were no changes in the 
objectives, policies, or processes during the years ended December 31 , 2008 and 2007. 
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34. Supplemental cash now infonnation 

Non-cash investing and financing activities are excluded from the consolidated statement of cash flows. Non-cash 
activities are summarized as follows: 

December 31, 
(thousands of euros) 2008 2007 

Non-cash purchase price costs related to acquisition activity 86,229 24,455 
86,229 24,455 

See Note 3 for detailed infonnatioD on 2008 and 2007 acquisition activity. 
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(thousands of euros) 

Audit services 
Tax consulting fees 
Other services: 

- Agreed upon procedures 
- Accounting consultations 

Service description 

Total 

DOCUMENT REDACTED BY TLC -12-4-10 

iJ TTOMATICA 
GROUP 

2008 Annual Report 

2008 fees provided to: 

Audit Firm 
of the Parent 

Company 
400 

163 

563 

Audit Firm's 
network 

of the Parent 
Comnany 

2,031 
538 

153 
309 

3.031 
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Halian Civil Code 

EUAO in thotJsaods Percentage 
Name Revenue Nellncome Assets Revenue Net Income Assets 

Lottomatica ltalia $ervizi S.pA 49,547 11,702 257,961 6.7% 5.3% 5.3% 

Cartalis Imal S.p.A. 703 (2,092) 14.718 0.1% ".9% 0.3% 
Totobit Informatica Software E Sistemi 
S.pA 30,493 10,542 109,821 4.1% 4.7% 2. 3% 

nSS.r.1. 2,561 .. 1,597 0.'" 0.0% 0. 0% 

Us Finanziarill S.pA 14,787 2,541 107,780 2.0% 1.1% 2.2% 

SeD Multitsl S.r." 8,719 3,048 17,690 '''' 1.4% 0.4% 

lotlomatica Sistaml s.p.A. 21,7 10 620 36,257 2 .... 0.'" 0.7% 

PCC Giochi e Servizi S.p.A. 9,903 420 26.373 ,,,. 0.2% 0. 5% 

Consonio Lottomatica Giochi Sportivi n 471 0.0% 0.0% 0 .0% 

Consonio Lolterie NaZionali 323,401 117,731 504,617 43.6% 52.9% 10.3% 

Lottomatica Videolot Gestione S.pA 687 (1,101) 5,099 0.1% -0.5% 0.1 % 

Lottomatica Videolot Rete S.pA 88,524 3,713 188,718 11 .9% 1.7% 3 .... 

Loltomaliea Bil'lgo S.d. 1,650 0.0% 0.0% 0 .0% 

lottomatiea Scommesse S.rJ. 135,319 5.839 164,431 18.2% 2.6% 3.4% 

Toto Carovigno S.pA 28,778 (1.027) 19,260 3 .... -0.5% 0.4% 

Royal Gold S.r.L 3,776 54 6,173 0.5% 0.0% 0.1 % 

lottomatica IrlIematiorlal S.d 2 209 627,194 0.0% 0,1% 12.9% 

lotlomalica International Hungary 55,030 845,41 7 0.0% 24.7% 17.3% 

Invest Games SA 25 91 354,969 0.0% 0.0% 7.'" 

Edlin Ud. 19 0.0% 0.0% 0 .0% 

GTECH Holdings Corporation 22,868 15,074 1,587,693 3,1% 6.8% 32.5% 
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Summar,. &Iledult of £ss.ontial Data of COR5OIidated Companies pursuanllO Artidt 2429 oIlla1ian 
Ci~iI Codt 

EORO in thoosands PtlmlUgc 
N_ R~'enl!f Nrtl!!!"O/l!e ANO .I!&!!!!K Nd ' nmme ~ 

GTECH Corpontion 703,468 (0,830) ],802.901 46.3% .18.6% 4LS% 

Ailk ... Spence GTF..cH (PriVllte) limilled on ,., 
" 0.0% 0.4% 0 ,", 

Angwlla lonery ard Gaming Company. Ltd. 163 (24) In 00% M % 0.0% 

Anligua loneTyCompany. lid ,,, 
'" 290 0.0% 0.1% 0.0% 

AtrooicAmericas.. u.c 32,2 16 {3O,41O} ]8,J06 2.1% "",.9% 0.4% 

Atnmic Argentina, S.U '" .. '" 00% 0.1% 0.0% 

Atronit Asia Limited 0.1)" 0.0% 0.0% 

Atrooic Australia 1'Iy. 1.Jd. 2,024 16 <is 0. 1% 0.0% 0 0% 

Atronic Australien GmbH (184) 0.0% ~2% 0.0% 

Atronic Austria GmbH S4,917 2,265 21,833 3.6% 3.0% 05% 

Atronic Ausuia Holding AG (6) 8,631 0.0% 0.0% 0.'" 

Atmnic Internatiooal GmbH S4,028 (25,41S) 90,101 3.6% -34.2% 2.1% 

Atronic Nevada. u.c UJI 993 3.693 0.2% 1.3% 0. 1% 

Attooic Ptru SA ],467 (191) 1,655 0.1% .(l.W. 0 0% 

AlnXlic Russia 0.0.0. m (2.020) 3,128 0.0% -2.7% 0.1% 

Atronic Syslo:TTli a.v. ,.. (658) 19.511 0.1)% < .9% 0.4% 

Atronic SysIrnIS GmbH 14,775 (2,076) s,m >'0% -2.8% 0.1% 

A1ron~ S)'5Iem$, Inc (8) " 0.0% O()% 0.0% 

AIrwK- S)1tems SAM. 6.00. m l j99 0.4% OJ" 0. 1% 

Beijing GTECH Computer Technology Company Ltd. S78 3J Jl 0.0% O.W. 0 0% 

BiIiBinlS.A 15.256 1.61 2 14.620 l.()% l.2% OJ % 

Boss Casinos N.V 4.122 (619) 4J7~ OJ" <.8% 0.1% 

Boss HoIdiDgs Ltd. (J) l06 0.0% 00% 0.0% 

Boss Medii AB 2O,m 3,811 19J08 1.4% 5.1% 0.7% 

Boss Medii Antiaua LuI. '00 JS 0.0% 0.0% 0.0% 

Boss Medil lnvesDnmlS AB n 0.0% O.()% 0.0% 

Boss Medii Malia <:.sino lid l.'" (76) 5,132 0.1 % -0. 1% 0.1% 

Boss Media Malia Poker lid. 4.555 '" 'JJO OJ% 02% 02% 

CAM Galuy G~ LuI. 'S) 0.0% 0.0% 0 0% 

c.ribbean L;.ttcry Scrvices, Inc. 1.902 (l6S) 81l 0.1% < .2% 0.0% 
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GTECH Holdings Corporation Subsidiaries 

Summary Sdteduk or Essential Dala of Consolidated Companies pursuanllo Artick 2429 of Italian 
Chil Code 

EURO iD tbousand'! "=tage 
N~ Rel'foue Ntl lnro~ A ... ..... "~ Nfl 1!K'O!I!e Assas 

CLS.(ITECH Coo!pallY ulIliLal 0 '" 0.'" 0", 

CiS-GTECH AU5ttlliI Ply lid. 0 '" 0"" 0.0" 

CLS-GTECH Tcclmology(Beijing)Co., lid. 0"" 0"" 0.0" 

CtI!aQ,o loiter}' C~y. N.V. 0.0% 0.'" 0.1'. 

D&D Elcctronic and Software GmbH 0 0% 0.0" 00% 

Dall. Transfer S}'$l(mS. 1nc (81) 0.(1'10 -0.1% 0 .. 

I)ataTrms Sp. ~o.o. 1.213 ." ". 0.1% O.S"" 0." 

Dreampon do Brasil lida. m 0 0% 00% 0.0% 

Dreampon Suffolk Corporalion '.ill 0 0% 0 .. 0.1 % 

Dr=nport. 1m:. ,.,.. 0.001. 0.0% 0.1% 

Dynamite Dtsign.t Marketin8 UmirN 1.737 ,,, 3.126 0.1% , ... 0.1% 

East lI.o;k Invt$tments limitt:d 0.0% 0." 0." 

Europrillt (Games) LId. 3.173 m '" 0.2% 0.4% 0.0% 

IiUl'l,lJlrint Holdings lid. m 2.49l1 0.0% 0.3% 0.\% 

Europrint Promotions ltd '" 26 ". 0.(1'10 0." 00% 

Finsofl Limited 13,7S8 2)90 '.003 0.9% 3.1% 0.2% 

0 ..... de Mexico de C.V. )) 28 O.tw. 0 0% 0 0% 

GEMcdAB m (1.61 7) 152.710 0.0% -2.2% 3.S% 

Grip!' M .... g=>ml G!nt>H , 
'" 0.1)";' 0." " .0% _RSA 

O.w. 0.1'" 0.1'. 

GTECH Asia CorponohOO '" , .... 0 0% 0." 0.2% 

GTEOI A U>lnl1ui.o CorpoTaIion 2,623 ". 4,09S 0 '" , .. 0.1% 

GTECH Avrasya Telmik Hizmelier Ve Musavirlit A.S. 4.1(14 39 '" 0.3% 0.1% 0.0% 

GTEOI Bmsil'" m (2.264) 21 .537 O.W. .3.(1% O.S% 

GTECH Colombia Lada. 11,578 S,151 12,884 0." , ... OJ. 

GTECH Computer SystmIS Sdn BM J< 00% 0.0% 0.0% 

OTECH Comunicaci0ne5 Colombia lJd. 1,080 (139) ,OJ 0.1% • . 2% 0.0% 

GTECH Cmporarioo (Viall) 00% 0 0% 0 0% 

GTECH Cole d1voin: , 0.0% 0.0% 0." 

GTECH Czc<:h Republic. LLC 5,082 ". 4.693 0.3% " )% 0.1% 

DOCUMENT REDACTED BY TLC -124-10 
172 



GROUP 
2008 Annual Report 

GTECH Holdings Corporation Subsidiaries 

Summary Sd>ed u~ <iK EMnlial Data of ConwIidatftl Companif:s pursuanl to Artidr UZ9 of llalian 
Ci,iI c ...... 

EURO in thousands P~ta!j\e 

Namt Rrn:nur Nt!; Iprome .... """" Nt!; Iprome ...., 
OTECH Czech ScMces '.r.o. " " 0.0% 0 0% 0.0% 

GTECH Espana Corpcntion 2,092 '" ". 0.1 % 0.4% 00% 

GTECH Europe 109 127 417 0.0% 0.2% 0.0% 

OTECH Far East Pte Ltd 3,358 1,085 '.0811 0.2% 1.5% 0.1% 

GTECH f"",;1P' HoIdinp Corpontion 32,766 ", S2,m 2.2% 0.8% 1.2% 

GrECH France SARL '01 " '" O.O"~ 0.0% 0.0% 

GTECH GemwI HoIdin" Corporation Gmbh (]1,125) 11.500 0.0% ·15,1)% 0."" 

GTECH GlobiIl Lonery S.L. 4,860 S7 '" 0.3% 0.1% '.0% 

GTECH Global ScMces Corporalioa Umited 209.313 44,016 616,288 13.8% 59.2% 14.2% 

OTECHGmbH 2,278 III 2 .... 0.1% 0.1% 0. 1% 

OTECH In:!and OpmIIions Limited 14,883 5,943 14,OS2 10% '.0% 03% 

GrECH IlIli. Srl 12 (605) 0.0% -0.8% 0.0% 

GTECH Umka(Privatc) Ltd. ". 1,074 0.0% 0.9% 0.0% 

GlECH Utin Amnia Corpor.!tion 10,2&7 4.795 '.082 0.7% 6.4% 0.\% 

G~ Management Pol. Corporation " 0.0% 0.11% 0.0% 

GTECH Me:ciw SA de C.V. 36' (179) 2,862 0.11% •. 2% 0. 1% 

GTECH NOfIhcm ~ Corporation 4,598 44' 1685 03% 0.6% 0.0% 

GTECH Pobb. Sp U>.o. 64,828 17,886 100)24 4.3% 24.0% 23% 

GTEeH Printing Corporation 9,602 (1,631) 28.867 0.6% -2.2% 0.7% 

GTECH Rcinsunmo;:e Company 2." m 0.1% 0.8% 00% 

GTECH Rhode I<bnd C"'l'",,"ion Sl.SH 70.837 " .'" U% 9P% ",." 
GTECH Siovilil Corpon.lion 120l 41' 49' OJ% 0.6% 0.0% 

GTECH S001hcm Africa (Ply) LId " ,m 1)32 0.0% 0.0% 0.11% 

GTECH Sports Beninl Solulions limilCd (2,989) 67,1\9 O.(W, 40% 1.5% 

GTECH Sweden AB 1,836 4 '" 0,1% 0.0% 00% 

GTECH U.K. LimilCd 12,392 '19 2,849 0.8% 1.1% 0.1% 

GTECH Ukraine 213 287 Il7 0.0% 0.4% '.0% 

GTECH Watcrl'lacc Park Company, u.c 0.0% 0.0% 0.0% 

GTECH West G=uwich Technology Associalcs Gr, u.c 1,016 011% 0.11% 0.0% 

GTECH Worldwide Services CO!pDI8IioII ' 44 (411) 0.11% -0.6% 0.0% 
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GTECH Holdings Corporation Subsidiaries 

Slimmary Scbtdule III Essential Data or ConsoIidattd Companies pursuant to Article 2429 of ItaliSD 
CiriCodt 

EURO in Iboosaods Pcrmt\a~ 

"'- Rtnnue Nd IIICOITIe Asstl~ Rn-rlmt NrlI_ A,-<;eI.<I 

GTECHNOV A Holdings Limited , .. , .. 0 .0% 

, ..... 0, '" 38 '" , ... 0.1% 0.0% 

Interactive Games Iotcmatiooal lid. 
... '" .. '" 0. 1% 0.1% 0 .0% 

[nltnWional Poker Network LId. 1,013 '" 
,., 0.1% O.8"A 0 .0% 

lSJ LId. " 33' ,."" '.0% 0 .0% 

lft""llIll I~lalld§ LOllay Holding COU4JlllY, ~IC. ';69 " ro .... 0.1% '0% O.j% 

Louery Equipment Company 

'" '" ''''' ,."" 0 0% 

Loxley GTECH TedJnoIogy Co .. '" ''''' ''''' 0.0% 

MIS lnImIatioul Franoe SAS '0% ''''' 0 .0% 

On-Line Lonery Lic:mseand l.tase B.V. !.SI S ". '" 0.1% '.2% 0 .0% 

Online Transactioo Tec:llnologies SARL . Associe Uruque !J.4S6 '62 6.915 0.6% 1.3% 0.2% 

Oy GTECH Finland Ab 8,229 '" 2,146 0.5% '9% 0 0% 

Prodigal Looery Snvlces. N. V. no '" 399 0.0% 0.2% 0.0% 

Rmil Display aDd Scrnoe Handlers. UC " 0.0% 0.0% 0." 

5B Industria e Coo!cn::io Uda. (882) l.l31 0.0% -1.2% 0." 

Siam GTECH CORIpMIy Limi ttd 12l " " 0.0% 0.0% 0 .0% 

Spido ManuFacrurms ute 38,798 (710) 172,463 ' ''' -1.(1% 4 .0% 

Spido USA IncorponI«I 7,008 (1.79S) UI1 0.5% _2.4% 0 .2% 

Springboard Tedwologies Private Liwi!ed ." " m 0.0% 0.0% 0.0% 

51. Enodoc Hnldinp Limited 3)29 0.0% 0." 0 .1 % 

$1. Kius and Nevis I..o!kry Company. LId S6J m 356 0." '2% 0." 

SI. MiM'tI' (UK) L.i!IIlttd '.000 "" 
, .. 0.1% ~.l% 0 .0% 

$1. Min_ Limited 13,123 2,036 7.430 0.9% '.7% 0.2% 

Technology Risl: Management SeMo;a., Inc. , .. 3,918 , ... 0.2% 0. 1% 

Tranoo mvwmtnl Limited OJ" 0.0% 0." 

TIIIks and Caicos loRery CompaIlY Ud. '" 0." 0." 0.'" 

WebDoiIar AB 1,339 .. , 14.S9S 0.1% '.9% 0.'" 

WCSI Greenwich T ecImology AssocioI:cs, LP (331) II,m 0." -0.4% OJ% 
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STATEMENT REQUIRED BY SECTION 2.6.2, SUBSECTIONS 12 
AND 13 OF THE ITALlAN STOCK EXCHANGE REGULATION 
ABOUT COMPLIANCE WITH CONDITIONS SET FORTH IN 

SECTIONS 36 AND 37 OF CONSOB RESOLUTION NO. 16191 OF 
OCTOBER 29, 2007 (SO· CALLED ''MARKET REGULATIONS") 

Lottomatica meets the conditions for the li sting of companies with subsidiaries incorporated 
pursuant to and governed by the laws ofnon-EU countries, as provided for by Section 36 of the 
Market Regulations, and the conditions for the listing of companies subject to management and 
coordination by other companies, as provided for by Section 37 of the Market Regulations. 
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COMPLIANCE MODEL UNDER LEGISLATIVE DECREE NO. 
231101 

Lottomatica first enacted the Compliance Model in November of 2004, pursuant to Legislative 
Decree No. 231 of June 8, 200 I as subsequently amended and integrated. The Decree introduced 
"administrative" legal liability in Italy, comparable in many respects to criminal liability, arising 
from specific crimes committed in the interest or to the advantage of entities (including 
Lottomatica). 

The Model confonns to the guidelines set out by qualified associations and with best practices. It 
represents an additional step of transparency and is aimed at inspiring a sense ofresponsibility in 
internal and external relations, and therefore simultaneously offers to the shareholders an adequate 
guarantee oftbe management's efficiency and strength for legality. 

The Model has been periodically amended to reflect the new corporate structure and to comply 
with the new provisions oflaw. The Model has been adopted also by Lottomatica's Italian 
subsidiaries in October 2007. 

In March 2008, the Board of Directors of Lottomatica adopted a new Group Code of Conduct. 

A training program on the new Code of Conduct and on the updated Model, addressed to 
managers and to all employees, was launched in June 2008 and completed in December 2008. 
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REGULATORY FRAMEWORK REFERENCE 

The following is a list of certain material Italian regulations to which the Lottomatica Group is 
subject issued and published on Gazzetta Ufficiale from October until December 2008. 

Ministerial Decree of October 20, 
2008 

Ministerial Decree of October 20, 
2008 

Ministerial Decree of October 20, 
2008 

Ministerial Decree of October 20, 
2008 

Ministerial Decree of October 20, 
2008 

Ministerial Decree of August 14, 
2008 

Ministerial Decree of October Z~, 
2008 

Ministerial Decree of November 
11 , 2008 

Law of November 19,2008 D. 184 

Ministerial Decree of November 
26,2008 

Ministerial Decree of December 4, 
2008 

Ministerial Decree of December 9, 
2008 

Ministerial Decree of December II , 
2008 
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Technical conditions for carrying out the online Scratch 
and Win lottery: the "Sfida al croupier mobile". 

Technical conditions for carrying out the online Scratch 
and Win lottery: the "Sette e mezzo mobile". 

Technical conditions for carrying out the online Scratch 
and Win lottery: the " Miliardario mobile". 

Technical conditions for carrying out the online Scratch 
and Win lottery: the "Scala reale mobile". 

Technical conditions for carrying out the online Scratch 
and Win lottery: the " Black Jack on line". 

Rules concerning technical conditions for carrying out 
the lottery : " Lotteria ltalia 200S". 

Technical conditions for carrying out the Scratch and 
Win lottery: the '~L' Albero dei premi". 

Technical conditions for carrying out the online Scratch 
and Win lottery: the " L' Albero dei premi online". 

Implementation of European Union rules concerning 
Public Games. 

Tennination of the Scratch and Win lotteries: the 
" Super poker", "Medaglia d ' Oro", "Tutti al mare" and 
" Spider-man 3". 

Rules concerning a new way of participation to Lotto 
Game. 

Rules concerning special carats for the sport pool 
games "Totoca1cio", " iI9" and "+Gol". 

Tennination of the Scratch and Win online lottery: the 
" Indiana Jones online", 
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Law of Decembcr 22, 2008 D. 203 Budget Law 2009 
Article I - paragraph 49: 

Rules concerning the operation of horse and sports 
betting; 
Modification of the percentage of PREU coming 
from A WPs (from 12.7% to 13.4%). 

FURTHER REGULATORY FRAMEWORK REFERENCE 

Government Gaming 
Regulation 

Nevada Gaming 
Regulation 

Through its subsidiaries Atronic Americas, LLC, Atronic 
International GmbH, Atronic Nevada LLC and Spielo Manufacturing 
ULC, Lottomatica S.p.A. ("Lottomatica") operates in many legal 
casino gaming jurisdictions worldwide. The manufacture and 
distribution of gaming equipment, systems and SClVices and the 
operation of gaming equipment are subject to regulation by a variety 
of local, state, tribal and federal agencies, with the majority of 
oversight conducted by individual state gaming control boards, 
commissions and similar agencies. While the regulatory requirements 
vary from jurisdiction to jurisdiction, most require: (i) licenses and/or 
pennits; (ii) findings of suitability of the manufacturer or distributor 
and individual officers, directors, major equity owners and key 
employees'; (iii) documentation of qualification, including evidence of 
financial stability; and (iv) specific approvals for gaming equipment 
manufacturers and distributors. 

Lottomatica is registered with the Nevada Gaming Commission (the 
"Commission") as a publicly traded corporation (a "Registered 
Corporation") and has been found suitable to directly or indirectly 
own the stock of three subsidiaries, two that have been licensed as a 
manufacturer and distributor (Atronic Americas, LLC and Atronic 
International GmbH), and one that has been licensed as a 
manufacturer, distributor and operator of slot machines and inter
casino linked wide area progressive slot machine system (Atronic 
Nevada LLC). The manufacture, sale and distribution of gaming 
devices in Nevada or for use outside Nevada are subject to extensive 
state and local laws, regu lations and ordinances of the Commission, 
the Nevada State Gaming Control Soard ("GCS"), and various county 
and municipal regulatory authorities (collectively referred to as the 
"Nevada Gaming Authorities"). These laws, regulations and 
ordinances primarily cover the responsibility, financial stability and 
character of gaming equipment manufacturers, distributors and 
operators, as well as persons financially interested or involved in 
gaming operations. 
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In particular, the Commission may require any beneficial holder of 
Lottomatica's voting securities, regardless of the Dumber of shares 
owned, to file an application, be investigated, and be found suitable, 
in which case the applicant would be required to pay the costs and 
fees of the GCB investigation. If the beneficial bolder of voting 
securities who must be found suitable is a corporation, partnership, or 
trust, it must submit detailed business and financial infonnation 
including a list of beneficial owners. Any person who acquires more 
than five percent (5%) of Lottomatica's voting securities must report 
this to the Commission within ten (10) days of such acquisition. Any 
person who becomes a beneficial owner of more than ten percent 
(10%) of Lottomatica's voting securities must apply for a finding of 
suitability within 30 days after the Chairman of the GCB mails the 
written notice requiring this finding of suitability. This obligation 
remains for so long as the person retains an interest in the securities. 

Under certain circumstances, an " institutional investor," as defined in 
the Nevada Act, which acquires the beneficial ownership of more than 
ten percent (10%), but not more than 15%, of a Registered 
Corporation's voting securities may apply to the Commission for a 
waiver of such finding of suitability if such institutional investor holds 
the voting securities for investment purposes only. The applicant is 
required to pay all costs of investigation incurred by tbe Nevada 
Gaming Authorities . 

Any person who fai ls or refuses to apply for a finding of suitabi lity or 
a license within 30 days after being ordered to do so by the 
Commission or the Chairman of the GCB may be found unsuitable. 
The same restrictions apply to a record owner who fails to identify the 
beneficial owner, if requested to do so. Any stockholder found 
unsuitable and who holds, directly or indirectly, any beneficial 
ownership of Lottomatica's common stock beyond such period of 
time as may be prescribed by the Commission may be guilty of a 
criminal offense. Lottomatica is subject to disciplinary action and 
possible loss of its approvals if, after it receives notice that a person is 
unsuitable to be a stockholder or to have any other relationship with 
Lottomatica or any of Lottomatica' s licensed gaming subsidiaries, 
Lottomatica: 

(i) pays that person any dividend or interest upon its voting 
securities, 

(ii) allows that person to exercise, directly or indirectly, any voting 
right conferred through securities held by that person, 

(iii) gives remuneration in any form to that person, for services 
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rendered or otherwise, or 

(iv) fails to pursue all lawful efforts to require such unsuitable 
person to relinqui sh his voting securities for cash at fair market 
value. 

The Commission may, in its discretion, require the holder of 
Lottomatica's debt securities to file an application, he investigated 
and be found suitable to own any of Lottomatica's debt securities . If 
the Commission detennines that a person is unsuitable to own any of 
these securities, Lottomatica will be subject to the same sanctions, as 
described above, including the loss of its approvals. 

Changes in control of Lottomatica through merger, consolidation, 
acquisition of assets or stock, management or consulting agreements 
or any fonn of takeover cannot occur without the prior investigation 
of the GCB and approval of the Commission. Entities seeking to 
acquire control of Lottomatica must satisty the GCB and the 
Commission in a variety of stringent standards prior to assuming 
control. 

The Commission may also require controlling stockholders, officers, 
directors and other persons having a material relationship or 
involvement with the entity proposing to acquire contro l, to be 
investigated and licensed as part of the apprqval process relating to 
the transaction. 
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PROCESSING OF PERSONAL DATA 

Article 34 of Legisiative Decree No. 196 of June 30, 2003, requires certain security measures to 
be taken in the event of the electronic processing of personal data, according to the procedures set 
forth in the technical specifications under Annex B to the law. Among these requirements is the 
onc specified in letter (g) tor "an updated Security Policy Statement" (DPS, Documento 
Programmatico sulla Sicurezza). 

DPS, in compliance with the law, specifies the technical and organizational security measures 
adopted on the basis of risk analysis as well as task and responsibility distribution within the data 
processing structure in order to protect personal data regarding their correct storage and handling. 

Lottomatica S.p.A. regularly reviews and updates the DPS which it did most recently on March 
31,2008 in accordance with Legislative Decree No. \96/03. 

RECEIPTS AND PAYMENTS (PRESIDENTIAL DECREE NO. 560 
OF 09116/1996) 

The administration of receipts and payments of Lotto accounts solely related to Lottomatica 
under the powers granted by Presidential Decree No. 560, of€113.6 million as of December 31, 
2008, are provided below. Such amounts are included in the consolidated accounts of 
Lottom:atica Group. 

Receivables 

Total receivables for the managcment credit towards collectors for the sums to be paid, net fees and 
expenses in this regard wcre €50.6 million. 

Cash and Cash Equivalents 

Cash and cash equivalents were €63.0 million and reflect the administered receipts held on bank 
and postal accounts: 

• 
• 

€51.0 million on a specific current account held with Banca Intesa S.p.A. 
€12.0 million on a specific postal account. 

Pavables 

Payables were €113.6 million and were made up of: 
• 
• 
• 

• 
• 

€72.7 million in profits due to the Tax. Authorities as of December 31,2008; 
€18.4 million due to the Ministry of Finance's pension fund; 
€9.3 million for the premium on the last four drawings made over the period under 
consideration to be paid out to the licensee; 
€ 12.8 million in winnings not paid as of December 31, 2008. 
€0.4 million for accrued interest. 
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EXHIBIT 3C·ter 
Certification of the first half, annual and annual stand alone financial statements, pursuant to Article 81-ter 

of the Consob Regulations no. 11971 of May 14, 1999 with any following amendments 

1. The undersigned, Lorenzo Pellicioli and Stefano Bartoli, of Lottomatica, S.p.A., taking into account Article 
154-bis, Section 3 and 4 of the Legislative Decree no. 5R of Fehruary 24, 1998, certify: 
• the adequacy - with respect to the characteristic of Lottomatica, and; 
• the effective application, 

of the administrative and accounting procedures relating to the preparation oftbe annual and annual stand alone 
financial statements throughout the year ended December 31 , 2008. 

2. We therefore certifY that the annual and annual stand alone financial stalemenls: 
a. correspond to the accounting books and entries; 
b. are prepared in accordance to International Financial Reporting Standards, and to the best of our 

knowledge, are suitable to offer truthful and accurate representations of the assets, financial position 
and result of operations of the issuer, for both stand alone and in consolidation. 

Date: March ----' 2009 

Signatures of the delegated members of the 

Administrative Body 

Lorenzo Pellicioli 
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Signature of the Manager in charge of drawing up 
corporate reports and financial documents 

Stefano Bortoli 
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List of Lottomatica S.p.A. subsidiaries 
Name Share Ownershill 

Jurisdiction Csoltal" % Shareholder 
Consorzio Lotterie 
Nazionali Italy 16,000 63 Lottomatica 
Lattomatiea Italia 
Servizi S.D.A. Italv 2,582 100 Lottornatica 
Lottomatica 
Scommesse 5.r.1. Italy 20,000 100 Lottomatica 
LaHomatiea Videolot 
Rete S.DA Italv 3,226 100 Lottomatica 
SED Mullrtel S.r.l. (1) Italv 800 100 Lottomatica 
Lottomatica Videolot 
Gestione S.pA Italy 120 100 Lottomatica 
l ottomatica Sistemi 
S.D.A. Italv 5,165 100 Lottomatica 
Lottomatica 
IntemationaI8.r.1- Italv 100 100 Lottomatica 
Totobit Informatica 
Software e Sistemi Lottomatica Italia Servizi 
S.p.A. Italy 3,043 100 S.p.A. 

Lottomatica UaUa Servtzi 
CartaLiS IMEL S.DA Italv 10,000 85 S.DA 
Toto Carovigno Lottomatica Scommesse 
S.DA (2) Italy 500 100 S.r.1. 
Lottomatica Bingo Lottomatica Scommesse 
S.r.l. (3) Italy 50 100 8.r.1. 

Lottomatica Scommesse 
L.S. Alpha S.r.1. (4) Italy 4,210 95 S.r.1. 

Lottomatica Videolot Rete 
Roval Gold S.r.1. (5) Italv 99 100 S.D.A. 
pee Giochi e Servizi 
S.p.A. Italy 21,000 100 lottomatica Sistemi S.p.A. 
US Finanziaria 
S.D.A. Italv 1,000 100 Totobit Informatica S.p.A. 
TIS S.r.I. Italv 100 100 Totobit Informatica S.p.A. 
Consorzio l ottomatica (85"10); 
lottomatica Giochi Totobit Informatica S.p.A. 
Sportivi Italy 100 90 (5%) 
Lottomatica 
International Hungary Lottomatica International 
Korlalolt Fefef6ssegu S.r.l. (80.49%); 
Tarsasao Hunaarv 1,250 100 Lottomatica (19.51% 

Lottomatica Scommesse 
Edrin Ltd. (6) UK 19 100 S.r.1. 
Invest Games S.A. Lux 31,000 100 lottomatica. 

Lottomatica (77.8712%); 
GTECH Holdings 

I ~~vest Ga~es S.A. 
Corporation Delaware, USA 1,133,545.651 100 22.1288% 
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NOTES: 

Unless otherwise notes, the consolidation method for all subsidiaries listed above is on a line-by
line basis. 

** All Share Capital amounts are stated in local currency amounts and in thousands. 

(1) On June 9, 2008, SED Multitel S.p.A. became SED Multitel S.d. Subsequently, Lottomatica 
acquired Totobit S.p.A.'s interest participation (80%) and became the sole shareholder with 
100010 interest participation. 

(2) On August 29, 2008, Lottomatica Scommcsse S.r.I. acquired 100% of Toto Carovigno 
S.p.A. 's interest participation. 

(3) On July 7, 2008, Lottomatica Scornmesse S.r.1. created the new company Lottomatica Bingo 
S.r.I. 

(4) On December 3, 2008, Lottomatica Scommesse S.r.l. acquired 95% of L.S. Alpha S.r.I.'s 
interest participation. 

(5) On December 5, 2008, Lottomatica Videolot Rete S.p.A. acquired 100010 of Royal Gold 
S.r.l.'s interest participation. 

(6) On November I I , 2008, Lottomatica Scommesse S.r.l. acquired Edrin Ltd.'s interest 
participation. 
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List of GTECH Holdings Corporation Subsidiaries 

Name Jurisdiction 
Share Ownership 

§h8reh21~!r Cenltal" % 

GTECH Corporation Delaware, USA · 100 GTECH Holdings Corporation 
Aitken Spence GTECH GTECH Global Services 
(Private)' Limited Sri Lanka 33,660 50 Corporation Limited 
Anguilla Lottery and Leeward Islands Lottery Holding 
Gaming Comoanv, Ltd. Anauilla 10 100 Comoanv, Inc. 
Antigua Lottery Leeward Islands Lottery Holding 
Company, Ltd. Antigua · 100 Company, Inc. 

Atronic Americas, LLC Nevada, USA 13,300 100 GTECH Corporation 

Atronic Argentina. S.AL Argentina 30 80 Atronic International GmbH 

Atronic Asia Limited (1) Hono Kono 10 100 Atronic Austria HoldinQ AG 
GTECH Global Services 

Atronic Australien GmbH Germanv 1,120 100 Corporation Limited 
Atronic Australia Pty. 
Ltd. Australia 2,000 100 Atronic Australien GmbH 

Atronic Austria GmbH Austria 300 100 Atronic Austria Holdina AG 
Atronic Austria Holding 
AG Austria 300 100 Atronic International GmbH 
Atronic International GTECH German Holdings 
GmbH Germanv 302 100 Corporation GmbH 

Atronic Nevada, LLC Nevada, USA 10 100 Atronic Americas, LLC 

Atronic Peru S.A. Peru · 98 Atronic International GmbH 

Atronic Russia 0.0.0. Russia 3,018.2 50 Atronic Austria Holding AG 

Atronic Systems B. V. The Netherlands 18 100 Atronic International GmbH 

Atronic Systems, Inc. Nevada, USA · 100 Atronic Systems B. V. 

Atronic Systems GmbH Austria 36.4 100 GriDs Manaaement GmbH 

Atronic Systems S.A.M. Monaco 150 100 Atronic Systems B.V. 
Beijing GTECH 
Computer Technology GTECH Foreign Holdings 
Company Ltd. China (PAC) 150 100 Corporation 

GTECH Global Services 
BiliBird SA Poland 4,490.368 100 Corporation limited 

Boss Casinos N.V. Curacao 67 100 Boss Media AB 

Boss Media AB Sweden 1,141.3 100 GEMedAB 
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List of U I to"" .. ,.d ( .. ~~ 
~ Jurisdiction ~ 1> 

Sharehol~r 

.& 
I Boss Media , Ltd. 77 100 Boss Media AB 

I Boss ; Ltd. Malia 15 99.99 Boss Media AB 

I ~~ss Media 
100 100 Boss Media AB 

I ~?s;' ~~~~a Malia Malia 80 99.99 Boss. I Ltd. 

I ~t~SS Media Malia Poker 
Malia 40 99.99 Boss I I Ltd. 

l I t:vn Australia 
I Ply Ltd. 121 • 100 Tranco i nl''''' 

I , "i" 'I' I~)vn . 
. ., British _,,!~gin 

'" nnn 50 
':' ' ovH '. 

, I Imll." 

rECH 
Technology (Beijing) 

China (PRC) 2,700 100 '" IC " I Co .• Ltd. iii 

1 Cam' I 'Group Ltd. United i 100 100 :H " 

. Inc . .. , U .S~Virgin Islands · 100 ro, , Inc. 
I Holding 

r, ~N.V 
il "'U. 200 100 , Inc. 

" ulu" '" 

10&0 : and 
26 50 

~~U; I 
. OataTrans Sp. Z 0.0. 50 100 I SP. Z 0.0 . 

I ~~ta -,. 
n ,USA · 100 ~H ro 

, Inc. , USA · 100 r 

, Inc. (99.75%); 
Dreamport do Brasil GTECH : (~~,,~~!dings 
Ltda. Brazil 3,434.133 100 r . 

I 
i , USA · 100 :H 

i 
i nl',' & United i · 100 I Boss ""rllo OR 

, ~':i~;::~:' I British Virgin 

· 100 I CLo , ro, i 

I Ltd. " na, i 20 100 1 ~, i I Ltd. 

I i I Ltd. United i on onR 100 I ~~ ~tdI60%) - " (40%); 
, Promotions 

Ltd. United i • 100 ~, I i 

nsoft 11m""" United i 1.172 100 I ~~7.~ 
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List of GTECH Holdings Corporation Subsidiaries 
, 

Name Jurisdiction Share Ownership Shareholder 
CaDitalU % 

GTECH Foreign Holdings 
Corporation (99.998%); 

Gana de Mexico de C.V. GTECH Latin America Corporation 
i(3j Mexico 50 100 I (0.002",(,) 

GTECH Global Services 
GEMedAB Sweden 100 87.45 Corporation Limited 
Grips Management 
GmbH Austria 83.1 100 Atronic Systems B.V. 

Grips RSA South Africa · 100 Grips Management GmbH 
GTECH Asia 
Corporation Delaware, USA · 100 GTECH Corporation 
GTECH Australasia 
Corporation Delaware USA · 100 GTECH Corooration 

GTECH Avrasya Teknlk 
Hizmetler Ve Musavirlik On-Line Lottery License and Lease 
A.S. Turkey 260,000,000 99.6 B.V. 

GTECH Corporation (99.75%); 
GTECH Foreign Holdings 

GTECH Brasil ltda. Brazil 96,582.428 100 Corporation (0.25%) 
GTECH Global Services 
Corporation Limited (99.998%); 
GTECH Comunicaciones Colombia 
lIda. (.007%); 
Alvaro Gomez Munoz.(.007%) 

GTECH Colombia Ltda. Colombia 6,884,400 100 (Nominee share) 
GTECH Foreign Holdings 

GTECH Corporation (99.99%); 
Comunicaciones Alvaro Rivas (.01%) (Nominee 
Colombia Ltda. Colombia 10,000 100 share) 
GTECH Computer 
Systems Sdn Bhd Malavsia · 100 GTECH Corooration 

GTECH Corporation Utah USA · 100 GTECH Corporation 
GTECH Foreign Holdings 

GTECH Cote d' ivoire IVaN Coast 1,000 100 Corporation 

GTECH Global Services 
GTECH Czech Services Corporation Limited (98%); GTECH 
s.r.o. Czech Republic 1,000 100 Ireland Operations Limited· (2%) 
GTECH Czech Republic, 
LLC Delaware, USA 13,000 25 GTECH Corvo ration (25%) 
GTECH Espana 
Corporation Delaware, USA • 100 GTECH Corporation 

GTECH Corporation (99.9%); 
GTECH Foreign Holdings 

GTECH Europe BelQium 1,250 100 Corporation ( .. , %) 
GTECH Global Services 

GTECH Far East Pte Ltd Singapore 25 100 Corporation Limited 

189 

DOCUMENT REDACTED BY TLC -124-10 



GROUP--
2008 A IR nnu. .eDOrt 

List of GTECH Holdings Corporation Subsidiaries 

!:!!m! Jurisdiction 
Share Ownershil! 

Shareholder CaDital** % 
GTECH Foreign 
Holdings Corporation Delaware, USA · 100 GTECH Corporation 

GTECH Foreign Holdings 
GTECH France SAAl France 50 100 CO'l!Qration 

GTECH G lobal Services 
GTECH GmbH Germanv 500 100 Corporation Limited 
GTECH German 
Holdings Corporation 
GmbH Germanv 25 100 GTECH Corporation 
GTECH Global Lottery GTECH Global Services 
S.L. Spain 31 100 Corporation Limited 
GTECH Global Services 
Corporation Limited Cvorus 340,545.074 100 GTECH Coroaration 
GTECH Ireland GTECH Global Services 
Operations Limited Ireland 100 100 Corporation Limited 

GTECH G lobal Services 
GTECH 11aHa Srl (31 Italy 10 100 Corporation Limited 

GTECH Global Services 
GTECH Lanka (Povate) Corporation Limited (99.9%); 
ltd. Sri Lanka 1,000,000 100 GTECH Corporation (. 1%) 

TECH Latin America 
... orporation Delaware, USA · 100 GTECH Corporation 

GTECH Management 
P.1. Corooration Delaware, USA · 100 GTECH Corooration 

GTECH Corporation (99.65669 6%); 
GTECH Foreign Holdings 
Corporation (0.343297%); 

GTECH Mexico S.A. de GTECH Latin America Corporation 
C.V Mexico 50,000 100 (0.000007%) 
GTECH Northern 
Europe Corporation Delaware, USA · 100 GTECH Corporation 

GTECH G lobal Services 
GTECH Polska So.z 0.0. Poland 47,445 100 Corporation Limited 
GTECH Printing 
Corporation Delaware, USA · 100 GTECH Corporation 
GTECH Reinsurance 
Comoanv (3) Vermont, USA · 100 GTECH Holding§ Corporation 
GTECH Rhode Island Rhode Island, 
Corporation USA · 100 GTECH Corporation 
GTECH Slovakia 
Corooration Delaware USA · 100 GTECH Corooration 
GTECH Southern Africa 
{PM Ltd. South Africa · 100 GTECH Corporation 
GTECH Sports Betting GTECH G lobal Services 
Solutions Limited United Kinadom • 100 CQ!I!9ration Limited 

GTECH G lobal Services 
'TECH Sweden AB Sweden · 100 Corporation 
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List of GTECH Holdings Corporation Subsidiaries 

Name Jurisdiction 
Share Ownershig 

Shareholder CaDital*· % 

GTECH U.K. Limited United Kingdom 200 100 GTECH Corporation 
GTECH Asia Corporation (99%); 

GTECH Ukraine Ukraine 19,066.264 100 
GTECH M~~agy:)ment P.I . 
Corporation 1 % 

GTECH WaterPlace 
Park Company, LLC Delaware, USA · 100 GTECH Corporation 
GTECH West 
Greenwich Technology 
Associates GP, LLC Delaware, USA · 100 GTECH Corooration 
GTECH Worldwide 
Services Corporation Delaware, USA · 100 GTECH Corporation 
GTECHNOVA Holdings GTECH Global Services 
Limited Cyprus · 100 Corporation Limited 

GTECH Global Services 
Innoka Oy Finland 20 81 Cornoration Limited 
Interactive Games 
International Ltd. United Kingdom · 100 Europrint Holdings Ltd. 
International Poker 
Network Ltd. Malta 40 99.99 Boss Holdinas Ltd. 

JSJ Ltd. United KinQdom 690 100 GTECH Corporation 
Leeward Islands Lottery GTECH Global Services 
Holdina Comoanv, Inc. St. Kitts & Nevis 13,600.637 100 Corporation Limited 

GTECH Asia Corporation 
(99.994%); 

Lottery Equipment GTECH Management P.I . 
Company Ukraine 87,747.8 100 Corporation (.OO6o/~) 

GTECH Global Services 
Loxley GTECH Corporation Limited, «9%2; 
Technology Co., Ltd. (2) Thailand 100,000 49 GTECH Corooration 10% 
MIS International France 
SAS France 40 100 Atronic Svstems B.V. 
On-Une Lottery License 
and Lease 6.V. Netherlands 90 100 GTECH Corooration 

Online Transaction 
Technologies SAAL a GTECH Foreign Holdings 
Associe Unique Morocco 33,500 100 Corporation 

Oy GTECH Finland Ab Finland 8 100 GTECH Corooration 
Prodigal l ottery Netherlands Leeward Islands Lottery Hold ing 
Services, N.V. Antilles 10 100 Comoanv, Inc. 
Retail Display and 
Service Handlers, LLC Delaware, USA · 100 GTECH Corooration 

GTECH Corporation (99.99%); 
SB Industria e GTECH Foreign Holdings 
Comercio L1da. Brazil 4,138.646 100 Corporation (0.01%) 
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list of GTECH Holdings Corporation Subsidiaries 

Name 
JUrisdiction 

Share Ownershil2 
Shareholder 

CaDitalU % 
Siam GTECH Company 
Limited Thailand 2,000 99.97 GTECH Corporation 
Spielo Manufacturing GTECH Global Services 
ULC Nova Scotia 278,498 100 Corporation Limited 

$oielo USA Incoroorated Delaware, USA · 100 GTECH Corporation 
Springboard 
Technologies Private GTECH Global Services 
Limited India · 90 Corporation Limited 
St. Enodoc Holdings GTECH Global Services 
Limited Gibraltar 14.13 90 Corporation Limited 

GTECH Global Services 
St. Endell ion Limited (4) Gibraltar 2 30 Corporation limited 
St. Kitts and Nevis Leeward Islands l ottery Holding 
Lottery Company, Ltd . St. Kitts & Nevis · 100 Company, Inc. 

St. Minver Limited Gibraltar · 100 8t. Enodoc HoldinQs Limited 

51. Minver (UK) Limited United Kingdom · 100 St. Enodoc Holdinas limited 
Taiwan Sport Lottery GTECH Global Services 

orooration (4) Republic of China 500,000 24.5 Corporation Limited 

I'echnology Risk 
Management Services, 
Inc. Delaware, USA · 100 GTECH Corporation 
Tranco Investment 
Limited (2) Hong Kong · 100 East Luck Investments Limited 
Tur'ks and Caicos Leeward Islands Lottery Holding 
Lotterv Companv Ltd. Turks & Caicos 50 100 Companv, Inc. 

WebDoliar AS Sweden 100 100 Boss Media AS 
GTECH Corporation (50%); 

West Greenwich GTECH West Greenwich 
Technology Associates, Rhode Island, Technology Associates GP, LLC 
L.P. USA · 100 I (50%) 
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NOTES 

Unless otherwise noted, the consolidation method for all subsidiaries listed above is line by line 
basis. 

Share Capital is less than €1 ,000. 
All Share Capital amounts are stated in local currency amounts and in thousands. 

(1) Atronic Asia Limited was formed October 14, 2008 in Hong Kong. 
(2) The Consolidation method is proportionate consolidation. 
(3) Gana de Mexico de C.V. was liquidated as of December 3,2008; GTECH Italia Sri was 

liquidated as of December 30, 2008; and GTECH Reinsurance Company was liquidated 
as of December 31, 2008. 

(4) Accounted for by the equity method of accounting. 
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LOTTOMATICA S.p.A. Group Profile 

Company Name 

Fiscal Code 

Share Capiw/ 

Registered OffiCI! 

Board of Directors 

Chainnan 
Managing Direcror- CEQ. 

Vice Chairman 

Managing Director - General Manager 

Board Members (1) 

• Denotes Independent Directors 

Board of Statutory Auditors .' 

Chairman 

Regular Members 

Substitute Members 

I ndependellt Auditllrs 

Lottomatica - Socicta per Azioni 

08028081001 

As of December 31 , 2007: € 156,805,233 authorized 
ordinary shares, €1.00 par value per share; no. 
151,899,196 shares paid and subscribed 

Rama - Vialc del Campo Boario 56/d 

Mr. Lorenzo PELLIClOLI 

Mr. Robert DEWEY Jr .• 

Mr, Marco SALA 

Mr. Rosario BIFULCO 
Mr. Pietro BOROLI 
Mr. Paolo CERElTI 
Mr. Marco DRAGO 
Mr. James MCCANN '" 
Mr. Jaymin PATEL 
Mr. Anthony RUYS '" 
Mr. Severino SALVEMTNI '" 
Mr. Gianmario TONDATO DA RUDS '" 
Mr. William Bruce TUR.l\'ER (2) 
Mr. Paolo AINIO (3) 

Mr. Francesco MARTINELLI 

Mr. Angelo GAVIANI 
Mr. Paolo Andrea COLOMBO 

Mr. Marco SGUAZZINI VlSCONTINI 
Mr. GiuHo GASLOLI 

Rcconta Ernst & Young S.p.A. 

(I ) The lenn of the members oflhe Board of Directors will CJlpire on the date of the !iliareholders' general meeting 10 approve the 
2007 financial statements, at which lime a new Board of Directors will be elected. 

(2) Mr. Turner was Chief Executive Officer and Managing Director of Lottomatica from January 1, 2007 through December 31. 
2007. 

(3) Mr. Ainio resigned from the Board of Directors on October 4, 2007. 

4 
DOCUMENT REDACTED BY TLC -124-10 



Members of lite Executive Committee 

Members o/the Audit Committee 

Members o/the Reflumeraf;on Committee 

GRUPPO~ 

UjjTTaVlATKA 

Mr. Lorenzo PELLICIOLI (Chairman) 
Mr. Pietro SQROLl 
Mr. Paolo CERETTI 
Mr. Marco DRAGO 
Mr. Marco SALA 

Mr. Severino SALVEMINI (Chairman) 
Mr. Paolo CERETII 
Mr. Anthony RtNS (4) 
Mr. Paolo AINIO (4) 

eS€rvlZl 

Mr. Gianmario TONOATO DA RUOS (Chairman) 
Mr. Robert DEWEY Jr. 
Mr. James MCCANN 

(4) Mr. Ruys was appointoo to the Audit Committee on November 9, 2007 to replace Mr. Ainio, who resigned from the Board 
of Directors and the Audit Comminee on October 4, 2007. 
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LOTfOMATlCA 

Lottornatica S.p.A. (sometimes referred to as "Lottomalica" or the "Company") is one of the largest lottery 
operators in the world based on total wagers and, through its subsidiary GTECH Corporation 
("GTECf!') , is a leading provider of lottery and gaming technology solutions worldwide. Together, the 
Company is the only vertically integrated full service lottery company. Lottomatica is listed on the Stock 
Exchange of Milan under the trading symbol "LTO" and has a Sponsored Levell American Depository 
Receipt (ADR) program listed on the United States over the counter market under the trading symbol 
"LTTOY". 

The Company operates in the publicly regulated gaming market consisting of online, instant and 
traditional lotteries, sports pools, fixed-odds and pari~mutuel betting and publicly sponsored machine 
gaming. 

Lottomatica has built an extensive distribution network in Italy, with approximately 180,000 terminals in 
90,000 points of sale (including approximately 33,000 points of sale where Lottomatica provides 
processing services for third parties), comprised of tobacconists, bars, petrol stat ions, newspaper stands 
and motorway restaurants. Since 1993, Lottomatica has been the sole concessionaire for the Italian Lotto 
game. In 2003, Lottomatica began operating sports pools and other pari~mutuel betting through its 
extensive retail network of 5,000 points of sale. Since 2004, Lottomatica has operated instant and 
traditional lottery games, which in recent years has been a high growth area for the Company. Also in 
2004, Lottomatica received the authorization to operate gaming machines and at present the Company 
operates on its networks approximately 32,000 amusement with prize machines. In 2006, Lottomatica 
received authorization to distribute online instant lottery games. In 2007, Lottomatica began operating 
fixed odds sports betting through a retail network of 1,145 points of sale. 

The Company's GTECH group is the world's leading operator ofhighly~secure online lottery transaction 
processing systems, doing business in 43 countries worldwide. GTECH designs, sells and operates a 
complete suite of lottery-enabled point-of-sale terminals that are electronically linked with a centralized 
transaction processing system that mediates lottery funds between the retailer, where a transaction is 
enabled, and the lottery authority. GTECH currently operates, provides equipment and services to, or has 
been awarded and/or has entered into, contracts to operate or provide equipment and services in t.he future 
to, 27 of the 43 online lottery authorities in the United States, and 53 non~U.S. online lottery authorities. 

Additionally, the Company operates in the gaming machine market segment through its Italian subsidiary 
Lottomatica VideoJot Rete S.p.A. (formerly known as RTI Videolot) and its Canadian subsidiary Spielo 
Manufacturing, ULC, a leading provider of video lottery terminals and related products and services to 
the global gaming industry. GTECH completed its acquisition of a 50010 controlling equity interest in the 
Atronic group of companies ("Atronic" ) in January 2008, after the close of 2007 . Atronic, a leading video 
gaming machine provider in Europe, Russia and Latin America, has a growing presence in the United 
States and is licensed in approximately 225 worldwide gaming juri sdictions. The Company has leveraged 
its distribution and transaction processing competence to expand its activities beyond Lottery and also 
provides Conunercial Services through its networks worldwide. 
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The Company currently operates in three segments: 

• its LotteI)' segment where the Company operates and provides a full range of services, technology and 
products to government sponsored online, instant and traditional Lotteries, fixed odds sports betting, 
and pari-mutuel betting and sports pools; 

• its Gaming Solutions segment where the Company provides solutions, products and services relating to 
video lottery terminals (VLTs) and systems for VLTs and amusement with prize machines; and 

• its Commercial Services segment, where the Company perfonns high-volume transaction processing of 
non-lottery commercial transactions such as prepaid cellular telephone recharges, bill payments, 
electronic tax payments, utility payments, and retail-based programs. 

As previously reported, Lottomatica acquired GTECH on August 29, 2006 and financed the acquisition 
through a Rights Offering, Capital Securities with a 60 year tenn, and a Senior Credit Facility denominated 
in US dollars (as further described in the Operating and Financial Review section that follows) . Also, as 
part of the financing arrangements, an intragroup loan was made from Lottomatica to GTECH. 

Since 2007 is the first full year of operations for the combined Company, comparisons that follow reflect 
only four months of operations for GTECH for the year ended December 31, 2006. 

Lottomatica's key operating perfonnance indicators for the years ended December 3 1, 2007 and 
December 31, 2006 are as follo\\'S (for a description of the manner in which EBITDA and EBIT is 
calculated, please refer to Part 1 of the Operating and Financial Review section that follows): 

(thousands of euros) 
Operating and Cash Flow Data 
Revenue 

Operating income 

EBIIDA 

EBIT 

Net incorn:: 

Net cash flows from operating activities 

Other Data (at end of period) 
Net financial position 

• 
Year ended 

December 31, 

2007 

1,661,391 

394,923 

701,528 

3n,3 19 

105,964 

503,759 

2,229,206 

• 2006 

938,880 

219,290 

361,340 

101 ,040 

822 

208,291 

2 ,484,181 

The Company has operations in 43 countries worldwide on six continents and has approximately 5,900 
employees. 

For additional infonnation on the Company, please go to its website at: 
www.gruppolottomatica.it/eng/aboutuS/index.htm. 
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BUSINESS OVERVIEW 

The Group operates worldwide in the gaming market, proposing its range of products and know-how 
according to the specific needs of each individual customer. The fo llowing is a description of the 
Company's products and brands by market/geography. 

LOTTOMATICA 'S ITALIAN LOTTERY BUSINESSES 

Since 1993, Lottomatica has been the sole concessionaire for the Italian Lotto game, a traditional game that 
was played off-line for centuries. Lottomatica has gained substantial experience in managing all the 
activities along the loltery value chain, such as collecting wagers through its network, paying out prizes, 
managing all accounting and other back office functions, running advertising and promotion, operating data 
transmission networks and processing centers, training staff, providing retailers with assistance and 
supplying materials for the game. 

Lottomatica operates both online lotteries and games, which are conducted through computerized systems in 
which lottery or gaming terminals are connected to a central computer system and which are generally 
games where players select their own numbers, such as Lotio, and off-line lotteries, which are games 
involving preprinted paper tickets and are not computerized (except for ticket distribution and validation 
purposes). 

A list ofLottomatica's concessions in Italy is set forth on Table J of this report. 

Online Lottery 

Lono is a traditional game that was played off-line for centuries and that originated roughly 500 years ago in 
Genoa. In July 2006, Lottomatica introduced Lotto Istantaneo, a game that allows players an option to 
participate in an instant draw game using the same numbers selected for the Lotto game. 

As compensation for its management of Lotto, Lottomatica receives a fee equal to a percentage of the 
amount wagered. 

Lottomatica is required to provide a performance bond in an amount equal to 0.3% of Iota I wagers to the 
Amministrazione Autonoma dei Monopoli di Stato ("AAMS') to guarantee perfonnance ofLottomatica's 
obligations pursuant to the Lotto concession. 

Upon termination of the Lotto concession, Lottomatica is required to transfer, free of charge, to the AAMS 
upon its request, ownership of the entire automated systems which relate to the operation of the Lotto game. 
A similar requirement exists with respect to the tennination of the other concessions as well. 
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Instant and Traditional Lotteries 

In October 2003, the Ministry of Economy and Finances granted to Consorzio Lotterie Nazionaii, a 
consortium 63% owned by Lottomatica, the exclusive concession to operate Instant and Traditional 
Lotteries, which prior to that lime had been operated by the A.AJ.\ifS. The remaining quotas of the 
consortium arc held by Scientific Games International, Inc. (20010), Arianna 2001 S.p.A. (15%) and others. 
The concession expires in March, 2010, with respect to Traditional lotteries, and in May, 2010, with respect 
to Instant Lotteries, unless such terms are extended at the discretion of the AAMS. Instant and Traditional 
lotteries are available at over 45,000 points of sale (of which approximately 29,200 are also Lotto points of 
sale), mainly consisting of tobacconists but also at bars, motorway restaurants and newspaper stands. The 
Lotto, Sports Pools and Other Pari-Mutuel Betting and Services networks and terminals also support the 
Instant and Traditional Lotteries, for which Lottomatica provides a dedicated data process ing center. 

As compensation for its management of the Instant and Traditional Lotteries, Lottomatica receives a fee, 
equal to a percentage of the amount wagered. 

Fixed Odds Sports Bettin2 

Following a competitive tender completed in the last quarter of2006, Lottomatica has been awarded a non
exclusive concession by the AAMS to operate fixed odds sports betting at 1,145 points of sale, and the right 
to operate sports betting over the Internet. The Company has extended their presence in Italy to almost all 
products of the gaming business, reinforcing its leadership position in the Italian market. 

This new opportunity, in one of the fastest growing segments of the worldwide gaming industry, is 
anticipated to contribute significantly to revenues through the expiration of the license in 2016. 

The Company has also been granted rights to operate horse betting at 500 comer points of sale. 

LOITOMATICA'S OTHER BUSINESSES 

Gaming Solutions 

Lottomatica, through its subsidiary Lottomatica Videolot Rete, was granted, in July 2004, a license by the 
AAMS to activate and operate a network in Italy that links amusement and entertainment machines 
installed in outlets consisting of bars, licenced betting halls, tobacconists and hotels to a central system. 
Lottomatica Videolot Rete has agreements with approximately 460 operators who have connected 
approximately 32,000 machines located in about 14,800 points of sale to Lottomatica 's central system. 
For the year ended December 31,2007, revenues from Lottomatica Videolot Rete in Italy were €27.1 
million. 

Commercial Services 

Leveraging its distribution network and transaction processing experience, Lottomatica offers 
high-volume transaction processing of non-lottery commercial transactions such as prepaid cellular 
telephone recharges, bill payments, electronic tax payments, utility payments, and retail-based 
programs. 
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Commercial Services. The Company distributes services for commercial operators including 
electronic top·up services distributed by Lottomatica for prepaid mobile and fixed-line telephone 
accounts, ticketing for sporting and musical events and collects payments from end-users for which 
it retains a fee. 

Payment Services. Through its LIS Finanziaria S.p.A. subsidiary, the Company provides 
collection and payment services in Italy for the payment ofurility bills, local fines and duties and 
also collects payments due on behalf of tile creditor. 

Processing Sen'iccs. Lottomatica provides a processing and network service on behalf of third 
parties, without collecting amounts due. The most important of these services are telephone top
ups and Digital Terrestrial TV cards, payment of car road taxes, fidelity card services and, starting 
from 2005, stamp duties services. 

In Italy, Lottomatica's services network comprises over 90,000 points of sale (including 
approximately 33,000 points of sale where Lottomatica provides only Processing Services for 
third-parties and 22,000 which overlap with Lotto points of sale) divided among tobacconists, bars, 
petrol stations, newspaper stands and motOlway restaurants. Lottomatica has over 180,000 POS 
terminals installed at these locations and about 30,000 Lis Printers installed at tobacconists. The 
Lis Printer is a proprietary dedicated tenninal for printing stamp duties. All services are provided 
through Lottomatica's own separate services network (other than car road tax processing, which 
continues to be handled through the Lotto terminals). Not all points of sale with a POS teonina! 
offer all services provided by Lottomatica in Italy. 

In addition, through CartaLis IMEL S.p.A., Lottomatica has launched on a trial basis at the end of 2006, 
stored value services, issuing and acquiring services related to prepaid 

DOCUMENT REDACTED BY TLC -124-10 
10 



GRUPPO 
Lr®TTCYVIA.TrA 

gtOCht e serVlZl 
:lOU7 Annual Report 

GTECH'S BUSINESS 

GTECH delivers value added services and technology solutions to its customers worldwide. As a global 
leader in the world's online lottery business, GTECH is a full service tedmoiogy partner catering to all of 
the systems and support needs of online lottery operators worldwide. GTECH also operates several 
lotteries in the Caribbean through its Lll-ILCo subsidiary. In 2007, GTECH entered into the instant t icket 
printing segment through an acquisition and continues to grow that business organically. GTECH 
provides complete gaming systems technology to government-sponsored machine gaming programs as 
well as commercial and Native American gaming venues. Additionally, GTECH has leveraged its 
technology competence to provide commercial and financia l services by delivering reliable, secure, high 
volume transaction processing solutions to financial institutions and retailers. 

Contract Award Process 

In the United States, lottery authorities generally commence the contract award process by issuing a request 
for proposals from various lottery vendors. The request for proposals usually indicates certain requirements 
specific to the jurisdiction, such as the number oftenninals and breadth of services desired, Ule particular 
games which will be required, particular pricing mechanisms, the experience required of the vendor and the 
amount of any performance bonds that must be furn ished. After the bids have been evaluated and a 
particular vendor's bid has been accepted, the lottery authority and the vendor generally negotiate a contract 
in more detailed terms. Once the contract has been finalized, the vendor begins to install the lottery system. 

OTECH's marketing efforts for its lottery products and services frequently involve senior management in 
addition to its professional marketing staff. These efforts consist primarily of marketing presentations to t he 
lottery authorities of jurisdictions in which requests for proposals have been issued. 

Marketing ofGTECH's lottery products and services to lottery authorities outside of the United States is 
often perfonned in conjunction with licensees and consultants with whom OTECH contracts for 
representation in specific market areas. Although generally neither a condition of their contracts with 
GTECH nor a condition of their contracts with lottery authorities, such licensees and consultants often agree 
with OTECH to provide on-site services after installation of the online lottery system. 

After the expiration of the initial or extended contract term, a lottery authority in the United States generally 
may either seck to negotiate further extensions or commence a new competitive bidding process. 
Internationally, lottery authorities do not typically utilize as fonnal a bidding process, but rather negotiate 
proposals with one or more potential vendors. 

From time to time, there are challenges or other proceedings relating to the awarding of the lottery contracts. 

Online Products And Services 

A significant portion ofGTECH's revenues and cash flow is derived from its portfolio oflong-term online 
lottery service contracts, each of which in the ordinary course of its business periodically is the subject of 
competitive procurement or renegotiation . GTECH's lottery operations are dependent upon its continued 
ability to retain and extend its existing contracts and win new contracts. 
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GTECH's lottery systems consist oflottery terminals, central computer systems, conununications and game 
software, and communications equipment which connect the tenninals and the central computer systems. 
The systems' terminals are typically located in high-traffic retail outlets, such as newsstands, convenience 
stores, food stores, tobacco shops and liquor stores. 

Terminals. GrECH designs, manufactures and provides the point-of-sale terminals used in its online 
lottery systems. GTECH's first model terminals were introduced in 1985. Since then, GrECH has 
developed an entire product suite of points -of-sale devices and technology. 

Software. GIECH designs and provides, or licenses from third parties, all applications solutions for its 
lonery systems. GTECH's highly sophisticated and specialized software is designed to provide the 
fol lowing system characteristics: rapid processing, storage and retrieval of transaction data in high volumes 
and in multiple applications, the ability to down-line load (i.e., to reprogram the lottery terminals from the 
central computer installation via the communications system to add new games); a high degree of security 
and redundancy to guard against unauthorized access and tampering and to ensure continued operations 
without data loss; and a comprehensive management infonnation and control system. GTECH's latest 
generation solution, the Enterprise Series, has an open architecture that it believes sets a new industry 
standard for the development, deployment, integration and support ofnexl-generation online lottery 
solutions, including those which pennit sales of lottery products via secure infrastructure over the Internet, 
without compromising the integrity of the games. The open system architecture of the Enterprise Series 
allows lotteries to upgrade their systems, and integrate a broad spectrum of third-party hardware and 
software solutions to achieve greater performance. 

Central Computers. Each ofGTECH's lottery systems contains one or more central computer sites to 
which the lottery terminal~ are connected, GTECH's central computer systems are manufactured by 
Hewlett-Packard Company, Stratus Computer, Inc, and IBM Corporation. The specifications for the 
configuration of its central computer installations are designed to provide continuous availability, a high 
throughput rate and maximum security. Central computer installations typically include: redundant 
mainframe computers, various peripheral devices (such as magnetic storage devices, management tenninals 
and hard copy printers), and various safety, environmental control and security subsystems (including 
back-up power suppliers), which are all manufactured by third parties, and a microcomputer-based 
communication and switching subsystem. In addition, GTECH supplies management infonnation systems 
that provide lottery personnel access to important financial and operational data without compromising the 
security of the online system. Based upon the development of its Enterprise Series, GTECH is able to 
integrate qualified third party software applications. 

Communications. GTECH's lottery terminals are typically connected to the central computer installations 
by dedicated communications channels owned or leased by the jurisdiction in which the system is located. 
Due to the varying nature of telecommunications services available in lottery jurisdictions, GTECH has 
developed the capability to utilize and interface with a wide range of communications technologies to 
provide a data communications pathway between the lottery tenninals and the central computers, including 
UHF Radio capabi lity (narrow-band and Spread Spectrum), GSATNSAT, Microwave, Integrated Services 
Digital Networking (ISDN), Data Over Voice (DOV), fiber optic and cellular telephone. According to 
industry sourees that GTECH regards as reliable, GTECH is the largest global provider of wireless 
point-of-sale devices. 
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Games. An important factor in maintaining and increasing public interest in lottery games is the 
development of innovative and compelling new game content. In conjunction with lottery authorities, 
GTECH util izes principles of demographics, sociology, psychology, mathematics and computer technology 
to design customized lottery games which are intended to appeal to the populations served by its lottery 
systems. The principal characteristic..~ of game design include: frequency of drawing, size ofpoo!, cost per 
play and setting of appropriate odds. GTECH believes that its expertise in game design has enhanced the 
marketing of its lottery systems and has contributed to increases in the revenues of many of its customers. 
GTECH currently has a substantial number of variations of lottery games in its software library and new 
games under development. GTECH believes that this game library and the "know how" and experience 
accumulated by its professionals s ince its inception make it possible for GTECH to meet the requirements of 
its customers for specifically tailored games on a t imely and comprehensive basis. 

Marketing. In United States jurisdictions in which GTECH has been awarded a lottery contract, GTECH is 
frequently asked to assist the lottery authority in the marketing of lottery games to the public. Such 
assistance generally includes advice with respect to game design, and promotion and development and 
distribution of terminals and advertising programs. As part ofsueh assistance, GTECH developed 
"GMark," a computerized marketing analysis system used to detennine favorable locations for new louery 
terminals. 

GTECH'S LOTTERY CONTRACTS 

GTECH serves online government sponsored lotteries under facilities management or product sales 
contractual arrangements which are described in more detail below. 

Facilities Management Contracts 

GTECH's Facilities Management Contracts typically require GTECH to construct, install and operate the 
lottery system for an initial term, which is typically at least five to seven years, and usuall y contain 
options permitting the lottery authority to extend the contract under the same terms and conditions for one 
or more additional periods, generally ranging from one to five years. In addition, GTECH's customers 
occasionally renegotiate extensions on different tenns and conditions. 

GTECH's revenues under Facilities Management Contracts are generally a variable amount of monthly or 
weekly service fees which are paid to GTECH directly from the lottery authority based on a percentage of 
such lottery's gross online and instant ticket sales. The level oflottery ticket sales within a given 
juri.sdiction is dctcnnincd by many factors, including population den.sity, the types of games played and 
the games' design, the number of terminals, the size and frequency of prizes, the nature of the lottery's 
marketing efforts and the length of time the online lottery system has been in operation. 

Under GTECH's Facilities Management Contracts, GTECH typically retains title to the lottery system 
and provides its customers with the services necessary to operate and manage the lottery system. GTECH 
installs and commences operations of a lottery system after being awarded a Facilities Management 
Contract and, following the start-up of the lottery system, GTECH is Te!>'Ponsible for all aspects of the 
system's operations. GTECH typically operates lottery systems in each jurisdiction on a stand-alone 
basis through the installation of two or more dedicated central computer systems, although in a few 
instances several jurisdictions share the same central system, In addition, in most jurisdictions GTECH 
employs a work force consisting of a site director, marketing personnel, computer operators, 
communications specialists and customer service representatives who service and maintain most aspects 
of the system. 
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Under certain of GTECH's Facilities Management Contracts the lottery authority has the right to purchase 
GTECH's lottery system (including the central system, terminals, software and communications network) 
during the contract term at a predetermined price, which is calculated so that it exceeds the net book va lue 
oCthe lottery system at the time the right is exercisable. In addition, some of GTECH's lottery contracts 
permit the lottery authority to acquire title to GTECH's system-related equipment and sofiv.'are during the 
term of the contract or upon the expiration or earlier termination of the contract, in some cases (i.e., were 
GTECH to materially breach or be unable to perform under certain circumstances) without paying 
GTECH any compensation related to the lransfer of that equipmenl and ~onware to tht! lottery authority. 
GTECH' s role, if any, with respect to the continued operation of a lottery system in the event of the 
exercise of such a purchase option generally is not specified in such contracts and thus would be subject 
to negotiation. Under many ofGTECH's Facilities Management Contracts, the lottery authority also has 
the option to require GTECH to install additional terminals andlor add new lottery games. Such 
installations may require significant expenditures by GTECH. However, since GTECH's revenues under 
such contracts generally depend on the level oflottery ticket sales, such expenditures have generally been 
recovered through the revenues generated by the additional equipment or games and revenues from 
ex isting equipment. 

Under a number of GTECH's lottery contracts, in addition to constructing, installing and operating the 
lottery systems in these jurisdictions, GTECH is providing a wide range of support services and 
equipment for the lottery's instant-ticket games, such as marketing, distribution and automation of 
validation, inventory and accounting systems, for which GTECH receives fees based upon a percentage of 
the sales of the instant-ticket games. 

A list ofGTECH's Facilities Management Contracts is set forth on Table 2 of this report. 

Prod~ct Sales Contracts 

Under Product Sales Contracts, GTECH constructs, sells, delivers and installs turnkey lottery systems or 
lottery equipment and licenses the computer software for a fixed price, and the lottery authority 
subsequently operates the lottery system. GTECH also sell s additional terminals and central computers to 
expand existing systems andlor replace existing equipment under Product Sales Contracts. 

In connection with GTECH's Product Sales Contracts, GTECH generally designs the lottery system, 
trains the lottery authority'S personnel and provides other services required to make and keep the system 
operalional. GTECH also generally licenses ilS software lo ils cuslomers for a fixed addilional fee. 

Historically, product sales revenues have been derived from the installation of new online lottery systems, 
installation of new software and the sales oflottery terminals and equipment in connection with the 
expansion of existing lottery systems. The size and timing of these transactions at times have resulted in 
variability in product sales revenues from quarter to quarter. 

A list of GTECH's direct or indirect customers that since January 2005 have purchased (or have agreed to 
purchase) from GrECH new online lottery systems, software and/or terminals and equipment in 
connection with the expansion or replacement of existing lottery systems is set forth o n Table 3 of th is 
report. 
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Instant Ticket Vending Machine Business 

In 2003, GTECH acquired Intcrlott, a leading provider of instant ticket vending machines (nVMs) for 
the lottery industry worldwide. Similar to GTECH's online business, GTECH's ITVM business is 
generally conducted under the same type of contractual arrangements as online contracts, Facilities 
Management Contracts and Product Sales Contracts. 

Under a typicallTVM Facilities Management Contract with a lottery authority, GTECH builds to 
specification, installs, and services ITVMs for an initial teon which is typically four years. These 
contracts usually contain options permitting the relevant lottery authority to extend the contract under the 
same terms and conditions for additional periods, generally ranging from one to three years. In addition, 
GTECH's l'IVM customers occasionally renegotiate extensions on di fferent tenns and conditions. 

GTECH's ITVM Facilities Management Contracts feature a compensation structure based upon a 
negotiated percentage of the ITVM instant ticket sales revenues. Under GTECH's ITVM Facilities 
Management Contracts, GTECH retains title to the ITVMs, while providing its customers with necessary 
support services. In most ofGTECH's lTVMjurisdictions GTECH employs a dedicated work force, 
consisting of a Regional Service Manager, marketing personnel, and customer service representatives 
who help service and maintain most aspects of the ITVM program. 

Under a typical ITVM Product Sales Contract, for a fixed price GTECH constructs, sells, delivers and 
installs a turnkey ITVM system that the lonery jurisdiction subsequently operates. 

A list GTECH's ITVM Contracts is set forth on Table 4 of this report. 

Instant Ticket Printing Business 

In February 2007, GTECH, through its subsidiary GTECH Printing Corporation ("GTECH Printing"), 
purchased substantially all of the assets of Creative Games International, Inc., a provider of instant lottery 
tickets f(lr the global lottery industry. GTECH Printing has established it~lf as a highly-regarded instant 
ticket printer with contracts throughout North America and the Caribbean. Headquartered in Plant City ~ 
Florida, GTECH Printing has a total production capacity of more than three billion instant tickets 
annually. 

In fiscal ycar 2006, the instant ticket market worldwide rcvenues were approximatcly $50 billion 
including pull tab ticket printing. Tickets are sold at numerous types of retail outlets but most 
successfully in grocery and convenience stores. New methods of distribution and game play including 
Internet-based promotions and games promise to provide additional growth opportunities. 

Government sponsored lotteries grant printing contracts on both an exclusive and non-exclusive basis 
where there is typically one primary vendor and one or more secondary vendors. A primary contract 
permits the vendor to supply the majority ofthe lottery'S ticket printing needs and includes the complete 
production process from concept development through production and shi pment. It also typically includes 
marketing and research support. A primary printing contract can also include any or all of the following 
services: warehouseing, distribution, telemarketing, and sales/field support. A secondary printing 
contract includes providing back up printing services and alternate product sources. It may or may not 
include a guarantee of a minimum or maximum number of games. 

Instant ticket contracts are priced based on a percent of instant ticket sales or on a price per unit basis and 
generally range from 2-5 years with extension opportunities. 
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GTECH provides complete gaming systems technology primarily to govemment·sponsored programs as well as 
commercial and Native American gaming venues. GTECH is the world's leading provider of central systems 
for government sponsored machine gaming programs and is a single source provider for online central systems. 
system design, teoninals, and games. GTECH is typically compensated on a "participation" basis whereby 
GTECH retains title to the equipment and receives a percentage of sales or "net win" per machine or on a 
product sales basis whereby GTECH receives a purchase price for the equipment. Set forth on Tables 5 and 6 
are lists of GTECH's Gaming Solutions participation and product sales customer contracts. respectively. 

During 2004, GTECH entered into an agreement with the owners of the privately·held Gauselmann Group 
("Gause/mann") to acquire a 50 percent controlling equity interest in the Atronic group of companies owned by 
Gauselmann. Atronic, a leading video gaming machine provider in Europe, Russia and Latin America, has a 
growing presence in the United States and is licensed in approximately 225 worldwide gamingjurisdiclions. 
The closing ofGTECH's acquisition of a controlling equity interest in Atronic was conditioned upon fIrst 
obtaining required regulatory and gaming license approvals and the satisfaction of other closing conditions. On 
December 28, 2007, GTECH and the Gauselmanns signed a new agreement providing for the acquisition of 
Atronic in two parts. GTECH closed this acquisition in january 2008, after the close of2007, acquiring a 50% 
controlling interest. The combination of GTECH, Spielo, and Atronic creates an organization that is well · 
positioned to become a leading end·to-.end solutions provider for the global gaming industry. 

GTECH COMMERCIAL SERVICES 

Prior to 2007, GTECH offered high· volume transaction processing of non·lottery commercial transactions 
such as prepaid cellular telephone recharges, credit and charge card transactions, bill payments, electronic 
tax payments, utility payments, and retail·based programs. These services were provided principally 
through its subsidiary PolCard S.A., the leading debit and credit card merchant transaction acquirer and 
processor in Poland, which GTECH had acquired in 2003. 

In 2007, GTECH sold its control1ing equity position in PolCard. 
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OPERATING AND FINANCIAL REVIEW 

Part 1. Overview 

The following operating and financial review is provided as a supplement to, and should be read in conjunction 
with, the Company's financial statements and accompanying notes. 

As previously mentioned, Lottomatica acquired GTECH on August 29, 2006. Accordingly, revenue for the year 
ended December 31, 2007 includes revenue from Lottomatica's Italian operations and GTECH's operations, 
whereas amounts for the year ended December 31, 2006 include revenue for L:lttomatica'$ Italian operations and 
four months ofGTECH's operations. 

A comparison of the Company's revenue concentration is as follows: 

CONSOLIDATED REVENUE 
Year ended 

(lhowiGnds of euros) 

By Segment 

Lottery 
Gaming Solutions 

Commercial Services 
Total revenue 

By Legal E lliity 

GTECH 
Lottorna tica 

Total revenue 

December 31 , 
2007 

1,463,079 
101,415 
%,897 

1,661,391 

839,750 
821,641 

1,661;391 

2006 

822,086 
29;273 
87,521 

938,880 

289;253 
649,627 
938,880 

Chan~ 
€ 

640,993 
72,142 

9;376 
722,511 

550,497 
172,014 
722,511 

% 

78.0 
246.4 

10.7 
77.0 

190.3 
26.5 
77.0 

Lottomatica's revenue from Italian operations is primarily derived from concessions awarded through 
competitive bids by the government Under these concessions, or operating contracts, Lottomatica manages all 
of the activities along the lottery value chain including collecting wagers, paying out prizes, managing all 
accounting and other back-office functions, running advertising and promotions, operating data transmission 
networks and processing centers, training staff, providing retailers with assistance and supplying materials for 
the game. Lotto revenue from Italian operations is based on a decreasing scale. Revenue is based on a 
percentage of wagers, which decreases as the total wagers increase during an annual period. Therefore, higher 
revenue and operating profits are expected in the first half of the year than in the second half of the year. 
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GTECH' s revenue is principally comprised of service revenue derived primarily from lottery service contracts. 
which are typically at least five to seven years in duration for the base contract term with three to five years of 
extension options resulting in total contract lives of eight to ten years. These contracts generally provide 
compensation to GTECH based upon a percentage of a lottery's gross online and instant ticket sales. These 
percentages vary depending on the size of the lottery and the scope of services provided to the lottery. 
GTECH's product sale revenue is derived primarily from the installation of new online lottery systems, 
installation of new software and sales of lottery terminals and equipment in connection with the expansion of 
ex isting lottery systems. GTECH's product sale revenue from period to period may not be comparable due to 
the size and timing of product sale transactions. 

GTECH has developed and continues to develop new lottery games, licenses new game brands and installs a 
range of new lottery distribution devices, all of which are designed to maintain a strong level of same store sales 
growth for its customers. 

As a result of the acquisition of GTECH. substantial portions of the Company's assets consist of equipment used 
to operate online lottery systems for customers outside ofltaly. 

OPERATIONS REVIEW 

(thousands of euros) 
Operating and Cash Flow Data 
Revt:nuc 

Operating income 

EBlTDA 

EBIT 

Net income 

Net cash fJov.'s from <J.lerating activities 

Year ended 
December 31, Percentage of revenues 

2007 2006 2007 2006 

1,661,391 938,880 

394,923 219,290 24% 23% 

701,528 361,340 42% 38% 

377,319 101,040 23% 11% 

\05,964 822 6% 

503,759 208,291 3{)O/O 22% 

EBIT and net income for the year ended December 31, 2007 and 2006 include approximately €31.8 million and 
€17.7 million, respectively, of unrealized non-cash foreign exchange losses principally associated with 
intragroup loans from Lottomatica to GTECH, which were put in place as part of the acquisition financing. 
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Excluding these unrealized non-cash fore ign exchange losses, EBIT and net income would have been as follows: 

{thousands of euros} 

EBIT 

Net income 

EBITDA and EBIT are computed as follows: 

(thousands of euros) 

Operating income 
Depreciation, amortization and write-downs 
Other non-cash items 

EBITDA 

Operating inCOlIJe 

Equity income (loss) 
Other income 
Other expense 

Foreign exchange loss, net 
EBIT 

Year ended 

December 3 1. 
2007 2006 

409,157 

127,150 

118,702 

12,656 

Year ended 
December 3 1. Change 

2007 2006 € 

394,923 219,290 175,633 

281,845 136,473 145,372 
24,760 5,577 19,183 

701.528 361,340 340,188 

394,923 219,290 175,633 
753 (412) 1,165 

18,705 4 ,399 14,306 
(3,357) (1,624) (1,733) 

(33,705) (120,613) 86,908 
377,319 101,040 276,279 

% 

80. 1 
106.5 
344.0 
94.1 

80.1 
282. 8 
325.2 

( 106.7) 
72.1 

273.4 

On October 23, 2007, GTECH's subsidiary in Brazil, GTECH Brasil Ltda. received a ruling to release 40 
mill ion Brazilian Teals held in escrow in a Brazilian court account in connection with the injunction brought by 
the Brazi lian Federa l Attorneys in 2004 as described further in Note 30 to the consolidated financial statem ents. 
Therefore, included in other non-cash items of€24.8 million in 2007 is approximately €16.0 mill ion (40 million 
Brazilian reals) of funds held in Brazil in escrow at December 31 , 2007, which was received by OTECH Brasil 
Ltda. on February 22, 2008 (after the close of 2007). 

EBlTDA and EBIT are considered alternative performance measures that are not defined measures under 
International Financial Reporting Standards ("[FRS") and may not take into account the recognition, 
measurement and presentation requirements associated with IFRS. We believe that BBlTDA and EBlT assist in 
explaini ng trends in our operating performance, provides useful information about our ability to incur and 
scrvice indebtedness and are commonly used measures of performance by securities ana lysts and investors in the 
gaming industry. EBITDA and EBIT should not be considered as alternatives to operating income as indicators 
of our performance or to cash flows as measures of our liquidity. As we define tbem, EBITDA and EBIT may 
not be comparable to other similarly titled measures used by other companies. 
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FOREIGN EXCHANGE RATE EXPOSURE Al''D HEDGING STRATEGY 

Foreign exchange loss, net is comprised of the following: 

Year ended 

(thousands of euros) 

Realized hedging premiums 
Realized foreign exchange bsses 

Subtotal rea lized losses 
Unrealized foreign exchange losses 

December 31 . 
2007 2006 

(69,690) 

(I,867) (33.26J) 
( 1,867) ( 102,951) 

(31,838) (1 7,662) 
(33,705) ~120,613) 

Chan&" 
€ 

69.690 
3 1,394 

10 1,084 
( 14,176) 
86,908 

% 

100.0 
94.4 
98.2 

(80.3) 
721 

When completing the financing of the acquisition ofGTECH, the Company built a natural hedge against the risk 
of devaluation of the US dollar against the euro by raising US dollar denominated debt (US$2.2 billion 
outstanding at December 31, 2007). Although the Company derives a significant portion of its service revenue 
from US dollar denominated contracts (which represents approximately 26% oftota! revenue), the Company is 
further protected against currency devaluation risk because GTECH operating costs are also primarily US dollar 
denominated. When combining the two, net cash flows are therefore not materially impacted by the fluctuation 
of the US dollar against the euro, taking into consideration the foreign exchange effect on interest expense and 
debt. 

Unrealized foreign exchange losses 
In anticipation of the Group's acquisition ofGTECH on August 29, 2006, Lottomatica issued £150 million of 
Capital Securities in May 2006. A portion of the proceeds from the Capital Securities were used to fund a 
US$762.3 million intragroup loan to GTECH on August 29, 2006. GTECH used these funds to purchase a 
portion of its own stock in connection with the acquisition. 

The intragroup loan was converted on July 13, 2007 from US dollars to euro and on September 7, 2007, 
management determined that the intragroup loan would be refinanced upOn maturity with a new intragroup loan 
or loans. Therefore, beginning on September 7, 2007, the intragroup loan fonns part of the net investment in 
GTECH and gains or losses on the retranslation of the intragroup loan are recorded to equity. 

Unrealized foreign exchange losses incurred during 2007 and 2006 are principally comprised of non-cash losses 
associated with the intragroup loan prior to September 7, 2007. From September 7, 2007 to December 31 , 2007, 
translation losses are recorded to equity and totaled €27.9 million, net of€16.2 million of tax benefits. 
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OTHER MA TIERS 

Acquisitioll of Finsoft Limited 
On July 2, 2007, we acquired Finsoft Limited ("Finsoft"), a provider of real-time transaction and information 
management systems for the commercial sports-betting market for a cash purchase price of £29.6 million (€43.9 
million at the July 2, 2007 transaction date). 1n addition, if certain performance targets are met, contingent 
consideration of lip 10 £11.5 million (€15.5 million at the December 31 , 2007 exchange rate) and £18.5 million 
(€24.9 million at the December 31, 2007 exchange rate) may be paid during 2008 and 2010, respectively. 
Approval of this transaction by OUf shareholders was not required. 

Sale of POLCARD S.A. 
POLCARD S.A. ("POLCARD") is the leading debit/credit card merchant transaction acquirer, bank-card issuer 
and A TM management company in Poland. At December 31, 2006, POLCARD's outstandi ng equity was 
owned 74.43% by GTECH, 25.24% by !nnova Capital Sp. Z 0.0. ("!nnova"), a Warsaw-based private equity 
investment advisor, and 0.33% by the Poli sh Bank Association. 

On August 1,2007, GTECH and lnnova sold their respective equity interests in POLeARD to First Data 
International for US$325 million (€237.8 million at the August 1,2007 exchange rate) on a debt-free, cash-free 
basis. No gain or loss was recorded on the sale of POL CARD as the carrying value of POL CARD's assets and 
liabilities were adjusted to fair value in connection with the acquisition of GTECH on August 29, 2006. 
POLCARD represented a substantial portion of the Company's Commercial Services business segment. 

Workforce Reduction 
As part of the continuous improvement process that encompasses all areas of the global business, GTECH took a 
series of actions in October 2007 to streamline internal processes. These measures resulted in a worldwide 
workforce reduction of approximately 125 employees with a cost in the fourth quarter of approximately € 1 3 
mill ion, which is expected to contribute to improving the Company's competitiveness in the evolving market 
environment. 
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COMPARISON OF 2007 WITH 2006 

Consolidated revenue for 2007 increased 77.0010 over 2006. Revenue from Italian operations and GTECH 
operations increased 26.5% and 190.3%, respectively. 

Italian Operations 
Revenue ITam Italian operations is comprised of the following: 

Year ended 
December 31, Chan~ 

(thousands of euros) 2007 2006 € % 

Lotto 398,122 411,263 (13,141) (3.2) 
Instant tickets 277,775 139,498 138,277 99. 1 
Pool games and betting 40,136 12,586 27,550 2 18.9 
Other 2,093 2,914 (82 1) (28.2) 

Lottery 718,126 566,261 151,865 26.8 

Commercial Services 74,908 74,879 29 
Gaming Solutions 28,607 8,487 20,120 237. 1 

Total revenue 821,641 649,627 172,014 26.5 

Lotto 
LoUo revenue declined 3.2% primarily due to a corresponding decline in Lotto wagers as detailed in the table 
below. The decline in wagers for late numbers was principally due to a record number of wagers in 2006 related 
to Cagliari 34. 

(millions of euros) 
Lotto wagers 
Core wagers 
Wagers for late numbers 
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Year ended 
December 31, Change 

2007 2006 Wagers 

5,234.9 5,415.8 (1 80.9) 
'142.4 1,172.0 ~229.6l 

6.177.3 6.587.8 (41O.5l 

% 

(3.3) 

~1 9.6l 
(6.2) 
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Instant tickets 
Throughout 2007, the strong performance in instant ticket sales continued. Instant ticket revenue increased 
99.1 % over 2006, primarily due to higher sales of Scratch and Win tickets as detailed in the table below. The 
€3.9 billion increase in instant ticket sales was driven principally by the introduction of the €l 0 lottery ticket 
which generated new sales of£1.3 billion during 2007. 

Scratch & \\lin tickets 
Total tickets sokl (in millions) 

Total sales On millions) 

Average price point 

Pool games and betting 

Year ended 
December 31. 

2007 2006 Change % Change 

2,300.5 1,631.0 669.5 41.0 

€ 7,818.6 €3,880.0 € 3,938.6 1OI.5 

€3.4 €2.4 € 1.0 42.9 

Pool games and betting revenue increased by 218.9% due to the commencement of fixed odds sports-betting 
operations on August 19,2007 which generated €32.5 million of revenue from € 126.2 million of wagers (1 1 % 
market share) as detailed in the table below. As of December 31, 2007, 1,084 fixed odds sports-betting point of 
sales locations were operational, out of the 1,145 contracts secured. We record revenue for fixed odds sports
betting equal to gross wagers net of prize payouts. 

(mj/lions of euros) 
Pool games and betting wagers 
Fixed odds sports betting wagers 
Sports JX>01 wagers 

Commercial Services 

Year ended 
December 3 1. 

2007 2006 

126.2 
194.5 
320.7 

206.9 
206.9 

Change 
Wagers 

126.2 
( 12.4) 
1I3.8 

% 

(6.0) 
55.0 

Revenue from Commercial Services was in line with last year despite the price compression resulting from the 
Bersani Decree that eliminated telecommunications fees charged to end users for traditional mobile top up 
services. 

Gaming Solutions 
Revenue from Gaming Solutions improved by 237.1 % over last year, driven primarily by the increased 
placement of amusement with prize machines (A WP machines), from approximately 10,000 installed at the end 
of December 2006 to approximately 32,000 installed at the end of December 2007. 
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GTECH Operations 
Consolidated revenue for the year ended December 31, 2007 and 2006 includes the following amounts for 
GTECH; 

Twelve tn:'II1ths ended December 31, 2 007 
Service Product Total 

(thousands of euros) Revenue Sales Revenue 

United States 436,008 6,376 442,384 
International 265,507 37,062 302,569 

Lottery 701,515 43,438 744,953 
Gaming Solutions 35,200 37,608 72,808 
Connnercial Service~ 21 ,989 21,9&9 

758,704 81,046 839,750 

Four rrooths ended December 31, 2006 
Service Product Total 

(thousands of euros) Revenue Sales Revenue 

United States 151,454 466 151,920 
International 94,294 9.612 103,906 

Lottery 245,748 10,078 255,826 
Gaming Solutions 10,131 10,1l54 20,785 
Corrunercial Services 12,642 12,642 

268,521 20,732 289,253 

Commercial Services in 2007 reflects only seven months of revenue from POLCARD, as POLCARD was sold 
on Augus\ I, 2007, as further described later in this st!clion. 
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CONSOLIDATED OPERATIONS 

Operating costs 

(thousands of euros) 

Raw materials, services and other costs 
PeI"SOlmei 

Depreciation, amortization and write-downs 
Capitalization of internal construction costs -

labor and overhead 
Total operating costs 

Percentage of total revenue 

Year ended 
December 3 J. Chal~ 

2007 2006 € % 

693,459 422341 27 1, 11 8 64.2 
369,295 194,902 174 3 93 89.5 
281,845 136,473 145,372 106.5 

(78,l3l) C:14.1 26) (44.005) ( 128.9) 
1,266,468 7 19.590 546,878 76.0 

76.2% 76.6% 

As already stated, twelve months ofGTECH operating costs are included in consolidated operating costs in 2007 
compared to four months in 2006. 

The €271. 1 million increase in Raw materials, services and other costs resulted from €228.1 million of costs 
incurred by GTECH along with €43.0 million of higher costs incurred by Lottomatica principally related to 
€26.2 million of variable costs associated with higher service revenue from Italian operations; €1O.8 million of 
concession fees related to the placement of22,OOO additional A WP machines during 2007; €4. 1 million of 
higher advertising and promotion costs; and trade accounts receivable write-downs, primarily in the Gaming 
Solutions segment. These higher costs were partially offset by € 12.3 million of lower telecommunications 
network costs. 

The €174A million increase in Personnel was principally due to €158.7 million of costs incurred by GTECH, 
along with €15.7 million of higher costs incurred by Lottomatica principally comprised of€8.2 million of higher 
share-based payment expense (including related taxes) and £1.5 million of costs related to higher service 
revenue from Italian operations. 

The €145.4 million increase in Depreciation, amortization and write-downs was principally due to costs incurred 
by GTECH, including €85.2 million of depreciation and amortization expense resulting from the purchase 
accounting related to the acquisition ofGTECH. 

The €44.0 million increase in Capitalization of internal construction costs - labor and overhead (relating to the 
capitalization of GTECH labor and overhead costs during the construction phase of lottery system 
implementations) were principally comprised of spending on new lottery systems and the expansion of ex isting 
lottery systems in Virginia, New York, United Kingdom, Missouri and California, along with the placement of 
additional video lottery terminals in Rhode Island and other participation markets. 
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Interest income 
Year ended 

December 31 , Change 
(thousands of euros) 2007 2006 € % 

Interest income 12,913 30,310 (17,397) (57.4) 

Interest income decreased by €1 7.4 million primarily due to higher interest earned by Lottomatica during 2006 
on the temporary investment of proceeds from capital that was raised in 2006 in connection with the GTECH 
acquisition. 

Other income 

Year ended 
December 31. C hange 

(thous ands of euros) 2007 2006 € % 

Other income 18,705 4,399 14,306 325.2 

Other income increased by €14.3 million primarily due to approximately € 16.2 million (40 million Brazilian 
reals) offunds held in Brazil in escrow at December 31, 2007 (approx imately €153 million plus interest of 
approximately €0.9 million at currency-exchange rates in effect as of December 3 t , 2007), which was received 
by GTECH Brasil Ltda. on February 22, 2008 (after the close of 2007). 

Foreign exchange loss, net 
Year ended 

December 31. C hange 
(thousands of euros) 2007 2006 € lVi, 

Realized hedging premituns (69,690) 69,690 100.0 
Realized foreign exchange losses (1,867) (33.261) 3 1,394 94.4 

Subtotal realized losses (1 ,867) (1 02,95 1) 101 ,084 98.2 
Unrealized fore ign exchange losses (31.838) (17,662) ( 14, 17§l (80.3) 

P3,705l 1120,613) 86,908 72. 1 

Realized hedging premiums 
Prior to the acquisition ofGTECH on August 29, 2006, we entered into foreign exchange contracts to mitigate 
our exposure to foreign exchange rates resulting from our corrunitment to acquire GTECH for US$35 per share. 
The euro equivalent of these foreign exchange contracts was approximately €2.1 billion. During 2006, we 
incurred €69.7 million in premiums to the various financial institutions that were counterparties to the foreign 
exchange contracts. 
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Realized foreign exchange losses 
Realized foreign exchange losses incurred during 2006 include approximately € 16.6 million related to cash 
losses on €2.1 bi llion of foreign exchange contracts and the balance of approximately € 16.7 million related 
principally to foreign exchange losses on €849 million of cash balances that we converted to US dollars prior to 
the acquisition ofGTECH on August 29, 2006. 

Unrealized foreign exchange losses 
In anticipation of the Group's acquisition of GTECH on August 29, 2006, Lottomatica issued £150 million of 
Capital Securities in May 2006. A portion of the proceeds from the Capital Securities were used to fund a 
USS762.3 million intragroup loan to GTECH on August 29, 2006. GTECH used these funds to purchase a 
portion of its own stock in connection with the acquisition. 

On July 13,2007, the intragroup loan was converted from US dollars to euro and on September 7,2007, 
management determined that the intragroup loan would be refinanced upon maturity with a new intragroup loan 
or loans. Therefore, beginning on September 7, 2007, the intragroup loan forms part of the net investment in 
GTECH and gains or losses on the retranslation of the intragroup loan arc recorded to equity. 

Unrealized foreign exchange losses incurred during 2007 and 2006 arc principally comprised of non-cash losses 
associated with the intragroup loan prior to September 7, 2007. From September 7, 2007 to December 31, 2007, 
translation losses are recorded to equity and totaled £27.9 million, net of €16.2 million of tax benefits. 

Interest expense 
Year cnded 

December 31. Chan~ 

(thousands of euros) 2007 2006 € % 

Senior Credit Facility (104,295) (35,842) (68,453) ( 191.0) 
Capital Securities (64,530) (40,421) (24,109) (59.6) 
4.8% Bonds ( 17,81 1) (17,812) I 
Other (7,180) (3,521) P,659) (103.9) 

~ 193,8 1 !?l ~97.5~ ~96.220) ~98.~ 

Interest expense increased €96.2 million primarily due to interest expense incurred on the Senior Credit Facility 
which was outstanding for all of 2007 but only four months during 2006 and interest expense incurred on the 
Capital Securities which was outstanding for all 01'2007 but only seven and one-half months during 2006 . 

Weighted Average Diluted Shares 
Weighted average diluted shares during 2007 increased by 26.0 million shares to 15 1.1 mi llion shares. The 
increase was attributable 10 the issuance of 57.4 milliun shares in conneclion with the June 2006 Rights 
Offering, which were outstanding for all of 2007 but only outstanding for approximately six months in 2006. 

It.come Taxes 
The Company's effective income tax rate during 2007 was 46.1 % compared to 97.6% during 2006. The 2006 
rate was negatively impacted by non-deductible acquisition expenses (primarily for Halian local tax in Italy) , 
non-deductible compensation accruals and excess foreign tax credits. 
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LIQUIDITY, CAPITAL RESOURCES AND Fl'IANCIAL POSITION 

The Company' s objective is to maintain a balance between continuity of funding and flexibility through the use 
of cash generated by operating activities, bank overdrafts and bank loans. We believe our ability to generate 
excess cash from operations to reinvest in our business is one of our fundamental financial strengths and 
combined with our committed borrowing capacity, we expect to meet our financial obligations and operating 
needs in the foreseeable future . We expect to use cash generated primarily from operating activities lo meet 
contractual obligations and to pay dividends. OUf growth is expected to be financed through a combination of 
cash generated from operating activities, existing sources of committed liquidity, access to capital markets, and 
other sources of capital. Our corporate debt ratings ofBaa3 from Moody's and BBB- from Standard and Poor's 
contribute to our ability to access capital markets at attractive prices. 

Summary Caslt Flow Stalemelll 

(thousands of ellros) 

N e t cas h flows from operating activities 

Purchases of systems, equipment and other assets related to contracts 
P urchases of intangible assets 
Acqtffiition of Finsoft, net of cash acquired 
Net cash proceeds from the sale of POLCARD 
Acquisition of GrECH, net of cash acquired 

Realized foreign exchange losses related to acquisition of GrECH 
Other investing activities, net 
Nc t cas h flo ,"'S us ed in investing activities 

Interest paid 
D ividends paid 
Principal payru:nts on long-term debt 
Debt issuance costs 
Stock issuance costs 
P roceeds from exercise of stock options 
Proceeds from shares issued to employees at a discount 
P roceeds from issuance of capital securities 
Proceeds from issuance of long-term debt 
P roceeds from issuance of stock 
O ther financing activities 
Ne t cash flows from (used in) financing activities 

Net cash flow 
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For the year ended 
December 31. 

2007 2006 

503,759 

(178,332) 
(60,377) 
(45,090) 
166,727 

(12,591) 
( 129,663) 

(180,188) 
(11 9,695) 

(40,924) 

3,892 
15,30 1 

( 10,689) 
(332,303) 

41 ,793 

208,291 

(87,507) 
(7,251) 

(3,262,63 I) 
( 102,951) 

42,789 
(3,4 17,551 ) 

(61,334) 
( 119,416) 
(437,094) 

(42,717) 
(28,569) 
49,759 
19,685 

750,000 
1,769,168 
1,459,977 

5,697 
3,365,156 

155,896 
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Analysis of Cash Flows 
During 2007, we generated €503.8 million of net cash flows from operating activities. Net cash flows used in 
investing activities were € 129.7 million. principally associated with capital additions of€ 178.3 million for 
systems, equipment and other assets (principally related to spending in Rhode Island, Virginia, New York, 
United Kingdom, Missouri and California); the payment or€55.1 million for 1,145 sports betting rights, 500 
horse racing betting rights, and a sports betting internet license; and €45.1 million for the acquisition of Finsoft. 
These uses of cash were partially offset by €166.7 million of net cash proceeds from the sale of POL CARD. Net 
cash flows used in financing activities of€332.3 mi llion were principally comprised of interest paid on the 
Capital Securities and Senior Credit Facility, principal paid on the Senior Credit Facility in December 2007 and 
dividends paid to shareholders in May 2007. At December 31, 2007, we had €434.1 million of cash and cash 
equivalents on hand. 

OUf business is capital-intensive. We expect our principal sources of liquidity to be existing cash balances , 
along with cash we generate from operations and borrowings under our Senior Credit Fac ility. The Senior 
Credit Facility provides for an unsecured revolving facility ofUS$250 million and a Guarantee Facility of 
US$250 million and matures in August 20 12. At December 31, 2007, there were no borrowings under the 
revolving facility and there was €S.7 million (USS12.S million) of letters of credit issued and outstanding under 
the Guarantee Facility. The Senior Credit Facility has covenants and restrictions including, among other things, 
requirements relating to the maintenance of certain financial ratios, limitations on capital expenditures and 
acquisitions and limitati ons on dividends. None of these covenants are expected to impact the Company' s 
liquidity or capital resources. At December 31, 2007, we were in compliance with all applicable covenants. 

We currently expect that our excess cash flow from operations, existing cash, available borrowings under our 
Senior Credit Facility and access to additional SOurces of capital will be sufficient, for the foreseeable future, to 
fund our anticipated working capital and ordinary capital expenditure needs, to service our debt obligation s 
(including substantial principal payments due in 200S), to fund anticipated internal growth, to fund all or a 
portion of the cash needed for potential acquisitions and to pay dividends. We may a lso seek alternative sources 
of financing to fund future potential acquisitions and other growth opportunities. 
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Summary COllsolidated Balance Sheet 

(thousands of euros) 

Systems, equipll1ent and other assets related 
to contracts. net 

G::xxlwill 
Intangtble assets, net 
Other non-<::urrent assets 

Total non-current assets 

Trade and other receivables 
Cash and cash equivalents 
Other current assets 
Assets held for sale 

Total assets 

Equity 

Long-tenn debt, less current portkm 

Deferred income taxes 
Other non-current liabilities 
Total non-current liabilities 

ACCOlll1tS payable 
Current portion of long-tenn debt 
Other ClllTent liabilities 
Liabilities associated with assets hekl for sale 

Total equity and liabilities 

GRUPPO~~--

L(})TJUWl.TKA 
giXh/ e serViZ/ 

2007 Annual Report 

December 31 , Change 

2007 2006 € % 

740,260 845,890 (105,630) (12.5) 
2,793,186 2,972,496 (179,310) (6.0) 

740,613 856,764 (116,151) (13.6) 
268,861 310,716 (41 ,855) ( 13.5) 

4,542,920 4 .. 9&'5,866 (442,946) (8.9) 

695,222 588,162 107,060 \8.2 
434,065 396,617 37,448 9.4 
178,489 142,959 35,530 24.9 

329,348 (329,348) (100.0) 

5,850,696 6,442,952 (592,256) (9.2) 

1,733,191 1,873,616 (140,425) (7.5) 

2,143,722 2,741,585 (597,863) (21.8) 

452,735 547,435 (94,700) (17.3) 
126,591 122,769 3,822 3.1 

2,723,048 3,411,789 (688,741) (20.2) 

602,556 623,312 (20,756) (3.3) 
487,384 82,310 405,074 492.1 
304,517 326,222 (21 ,705) (6.7) 

125,703 (125,703) (100.0) 

5,850,6% 6.442;952 ~592,256) ~9.2) 

The €1 05.6 million decrease in systems, equipment and other assets related to contracts, net was principally due 
to depreciation and write·downs of€203.6 million and €67.7 million of foreign currency translation, partially 
offset by capital additions of€177.3 million. 

The €179.3 million decrease in goodwill was principally due (u €246.9 million of foreign currency translation, 
partially offset by €47.0 million related to the acquisition of Finsoft. 

The €J16.2 million decrease in intangible assets, net was principally due to €8 t.7 million of foreign currency 
translation along with €68.S million of amortization and write·downs, partially offset by £27.8 million of 
intangible assets principally associated with the Finsoft acquisition. 
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The €107.1 million increase in trade and other receivables was principally due to Italian operations because of 
growth in the business, particularly in Scratch and Win as already mentioned. More specifically, trade 
receivables in the Italian Lottery segment increased approximately €66.5 million primarily due to higher sales of 
Scratch and Win tickets during 2007 and trade receivables in the Italian Gaming Solutions segment increased 
approximately €44.0 million primarily due to the placement 0[22,000 additional AWP machines during 2007. 

The €329.3 million decrease in assets held for sale and €125.7 million decrease in liabilities associated with 
assets held for sale resulted from the sale of POL CARD to First Data International for US$325 million (€237.8 
million) on August 1,2007. 

The €140A million decrease in equity was primarily due to €152.4 million of foreign currency translation losses 
(including €27.9 million of unrealized foreign exchange losses incurred on the inte.rgroup loan with GTECH), 
along with the payment of € 119.7 million of dividends in May 2007, partially offset by net income of € I 06.0 
million. The foreign currency translation losses principally relate to the strengthening of the euro against the US 
dollar (the US dollar to euro exchange rate was 1.3 17 at December 31, 2006 compared to 1.4721 at December 
31,2007). 

The €597.9 million decrease in long-term debt, less current portion resulted from the reclassification of€360 
million principal amount of 4.80010 bonds due in December 2008 to current portion of long-term debt, along with 
€179.2 million of foreign currency translation and the December 2007 principal payment of US$60 million 
(€40.& million) on US dollar denominated borrowings under our Senior Credit Facility (US$2.2 billion of loans 
outstanding at December 31, 2007). 

The €94.7 million decrease in deferred income taxes was principally due to the sale of POL CARD to First Data 
International on August 1,2007, along with the amortization of acquired intangible assets. 

The €405. 1 million increase in current portion of long-term debt was principally due to the reclassification of 
€360 million of 4.80% bonds from long-term debt as described above, along with the June and December 200& 
scheduled principal payments totaling US$ 120 million (€&1.5 million) on our Senior Credit Facility. Current 
portion oflong-tenn debt at December 2006 included only one principal payment (US$60 million) which was 
due and paid in December 2007. 
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Consolidated Net Financial Position 
The Company's consolidated net financial position at December 31, 2007 improved approximately €25S.0 
million from its net financial position at December 31,2006, principally due to higher cash balances, principal 
paid on the Senior Credit Facility in December 2007, and to the strengthening of the curo against the US dollar, 
as detailed below. 

December 31. 
(thousands of euro.<;) 2007 2006 Change 

Cash on hand 181 384 (203) 
Cash at bank 433,884 396,233 37,651 

Cash and cash equivalents 434,065 396,617 37,448 

Current fInancial receivables 19,611 3,371 16,240 

Current portion of long-tenn debt 487,384 82,310 405,074 
Short-teon borrowings 7,610 14,908 (7,298) 
Other 4,544 2,883 1,661 

Current fmancial debt 499,538 100,101 399,437 

Net current financial debt (cash) 45,862 (299,887) 345,749 

Senior Credit Facility 1,403,920 1,656,264 (252,344) 
Capital Securities 727,869 725,214 2,655 
4.8% Bonds 358,973 (358,973) 

Other 51,555 43,617 7,938 
Non ClUTent fmancial debt 2,183,344 2,784,068 (600,724) 

Net fmancial position 2,229,206 2,484,181 (254,975) 

Dividends 
In May 2007 and April 2006, the Company paid dividends of€1 19.7 million (€O.79 per share) and €119.4 
million (€1.30 per share) to its shareholders for calendar 2006 and 2005 results, respectively_ 
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The reconciliation of Lottomatica S.p.A. stand alone results with the results of the consolidated Company is as 
follows: 

Attributable to eguity hoklers 

Lottomatica All other Minority 

(thousands of euros) S·EA subsidiaries interests Consolidated 

Total equity at January 1,2007 1,891,193 (35,064) 17,487 1,873,616 
Fair value of interest rate swaps (9,199) (9,1 99) 
A.roortization of unrecognized gain on 
interest rate swap (570) (570) 
Unrecognized net gain on derivative 
instnunents 262 262 
Foreign currency translation (152,380) (152,380) 
Net income 69,002 5,047 31,915 105,964 
Dividend distrIbution (EO.79 per share) (119,695) (119,695) 
Share-based pay:n-ent 21346 2 1,34<5 
Shares issued to employees at a discO\ll1t 
in connection with the acquisition of 
GrECH 15,301 15,301 
Shares issued uJX>I1 exercise of stock 
options 3,892 3,892 
Other movements in equity (I,O~ (4,260) (5,346) 
Balance at December 31, 2007 1,880,469 ( 192,420) 45,142 1,733,191 
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Part 2. Significant Developments of 2007 

Since the stan offisca12007, GTECH received a number of contract awards and extensions from lottery 
authorities. 

Contract Developments 

Facilities Management 

In March 2007, GTECH entered into a three-year contract extension under which it will provide online 
and instant ticket lottery goods and services to the New York lottery authority through February 2010. 
GTECH currently provides, and expects to provide to the New York lottery authority under the contract 
extension, equipment and a variely of services, including central system operations, system and tenninal 
maintenance, field services, hotline management, and marketing support. 

In March 2007, GTECH was chosen to provide the Missouri lotte£)' authority with 550 Instant Ticket 
Vending Machines ("ITVMs") and related machine and maintenance services. The 24-bin Expandable 
Dispensing System-Quad™ (EDS-Q) ITVMs to be supplied under this agreement will replace machines 
presently in the field. 

In April 2007, GTECH entered into a contract with the Missouri lottery authority to provide equipment 
and services for a new Internet Protocol wireless communications network. Award of this contract 
fo llowed a competitive procurement. Under this agreement, which has a term of five years and provides 
for three one-year extension options exercisable by the Missouri lottery authority, GTECH will install and 
maintain a VSAT wireless communications system providing data connection between the Missouri 
lottery authority's host computer and the approximately 3,000 lottery retailers throughout the state of 
Missouri. 

In May 2007, GTECH entered into a new ten-year contract to provide an online system, tennina ls, a 
wireless Internet-Protocol communications network, and ongoing services for the Kansas lottery 
authority. The award ofthis contract followed a competitive procurement. 

In September 2007, Camelot Group pic ("Came/or) signed an agreement with the United Kingdom 's 
National Lottery Commission for the next license to operate the U.K. National Lottery. The new lO-year 
license, which was awarded to Camelot following a competitive procurement, is expected to commence 
on February 1,2009. GTECI-l is a major lottery technology and services supplier to Camelot, and will 
provide a wide array of the latest lottery tech nology, interactive systems and products to Camelot over the 
term of the new license. Prior to the start of the new license, GTECH will also convert the National 
Lottery's current online gaming and instant-ticket systems to GTECH's Enterprise Series platform. In 
addition, GTECH will upgrade Camelot's existing interactive system to GTECH's Enterprise Series 
Interactive, so as to pennit the provision of a wider array of game offerings to players via channels such 
as the Internet, mobile and Internet-Protocol television. As part of this transaction, GTECI-l has licensed 
its Enterprise Series Multimedia technology, thereby enabling Camelot to manage a network of 
approximately 27,500 media screens able to display various promotional and informational content. 
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In October 2007, GTECH entered into a contract with the Oregon State Lottery to provide and implement 
a new online and instant-ticket lottery system, tenninals and ongoing services. This contract, which was 
awarded following a competitive procurement, has a tenn of seven years. 

In October 2007, the llIinois lottery authority exercised its option to extend its online contract with 
GTECH through October 16, 2008. 

In April 2007, following a competitive procurement, GTECH was chosen to negotiate a contract to 
provide up to 3,050 ITVMs to the Massachusetts lottery authority over a three-year period commencing in 
July 2007. 

In May 2007, OTEeR entered into a contract with Svenska Spel, the Swedish lottery authority, to provide 
a new server-based gaming system, up to 2,650 interactive video tenninals and game content. Award of 
this new comract followed a competitive procurement. The new system will be designed to give Svenska 
Spel the flexibi lity of offering traditional game configurations as well as server-based gaming allowing 
Svenska Spel to download new games Lo interactive video terminals from a central server. The new 
system will also provide other enhanced functionalities. Under the terms of this five-year contract, Spiclo 
Manufacturing ULC ("Spielo"), GTECH1s video lottery subsidiary, will develop and deliver a central 
system and terminals, and provide ongoing support and game development services to Svenska Spel. 

In June 2007, following a competiti ve procurement, GTECH was selected to negotiate a contract to 
provide 600 terminals to the Llterie Nationa le of Belgium, a state-owned company that administers and 
operates national lottery games in Belgium. 

In June 2007, GTECH also announced that it had been selected to negotiate a contract with the Rhode 
Island lottery authority to provide instant ticket printing services. The award of this contract, which has a 
term of three-years and three one-year extension options, followed a competitive procurement. Under its 
terms, GrECH will receive twenty-percent (200/0) orthe Rhode Island lottery authority'S total instant
ticket orders. GTECH and the Rhode Island lottery authority entered in a contract reflecting this award in 
July 2007. 

In June 2007, GTECH entered into an agreement to provide new Altura® lottery terminals to the Western 
Canada Lottery Corporation. Under the terms of this product sale agreement, GTECH will furnish the 
Western Canada Lottery Corporation with approximately 4,750 Altura terminals, replacing existing 
terminals already in the field. 

In July 2007, GTECH entered into an agreement to provide a new online lottery central system and other 
related services to S3chsisehe LOTTO - GmbH, the operator of lottery games in the German state of 
Saxony. Under the tenns of this product sale agreement, GTECH will upgrade the Saxony lonery 
authority'S central system to GTECH's Enterprise Series solution. GTECH's Enterprise Series central 
system features an Internet Protocol and standards-based open architecture that enables third-party 
product development and integration. 
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In August 2007, GTECH Printing Corporation entered into a contract with the Connecticut lottery 
authority to provide instant-ticket printing services. The award of this contract, which has a three-year 
term and provides the Connecticut lottery authority with two onc-year extension options, followed a 
competitive procurement. 

In August 2007, GTECH entered into a product sale agreement to provide 3,900 Altura terminals to 
Danske Spil, the operator of the National Lottery in Denmark, following a competitive procurement. As 
part of this transaction, Danske Spi l also extended GTECH's software license and technical services 
agreement for an additional three year period ending on August 31,2010. 

In October 2007, the Lotteries Commission of Western Australia extended its onl ine contract with 
GTECH for an additional one-year period expiring in March 2009. 

In October 2007, the Manitoba Lotteries Corporation selected GTECH to provide 650 new combination 
videoslotlelectronic bingo gaming terminals for installation at the Manitoba Lotteries Corporation's two 
casinos. This award, which followed a c.ompetitive procurement, provides for GTECH' s SpieJo 
subsidiary to design and deliver the terminals and associated bingo systems and to provide the Manitoba 
Lotteries Corporation with refreshment of games over a five-year period commencing in 2009. 

In December 2007, GTECH's wholly-owned subsidiary, GTECH Global Services Corporation Ltd., 
acquired for US 520 million 50% of Tabcorp International Hong Kong Limited (which was renamed CLS 
- GTECH Company Limitcd) ("TIHK"), as a vehicle to provide KENO systems to welfare lotteries 
throughout China. China LotSynergy Limited, a premier lottery technology service provider in China, 
owns the remaining 50% of TlHK. 

In December 2007, Taiwan Sports Lottery Company, a joint venture in which GTECH will become a 24.5 
percent equity member, entered into a contract with Taipei Fubon Bank to be the sports betting solutions 
and services provider for the first legalized sports lottery in Taiwan. Following a competitive 
procurement, Taipei Fubon Bank was earlier awarded a license to operate a sports lottery in Taiwan 
commencing in April 2008 through December 2013. GTECH, as the system integrator and transaction 
engine vendor to the Taiwan Sports Lottery Company, will provide its Enterprise Series central system 
hardware and software and 1500 Altura retailer terminals, as well as network design, marketing and other 
services. 

During 2007, GTECH received notice that the New Mexico lottery authority had selected another vendor 
to provide equipment and services for a new online lottery system, terminals, and IP-communications 
network upon the expiration of GTECH's current contract with the New Mexico lottery authority in 
November 2008. 
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Events After the End of 2007 

GrECH reported several important contract developments after the close of 2007. 

In January 2008. GTECH entered into a four-year extension of its contract with Veikkaus Oy, the 
operator of the Finnish National Lottery, under which GTECH will continue to provide software licensing 
and additional software products and services. 

In January 2008, GTECH also entered into a fi ve-year integrated services contract with the West Virginia 
lottery authority. Under this contract, the award of which followed a competitive procurement, GTECH 
has agreed to provide to the West Virginia lottery authority a new online and instant ticket gaming 
system, terminals, telecommunications network, self-service lottery products and related ongoing 
servic.es. The West Virginia Department of Administration has advised GTECH to cease any further 
action or work under the contract pending a protest by another bidder. 

In January 2008, GTECH received notification that the Pennsylvania loltery authority intends to award 
GTECH a five-year integrated services contract to provide complete online and instant ticket systems, a 
minimum of 10,000 lottery terminals, a new telecommunications netv.'ork and related services. In March 
2008, the Pennsylvania lottery authority announced that it is seeking best and final offers after GTECH 
proposed its Altura terminal as an alternative to the Imagine terminal that was included in the original 
proposal. The formal market launch of the Imagine terminal has been delayed and wi ll now enter into 
production in late 2008 which would not meet the implementation schedule of the Lottery. 

Other Business Developments 

Boss Media 

On February 1,2008, GTECH and Medstroms AB announced a public cash offer to the shareholders of Boss 
Media AB to acquire all outstanding shares of Boss Media, a leading developer of innovative software and 
systems for digitally-distributed gaming entertainment. Medstroms AB is the largest shareholder of Boss Media 
with a 12.5% stake. Under the terms of the offer, GTECH and Medstroms AB, through ajointly-owned bid 
vehicle, will offer SEK 25.00 (€2.66) in cash per outstanding share. As of March 5, 2008, GTECH has acquired 
46.3 million shares of Boss Media for SEK 1.2 billion (€124.0 million), representing an approximately 800/0 
ownership in Boss Media. 

Manager ial Developments 

In May 2007. Jaymin 8. Patel, fonnerly the Senior Vice President and Chief Financial Officer of 
GTECH, was promoted to the newly-created position of President and Chief Operating Officer of 
GTEen. Lottomatica also named Stefano Bortoli, formerly Chief Financial Officer ofLottomatica's 
Italian operations, as Senior Vice President and Chief Financial Officer ofLottomatica. 

In November 2007, W. Bruce Turner, formerly the Chief Executive Officer of Lottomatiea and GTECH, 
tendered his resignation effective December 31 , 2007. Effective upon Mr. Turner's departure, Lorenzo 
Pellicioli, Chairman of Lottomatica S.p.A., took on the additional duties of Chief Executive Officer of the 
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Lottomatica Group and Jaymin B. Patel, having been promoted in May 2007 to the office of President and 
Chief Operating Officer ofGTECH as noted above, became Chief Executive Officer ofGTECH. 
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PREDICTABLE DEVELOPMENTS 

The overall economic scenario has been changing rapidly and significantly since Augusl 2007. While 
financial markets have been volatile and subprime mortgage developments have affected global 
behaviors and expectations, Lottomatica' s business is generally not affected by macro-economic trends 
and therefore the Company believes that its revenues, margins and cash flow generation will grow 
steadily as planned. In these challenging market conditions, the Company's strategic goal is to 
maintain its global leadership position in the public gaming markets and to pursue international and 
domestic value-accretive opportunities, while meeting deleverage commitments and maintaining its 
investment grade credit rating. 

The Company's Lottery strategy is summarized as follows: 

• continue to accelerate same-store sales growth; 
• win new jurisdictions and bid for operator opportunities; 
• develop/acquire new content; 
• roll-out new distribution platfonns focusing particularly on interactive channels; and 
• expand presence across the instant tickets value chain. 

The Company will continue to defend the Lotto business, and drive further growth in the instant tickets 
segment with portfolio expansion and entry into the interactive channel. In addition, the Company wi ll 
continue to develop the Italian sports betting/interactive market. The Company will also leverage 
GTECH's experience developing solutions in sports related wagering for lotteries in over 15 
jurisdictions. 

In the Gaming Solutions segment of the business, Lottomatica will leverage its core lottery and gaming 
solutions competencies to drive its video lottery business, and will expand its entry into the commercial 
gaming market through the acquisition of Atronic, a leading global provider of casino gaming 
equipment and services, producing entertaining games and products, including dynamic casino 
management and linked gaming solutions which are being operated in 91 countries worldwide. Atronic 
is a market leader in Europe, Russia, and Latin America with a solid presence in the United States, and 
growing foot-prints in Africa and Asia. Its headquarters are located in Luebbecke, Gennany with other 
offices in Europe, Russia, the United States, Latin America. South Africa and Australia. Atronic 
employs approximately 784 people and holds approx imately 225 worldwide gaming licenses including 
in the United States, where it is licensed to sell machines in 26 states (including Nevada and New 
Jersey) and to 163 Native American tribes. 

Based upon the Company's existing lottery contract portfolio having an average term of approximately 
7-10 years, the Company can look to the future with a relatively high degree of certainty. The 
Company is committed to deliver economic and financial performance, in line with previously 
disclosed guidance, increasing EB1TDA and cash flow generation. This will allow the Company to 
maintain its competitive dividend distributions. 
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LOTTOMATICA STOCK INFORMATION 

LOTfOMATICA S.P.A. SHAREHOLDING STRUCTURE 

27. 

5 7 .7% 

- De Agostini S.p.A. 
- Named Institutional Investors 
- Free Float 

Shareholders as ofFebntary 21,2008 (based on information furnished by CONSOB and internally updated) 

Named Institutional Investors include Assicurazioni Generali 3.3%, Mediobanca s.p.A. 6.9%, UBI Pramerica 
l.O%, and Deutsche Bank 2.1 % 

Updated Share Capital as of February 21, 2008: 151,919,296 Euro (composed of 151,919,296 ordinary shares 
with a par value of 1 euro) 

LOTfOMATICA STOCK FOR THE PERIOD EI'I'DED DECEMBER 31, 2007 

The average price of the stock for the year ended December 31,2007 was € 28.35. Over 270 million shares were 
traded in the year of2007, with a daily exchange of approximately 1,074,000 shares. 

Lottomatica' s capitalization was € 3.8 billion on December 31,2007. 

An ADR program was established following a resolution of the Board of Directors of September 13, 2007. It is 
a level I sponsored program. ADRs outstanding at the end of December 31, 2007 were more than 620,000, 
which represented 0.4% ofLottomatica share capital as of December 3 1, 2007. 
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The table below sets forth the Company's Italian Concessions as of December 31 , 2007. 

Date of 
Commencement Date of 
of Current Expiration of 

Holder Purpose Contract Current Contract Current Extension Ootions· 

£oltomaljea Activation and March 1993 June 2016 Not renewable 
operation of the 
network for the 
LoUD Game 

Consorzio Operation ofthe October 2003 March 14,2010 Renewable 
Lotterie National Lotteries for lotteries with 
Nazionali for instant and periodic 

periodic drawings drawings - May 
30, 2010 for 
lotteries with 
instant drawings 

Consorzio Games of chance June 2003 December 2007 Renewable (1) 
Lottomatica and sports gaming, 
Gioe'" Sporlivi and toto betting 

Loltomatica Activation and July 2004 October 20 lO Not renewable 
Vide%t Rete operation of the 
S.p.A. network for the 

telematic operation 
of legalized 
amusement with 
price machine 
(Video Lotteries) 

Lollomatica March 2007 June 2016 Not renewable 
Scommesse s.r.!. Activation and 

operation of the 
network for sports 
gaming, toto betting 
and sports betting, 
operated through 
interactive channels. 
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Activation and March 2007 June 2016 Not renewable 
operation of the new 
horse gaming, toto 
betting and horse 
betting. 

* Reflects extensions available to the governmental authority under the same terms as the current contract 

(I) The concession is renewable but with new concessions for horse racing and sports betting released at 
the end of 2006, the operation of Totacalcio will be substituted by these new concessions. 
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Table 2 Facilities Management Contracts 

Unless otherwise indicated, the table below sets forth the lottery authorities with which GTECH had 
Facilities Management Contracts and fully installed, operational lottery systems as of December 31, 2007, 
and as to which GTECH is the sole supplier of central computers and terminals and material services. 
The table also sets forth information regarding the term of each contract and, as of December 31,2007. 
the approximate number of terminals installed in each jurisdiction. 

Approximate Date of Date of Current 
Number of Lottery Commencement of Expiration of Current Extension 

Jurisdiction Terminals Installed (I) Current Contract Contract Term Options· 

United States: 

Arizona 2,600 November 2005 August 2011 50ne·year 
California 21,400 October 2003 October 2009 4 one-year 
D.C. (2) 600 June 1999 November 2009 
Florida 13,200 January 2005 March 2011 2 two-year 
Georgia 8,500 September 2003 September 20 I 0 
Illinois 8,300 April 2000 October 2008 
Kansas (3) 1,900 July 2002 June 2008 
Kentucky 3,100 April 1997 June 201 1 
Louisiana 2,6(X) June 1997 June 2010 
Michigan 11 ,300 January 1998 January 2009 
Minnesota 3,200 June 2002 February 2013 
Missouri 4,400 December 2004 June 2012 3 one-year and 

additional 5 yea rs 
New Jersey 6,200 June 1996 August 2009 
New Mexico 1,100 June 1996 November 2008 
New York 16,700 November 2000 February 2010 
North Carolina 5,800 January 2006 March 20 13 
Ohio 8,300 August 2000 June 2009 
Oregon (4) 3,400 December 1996 June 2008 
Rhode Island 1,200 January 1997 June 2023 
Tennessee 4,700 January 2004 April2011 
Texas 17,300 October 2001 August 2011 
Virginia 4,800 October 2007 October 2014 3 one-year or 1 

three-year 
Washington 4,600 July 2006 July 2012 4 years 
Wisconsin 3,800 November 2003 June 2011 2 one-year 

International: 
Anguilla 10 October 2007 October 2017 
-LILHCo 
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Approximate Date of Date of Current 
Number of Lottery Commencement of Expiration of Current Extension 

Jurisdiction Terminals Installed (1) Current Contract Contract Term Options· 

Antigua! 40 
Barbuda 
-LILHCo January 2000 September 2010 I ten·year (5) 

Argentina 850 
-Loteria National November 1993 January 2009 
Sociedad del 
Estado (6) 4 ,300 
-Boldt ll'LC (6) November 1999 November 2009 

Barbados 210 
-ULHCo June 2005 June 2023 

Bennuda Automatic 
-LILHCo annual renewal 

China 
-Beij ing Welfare 2,300 April 2004 December 2015 Automatic 3 one-
Lottery year 
-Shenzhen 100 July 2005 July 2013 
Welfare Lottery 

Colombia 5,500 
-ETESA (7) December 1999 January 2011 1 five-year 

C7..ech Republic 7,000 
-SAZKA October 1992 December 2017 

Ireland 
-An Post Nat'l 3,600 June 2002 December 200R (8) 
Lottery Company 

Jamaica 
-Supreme 900 November 2000 January 20 16 1 ten .year 
Ventures Limited 

Luxembourg (9) 
-Loterie 600 June 2001 October 2012 
Nationale 
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Approximate Date of Date of Current 
Number of Lottery Commencement of Expiration of Current Extension 

Jurisdiction Terminals Insta!led (1) Current Contract Contract Term Options· 

Mexico 
~Pronosticos Para 8,800 September 2005 September 2012 2 one-year 
La Assistencia 
Publica 

Morocco 
-La Societe de 1,300 August 1999 Apri12oo9 Successive two 
Gestion de la year extension 
Loterie Nationale options 
and La Marocaine 
des Jeux et Les 
Sports 

Poland 
-Totalizator 10,700 May 2001 May 2011 I six-month 
Sportowy 

Slovak Republic 2,100 
-TIPOS a.s. March 1996 December 20 11 

St. KittsINevis 40 
-LILHCo April 1996 Apri12016 

81. MaarteniSabaJ 40 
St. Eustatius 
-LILHCo January 1997 September 201 7 

Thailand 0 August 2005 (10) 
-Government 
Lottery Office 
(10) 

Trinidad & 
Tobago 600 December 1993 September 2011 
-National 
Lotteries Control 
Board 

Turkey 
-Turkish 4,000 February 1996 (II) (11) 
National Lottery 
( I I) 
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Approximate Date of Date of Current 

Jurisdiction 
Number of Lottery 
Terminals Installed (Il 

Commencement of Expimtion of Current Extension 
Current Contract Contract Tenn Options· 

United Kingdom 
-The National 
Lottery ( 12) 

U.S. Virgin 
Islands 
-LlLHCo 

27,300 

70 

January 2002 January 2009 

January 2002 January 2012 2 five-year 

*Reflects extensions a-v'-il-.b- le","o-=''-h-e·'lo-:«:-e''ry- .-u''th-o-,i'ty- u-nd-'er the same terms as the current contract. 
Lottery authorities occasionally negotiate extensions on different terms and conditions. 

(1) Total does not include instant-ticket validation terminals or instant ticket vending machines. 
(2) Operated by Lottery Technology Enterprises, ajoint venture in which GTECH has a 1% interest, 
and to which GTECH supplies lottery goods and services. 
(3) In August 2007, GTECH entered into a lO-year contract with the Kansas Lottery. The agreemenl 
will commence on July 1,2008 and GTECH is expected to install approximately 2,000 Altura terminals 
under the contract 
(4) On October 3, 2007, the Oregon State Lottery Commission and GTECH entered into a new 
seven-year contract to provide a new online lottery system, tenninals and ongoing services. 
(5) The extension options for these contracts are at GTECH's option, subject, in certain cases, to 
compliance by GTECH with the terms and conditions of the existing contract and/or review of certain 
financial terms. 
(6) Under these contractual arrangements, the lottery authorities purchased the lottery system and 
related software license from GTECH at the commencement of the respective contracts. 
(7) GTECH's contract with the Colomhia lottery authority is not a true facilities management 
contract in that title to the equipment vests in the Colombia lottery authority at the end of the term. 
(8) GTECH's contract with the Ireland lottery authority may be cxtended for any period mutually 
acceptable to GTECH and the Ireland lottery authority. 
(9) The Luxembourg lottery authority can extend the software license granted by GTECH for up to 
10 years after the end of the initial tenn and any extensions of the contract. 
(I 0) In August 2005, Loxley GTECH Tcchnology Co. Ltd., ajoint venture in which GTECH owns a 
49% equity interest, entered into a five-year facilities management contract with the Government Lottery 
Office of Thailand. Operations under the contract are currently expected to commence in 2009. 
(11) The term of the contract with the Turkey lottery authority renews for successive one-year 
extension terms unless either party gives timely notice of non-renewal. In addition, the Turkey lottery 
authority has the option to assume responsibility for the provision of certain lottery services at any time 
after the second anniversary of system start-up. 
(12) Operated by Camelot Group pic, a consortium, on a faci lities management basis. In September 
2007, the Company announced that Camelot had received a new 10-year license, expected to commence 
on February 1,2009. GTECH will supply Camelot with over 27,500 lottery terminals. 
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Table 3 Product Sales Contracts 

The table below lists certain of GTECH's direct and indirect customers that since January 2005 have 
purchased (or have agreed to purchase) from GTECH new online systems, software andlor terminals and 
equipment in connection with the expansion or replacement of existing lottery systems. 

Jurisdiction 
Argentina 

Australia 

Belgium 
California 
Canada 

China 
Denmark 
Finland 
France 
Georgia 
Germany 

Israel 
Luxembourg 
Massachusetts 
Minnesota 
Missouri 
Netherlands 
New York 
New Zealand 
Oregon 
Pennsylvania 
Poland 
Portugal 
Singapore 
South Africa 
Spain 

Sweden 
Switzerland 
Taiwan 
Ukraine 
United Kingdom 
Virginia 
Washington 
Wisconsin 

Customer 
Boldt - Instituto Provincial de Loterias y Casinos de la Provincia de 
Buenos Aires 
Lotteries Commission of New South Wales 
Lotterywest (f/k/a Western Australia Lotteries Commission) 
Loterie Nationale de Belgique 
California State Lottery 

British Columbia Lottery Corporation 
Western Canada Lottery Corporation 
Beijing Welfare Lottery Center 
Danske Spil NS 
Veikkaus Oy 
La Francaise des Jeux 
Scientific Games Inc. 
WcstLotto 
Sachsische Lotto - Gmbh 
Lotterie Treuhandgesellschaft mbH Thuringen 
Mifal Hapayis 
Loterie Nationale 
Massachusetts State Lottery Commission 
M innesota State Lottery 
Missouri State Lottery 
Stichting de Nationale Sport Totalisator 
New York State Lottery 
New Zealand Lotteries Commission 
Oregon State Lottery 
IGT OES Online Entertainment Systems, Inc. 
Totalizator SPOI1owy Sp. Zo.o 
Santa Casa de Misericordia de Lisboa 
Singapore Pools (Pte) Ltd. 
Uthingo 
Sistemas Tecnicos de Loterias del Estado 
Organizacion Nacional de Ciegos Espanoles 
AB Svenska Spel 
Loterie de la Sui sse Romande 
Lottery Technology Services Corporation 
Ukraine National Lottery 
Camelot Group pic 
Virginia Lottery 
Washington State Lottery 
Wisconsin State Lottery 
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The table below sets forth the lottery authorities with which GrECH has ITVM Facilities Management 
Contracts ("FMCs"). This table also provides (except where noted by footnote) historical information 
respecting the number of ITVMs that are currently in service, under various rrVM Product Sales 
Contracts ("PSCs"). Finally, the table below sets forth infonnation regarding the term of each FMC, as 
well as the approximate number of ITVMs installed in each FM:C jurisdiction, as of December 31, 2007. 

FMC Approximate 
Numherof 

or ITVMs Jurisdiction PSC In Service 

Arizona FMC 420 

California PSC 4,200 

Georgia PSC 350 
Illinois FMC 3,400 
Indiana PSC 1,400 

Kentucky PSC 1,300 

Luxembourg FMC 130 

Maine FMC 150 

Maryland PSC 1,000 

Massachusetts PSC 2,200 

Minnesota (I) 110 

Missouri FMC 620 

New Hampshire FMC 250 

New Jersey (I) 180 

New Mexico FMC 160 

New York (2) 5,400 

North Carolina FMC 500 

Ohio FMC 1,600 

Oregon PSC 500 

Pennsylvania PSC 3,450 

Rhode Island (I ) 100 

Texas (I) 1,300 

Virginia (3) 1,700 

Washinglon FMC 1,000 

Wisconsin FMC 500 
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Date of 
Date of Commencement E . t· f 

f Cu 
xplra Ion 0 o rrent 

FMC Contract Current FMC 
Contract Tenn 

July 2003 

July 2004 

September 2005 
September 2004 

March 2007 

June 2005 

May 1997 

(2) 

January 2006 

July 2003 

September 2003 
June 2004 

November 2004 
June 2004 

June 2008 

September 20 I 0 

Oclober 2012 

August 2009 

June 2008 

June 2012 

June 2008 

November 2008 

(2) 

March 20 13 
June 2009 

August 2011 
June 2011 

November 2010 
June 2011 

Current 
Extension 
Options· 

1 three-year 

I two-year 

1 two-year 

2 one-year 
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*Reflects extensions available to the lottery authority under the same terms as the current contract. 
Lottery authorities occasionally negotiate extensions on different tenns and conditions. 

( 1) Represents lTVMs installed under a lottery Facilities Management Contract. See Facilities 
Management Contracts table above for additional infannation. 
(2) GTECH has entered into a contract to supply maintenance services for approximately 4, 100 
ITVMS which are owned by the New York lottery authority. 
(3) The Virginia Lottery entered into a seven-year contract with Oberthur Gaming Technologies 
Corporation (Dan under which GTECH has subcontracted to provide 1,500 ITYMs and management of 
warehousing and distribution of instant tickets. Additionally, 200 ITVMs have been provided by GTECH 
under the Facilities Management Contract which is described in Table 2. 
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Table 5 Gaming Solutions Participation Contracts 

The table below sets forth a list of jurisdictions where the Company has agreements to provide gaming 
machines and/or systems on a participation basis. 

Approximate Date of 
Number of Commencement Date of Current 
Gaming of Current Expiration of Extension 

Jurisdiction Equipment Machines Contract Current Contract Options 

Rhode Island (I) Gaming 5,843 July 2003 July 2023 
machines and 
system 

New York Gaming 2,24 1 May 2003 December 20 I 0 
machines 

Delaware Gaming 834 May 2002 June 2011 
machines 

MUSL System 212 May 2006 May 20 10 3 two-year 
Pennsylvania (1) System 12,760 June 2006 June 2011 

Notes: 

(1) Includes Company and th ird party gaming machines. 
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Table 6 Gaming Solutions Product Sale Contracts 

The table below lists certain of GTECH's direct and indirect customers that since January 2005 have 
purchased (or have agreed to purchase) from GTECH video systems, software andlor gaming machines. 

Jurisdiction 

Arizona 
Canada 

California 
Connecticut 
j' lorida 
Great Lakes 
Iceland 
Idaho 
Iowa 
Jamaica 
Louisiana 

Michigan 
Minnesota 
Mississippi 
Montana 
New Mexico 
New York 
Ok1ahoma 
Oregon 
Oregon 
South Dakota 
Sweden 
West Virginia 
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Customer 

2 Casinos 
Alberta Gaming & Liquor Commission 
Atlantic Lottery Corporation 
British Columbia Lottery Corporation 
Manitoba Lotteries Corporation 
Nova Scotia (Metropolitan Entertainment Corporation) 
Quebec·Casiloc Inc 

30 Casinos 
2 Casinos 
1 Casino 
Lieberman Companies, Inc. (distributor) 
Icelandic Gaming Oslandsspil) 
I Casino 
13 Casinos 
Supreme Ventures Limited 
5 Casinos 
Harold L. Rosbottom, Jr. (distributor) 
Department of Public Safety & Corrections 

J Casino 
4 Casinos 
3 Casinos 
Various Operators 
14 Casinos 
3 Casinos 
1 Casino 
8 Casinos 
Oregon State Lottery 
Various Operators 
AB Svenska SpeJ 
4 Racetracks 
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LO!,(G TERM INCENTIVE PLANS 

Long term incentive plans adopted by the Company in favor of directors and/or employees of Lottomatica 
and/or its direct or indirect subsidiaries provide for stock option grants and restricted stock awards to its 
directors, executives and key employees. The principal purpose of granting long~term incentives is to 
assist the Company in attracting and retaining directors, officers and other key employees. to provide a 
market competitive total compensation package and to motivate recipients to increase shareholder value 
by enabling them to participate in the value which has been created. The plans are based upon three year 
performance measurements, generally based upon the Company's EBITDA. The total value delivered is 
allocated 65% stock options and 35% restricted stock, respectively. The following are summaries of the 
long tenn incentive plans in force as of December 3 1, 2007. 

Stock Option Plans 

2003 - 2008 Plans 
The Extraordinary Shareholders' Meeting of Lottomatica held on September 21, 2005 resolved to set 
December 31 , 2008, as the expiration date for subscriptions of a max imum of€2,439,110.00, for 
issuances of a maximum of2,439, I1O new ordinary shares, par value of€l.oo each, with ordinary rights, 
excluding the right of option under Article 2441, paragraph 5, of the Italian Civil Code. To date, 
2,439,110 options have been issued, of which 156,400 remain exercisable. 

The Extraordinary Shareholders' Meeting of Lottomatica held on September 21, 2005 also resolved to 
set December 31,2008, as the expiration date for subscriptions of a maximum of€223, 175.00, for 
issuances of a maximum of223,175 new ordinary shares, par value of€!.oo each, with ordinary rights, 
excluding the right of option under Article 2441, paragraph 5, of the Italian Civil Code. To date 223,175 
options have been issued, of which 76,000 remain exercisable. 

2005 - 2010 Plans 
T he September 21 , 2005 Extraordinary Shareholders' Meeting of Lottomatica also resolved to set 
December 31 , 2010, as the expiration date for the following SUbscriptions: 

a maximum of€297,580.00, for a maximum of297,580 new ordinary shares, par value of€I.OO 
each, with ordinary rights, excluding the right of option under Article 2441, paragraph 5, of the 
Italian Civil Code. To date 297,580 options have been issued and are not yet due, of which 
73,040 have been voided; 
a maximum of€57,016.00, for a maximum 0[57,016 new ordinary shares, par value 0[€1.00 
each, with ordinary rights, excluding the right of option under Article 2441 , paragraph 5, of the 
Italian Civil Code. To date none of the 57,016 options have been issued; 
a maximum of£119,812.00, for a maximum of219,812 new ordinary shares, par value of€l.OO 
each, with ordinary rights, excluding the right of option under Article 244 1, paragraph 5, of the 
Italian Civil Code. To date, 219,8 12 options have been issued and not yet due, of which 
124,476 have been voided. 
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2006 - 2014 Plan 
The Board of Directors' Meeting of Lottomatica of October 18, 2006, resolved to increase the share 
capital by a maximum amount of€1 ,500,000 by issuing up to 1,500,000 new ordinary shares with a 
nominal value of €1 .OO each, with ordinary rights, excluding the right of option under Article 2441, 
paragraph 4, ofthe Italian Civil Code to be subscribed by December 3 1, 201 4, serving the exercise of 
1,188,600 options assigned on the same date by the Board of Directors ' Meeting and not yet due \\' ithin 
the framework of the stock option plan 2006-2014 reserved for employees of Lottomatica andlor its 
subsidiaries, other than 127,700 options that may be exercised prior to the vesting period pursuant to the 
resolution of the Board ofOirectors of the Company of December 11, 2007. 

2007 - 2015 Plan 
The Board of Directors' Meeting ofLottomatica of May 3, 2007, resolved to increase the share capital 
against payments, in one or more tranches and in divisible form, by a maximum amount of€I ,973 ,790.00 
by issuing up to 1,973,790 new ordinary shares with a nominal value ofEl.00 each, with ordinary rights, 
excluding the right of option under Article 2441, paragraph 4, second sentence of the Italian Civil Code, 
to be subscribed by December 31, 2015, serving the exercise of 1,973,790 options assigned on the same 
date by the Board of Directors' Meeting and not yet due within the framework of the stock option plan 
2007-2015 reserved for employees of Lottomatica and/or its subsidiaries, other than 115,200 options that 
may be exercised prior to the vesting period pursuant to the resolution of the Board of Directors of the 
Company of December 11 , 2007. 

Restricted Stock 

(a) Executive Purchase ojShares at the Rights Offering Price 
The Board of Directors' Meeting of Lottomatica of August 29, 2006, resolved to increase the share 
capital against payment., in divisible fonn, by a maximum amount of€2,OOO,OOO.OO by issuing up to 
2,000,000 new ordinary shares with a nominal value of€I.OO each, with ordinary rights, excluding Ihe 
right of option under Article 2441 of the Italian Civil Code, to be assigned by December 15,2007, to 
employees of Lottomatica and/or ils subsidiaries. Of the 2,000,000 shares, 1,528,582 have been 
assigned and are vested but are restricted from sale for one to three years from August 29, 2006 
(depending upon thc employee's position at the Company), provided shares can be sold if an employee 
terminates from the Company before the restriction is lifted. 

(b) Share allocation plans 
- 2006-2009 Share Allocation Plan, Reserved For Employees ofLottomatica and/or its subsidiaries, 
approved by the Shareholders' Meeting of Lottomatiea of October 18, 2006; 
- 2006-201 I Share Allocation Time Based Plan, Reserved for Employees of Lottomatica and/or its 
subsidiaries, approved by the Shareholders' Meeting of Lottomatica of October 18, 2006. 
- 2007-20 I 0 Share Allocation Plan, Reserved for Employees of Lottomatica and/or its subsidiaries, 
approved by the Shareholders' Meeting of Lottomatica of April 23, 2007. 
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The Board of Directors ' Meeting of Lottomatica of October 18, 2006 resolved to assign up to 397,800 
ordinary shares within the framework of the "performance" plan 2006-2009 and 745,175 of ordinary 
shares within the framework of the time-based plan 2006-20 II, identified the beneficiaries and 
established the number of shares to be allocated to each one of them. The Board of Directors' Meeting 
of Lottomatica of May 3, 2007 resolved to assign up to 285 ,130 ordinary shares within the framework 
of the 2007-2010 Share allocation plan. 

In connection with the above mentioned share allocation plans, as well as any other future plan the 
Extraordinary Shareholders' Meeting of Lottomatica of April 23, 2007 empowered the Board of 
Directors for five years to increase the share capital in one or more tranches by a maximum amount of 
€3,2oo,00.00 by issuing up to 3,200,000 new ordinary shares, with a nominal value of€I.00 each. 

The Board of Directors' Meeting of Lottomatica, purs·uant to the powers granted by the Shareholders' 
Meeting held on April 23, 2007: 

- On May 3, 2007, resolved a free increase in share capital, for a nominal amount of€99,271.00 by 
issuing up to 99,271 new ordinary shares, with a nominal value of€1.00 each, with ordinary rights, that 
were all assigned, between August 29, 2007 and September 30, 2007, to the 2006-2011 Share Allocation 
Time-Based plan beneficiaries; 

- On December II, 2007, resolved a free increase in share capi tal, for a nominal amount off 139,962.00 
by issuing up to 139,962 new ordinary shares, with a nominal value of€l.00 each, with ordinary rights, 
that were all assigned to some of the beneficiaries of the above stock allocation plans, contextually to the 
early tennination of the respective employment relationships. 
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LOlTOMATICA GROUP MD SUBSIDIARIES 

CONSOLIDATED BALAI'iCE SHEETS 

lX"cmbC'r 31. 

(Ilwusands of ellfOII) NQlrS 2007 2006 

ASSETS 

NMH:urNnl 1S~1s 

Syslcms. equipment and other ~lli relatw 10 coot!3cls, ru:\ 740,260 845,890 
Propesty, planl and o:qu:pment, net 6 63.129 66,621 

Goodwill 7 2.193,]86 2,912,4% 

lntangib:e lI.sscts, r.d , 740,613 856,764 

Inveslments value.! by the equity method 2,816 6,889 

Ot!le1 ::on-currenIIlSSe15 10 36.393 33,671 

NOIl<urrent financl.3.l assets " 5,7M 25,629 

Deferred inC(lme tHes " 160,758 177,9(1) 

TOlllllon-cu rrenl lssetl 4.542,920 4,985.R66 

Curren t UIiCts 

in\-entories " 106.982 76,122 

Trade and OIher =ivablcs 14 695,222 588,162 

Other current aSSels to 4'J,H45 51 ,773 

Currenl financial assc15 " 19,6lJ 3,371 

Income lUes ~ivable 2,051 11,693 
Cuh and cash equ;'1I.lents " 434,065 3966 17 

1,307,776 1,127,738 
k5e1$ of disjm;ll gn>up clar.sified as held for sale 16 329,348 

Totl l C'\Irrent _ml, 1JQ1,176 1,451.otl6 

TOTAL ASSETS 5,850,696 6.442,952 

[QUIT\' AN'D LIABILITIES 
Equity I liributible to tquily Itoldfors of tltt pa rent 

Issued capilal 17 151,899 150,750 

Share premi~m 1,514,956 1,637,701 

RetailH1! eaminp 75.471 35,196 

OllleT rescrv~$ 17 jI 14J77) )2,482 

1.6S8.049 1,856,129 

Minnrity interest. 45 ,142 17,487 

Total equI ty 1,733,191 1.873,616 

NOIKurrent li abilitift 

Lone-tel'm debt, less eunenl pMion " 2,143,722 2,741,585 

Dder:-ed income UJr.es " 452,735 547,435 

Long~nn provisions 19 23,709 18,624 

Other non...:urrent liabilities 20 63,260 76.609 

Noo-eurrent financiailiabililiC5 " 39.622 27.536 

Tutlll nlllt-Curr@lIll ialltllitll'S 2,723,048 3,411,789 

CMrnnt liabilities 

Aecounts payable 602.S56 623,312 

Sbort·(e:m borrowinp " 7,610 14.908 

Other current liabilities " 230,548 262,682 
Currenl financial liabililiC5 " 4,544 2.883 

Current portion of Iong~enn debt " 487.384 82,)10 

Short-term provi5ioos 19 '" '" Income lUCS payable 61,277 45,021 

1,391,457 1,031 ,8~~ 

Labili ties directly associated with the asscls classified as held for sale 16 125,703 

T .... I current li. bilit]" I J94,4~7 l . t~7.~47 

TOTAL EQUIT\' AND LIABILITIES 5.850.6% 6,442,952 
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CONSOLI DATED INCOME 5T A TEMENT5 

( InOllS{mds of Cllros) 

Service revenue 

Product sales 

Totalle,'enue 

Raw materials, services and othcr costs 

PClSOflnel 

Depreciation, amort izat ion and write-downs 

Capita lization of intemal construction oosa · labor and overhead 

Tota l COStS 

Operat ing income 

Interest income 

Equily income (loss) 

Other income 

Other expense 

Foreign exchange !oss, net 
Interest expense 

Income before in~omf la'" e"'fH"nse 

Income lax expense 

Net income 

Anributable to: 

Equity holders of tne plU\"nt 

Minority imerest 

Earnings per shareJADR 

Basic · net income (loss) attributable to equ ity holders of the parent 

Diluted· net income (loss) attributable '0 equity holder. of the parent 
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F~ the Vl",1r ended Deccmber 31 

2007 2006 

1.580,345 918 . 148 

81,046 20, 7 32 

1,661,39 1 938.880 

693,459 422,341 

369,295 1'14, 902 

281,845 136,473 

(78,131) {34 ,126) 

1.266,468 7 19 .590 

394,923 219 .290 

12,913 30,3 10 

7S3 (4 12) 

18,705 4 ,399 

(3,357) ( 1,624) 

(33,70S) (120 .613) 

(193,816) (97 ,596) 

(198,507) (1 85 ,536) 

196,4 16 33 ,754 

90,452 32.932 

105,%4 822 

74,049 (6 ,588) 

31,915 7,4 10 

105,964 822 

UA'J • ( 0 .05) 

0_49 • ( 0 .05) 
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COSSOU DATt;D CASII I'LOW srATK.m: :o;TS 

('~of."'nt) 

Operal:inlleth'UIet 

Ir.ro:~ befor< .,.",,,,otu ~ .. 
Adj""''''''''11 (g ,cronci!c: inc:omo heron: inca"" tal upmte to,1OI ~ ~ .... 

D<v.tcia1:0I\ .,l<! r"cd .... : wr".dow:M 
h.w.lib"" l mortiZ21"", _ w,;,~ 

Od:-er arnoniuli<>n 

Intera! inoome 
1nl<r<S{upe_ 

th=ot:2l«l R:..."ill> 0>;<1"",. lew 

S!ia.~""'" p"ln ..... t <Ip<DfC 

Other """.:a</I i",,,,, 

!kiIli"",, fwcig.. c.<~_ ""'""' n:Ia>cd toxqoisilic.a DfCTECH ~pCo<-p<=o""" 

I""""", ta. ?lid 

Cull ncn..1>"r ..... . h . i<' I. D"' .. ".' ...... nd 1!.bI!itito 
O ..... ~ i. opono,..., ...... a:Id li&bi1i1ie>: 

I""",,:one. 

T,..,. ~ OII".",,"";~ 
A"...,........,..bIc 

,o.e.--. po.ymrnlS fr<"JI QtOOc".,.... 

A~ ...... "'" 
01,,",,_ ond li:abil:~ 

Sot ... _ now. r .. m opcntla; .oli. itlH 

In .... U·I .. t"ld .. 

Purdasos of ')"Ie: ...... cquipma>1 ,od """"" ........ 1.:..1 to coni""" 

PurclIaoea of ;nl,nlibic -. 

A<qllisolion ofFi"..,n Ur.!i!Cd. net ofcash ""'l"ired 

m""",,*,,, ;" TobM<p l-.in,ol H",".~ KOI'lI Limiled 

Purcl!aoeo ofpTOp«1y. planl _ ... "~ 

A<qIlisitiool ofC=tive G ....... In :.""".,.. .. I. ]nc. "'" 01 <:><II xquite<l 

R.r""",,!.Ic: perf......,., .... dt;>o<i.l 
Inlt<QI ItUived 

Nel ..... , ~ from!he .. 1e ofroLCARD S A 

A"'I"~ion ofGTECH Holdings Corponolion. net of ....... ooq'J;~ 

Roaliz:,d foreign e:<oho"", ......... bled 10 """";.~ .... ofGTECH Holclin&< Co'1""ation 

Almr.;'...".,.. <Iqx><i: 
Purd'.- of min«ity ;":eru:. 
Proceeds &om .. I. offorAflCw .. _ 

Pr<><:eaIo r:-om .. Ie of Waf ~ .. icll oompus 

""" Not . .. ~ no ... u<O<ll l Inn.ting .. tioil ... 

Fi.uDCOq •• tlvU'" 

rn",_p.;.:! 

DiYidoncll poid 

I'rlndpal ~mer.a "" 1ao&-l<rm do", 

Repo.yma:! of ,hOlt"''''''' ~i.£> 
Proc<'ods m.m ••• rcise of OIO<~ "9'''''' 
l'roceedo frttTI ~"Te$ *""" ... =.p!oyea II • d""""'"

Stock ~ cost> 

Debl~<t:"""'" 

,' u .•. ..uJo rAlln ,hort.t.,,,,borr,,,,.'P 

Procoal. &-om i"\11""~ of njli lll ,"oriIioeJ 
Procuds iom iss,.._ or"""k 

~ /':om ; .. """"" ofloroa,'..,n_ 

"'"" N .... cuJI no ... f .... ( ..... il) r. •••• In,Klh1. in 

Ne1lncraso in ..... and <:alii C<lui .. 1c:lu 

Nel (ioI=asc),,"=-" ~...-:....I wilt ...... hdd b",1t 

Effut of •• cIIo"i<' rato.""",,," on c:as/I 

Cash ,0<1 cast> C<l~i .... Ient ... !be tqi ...... oftbe )'\'Of 

C .. ~ and ... h .qui ........ . t tho • • d er ._. r oo. 
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211i17 " .. 
196,416 11.7~"; 

lllj.oll 103.992 

68,492 J2.552 

(194) (71) 

02.913) (lO,jIO) 

193.8J6 97.S% 

11$U 17,662 

21..346 7,W2 

13. 104 22.305 

102,951 

!S8~~) !,!1,414) 

667.200 J06.819 

(31.91 I) (22.l~) 

(H~.220) (249.125) 

( 16.7711) ISS.472 

28.663 6.166 

02.211) (1S.181) 

14.016 25,!J.4 

30) 159 2Ot,291 

( 178,332) (B1.W7) 

(60..377) (7.251) 

(45.090) 

(13.904) 

(ll.US) (1l.486) 

"""" 6.116 
13.270 31.S 25 

166,127 

(l.262,611) 

(102,951) 

('20.000) 

(14.158) 

17,14J 

1 1.<147 

{illS) SIS. 
(12966) ) P 417.5m 

( ' 80.l n) (61,)341 

(119,~1 {119AI6} 

(40,924) (417.094) 

(6.C66) 

3,192 49,759 

IS.lO! 19.685 

(28.569) 

(42.717) 

12.335 

7$11.000 

1.459 ,977 

1.769.168 

14 6l1) 16638) 

em.lO)} 1,165156 

41,193 155.896 

4,117 (4 ,117) 

(8,462) (1,325) 

196 617 246163 
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LOl ro~l:\rJCA GROUP AM'~UBSIU IARI ES 
CO~SOLlO,\TEO ST A n::~IE"''TS OF OI.ANC~;S IN EQUln' 
For me yars endo:d o=;,."tx:r 31. 2007 and 2006 

AlInbI.ollbi<- ' " «I" oIy h"ld< ... nI ,be E-ent ,,,..., """, 
CApiu l """ "'"'"'" "'-- M".orily Too:~1 

(~<?Icurru) (Nocc ]1) Prcmiwn EarninG!- (Nou: !7) ToW InlCr<:Ol' E<ruil)' 

B.I.~a, Ja""..,. I. 2006 19.009 261 ,344 112,682 4 1,159 >0<.'" ,-", 5!2,2S5 

lIntc,,",,"'«<i &00'" ..., 'n' ........ '" ''''p ,."'" 5,700 5,700 

Am<><Iota"WI ofllllf«OIIJIIU1d l'llUi oon '=1i::'<'>I ,..t.; l"'-a~ (lSO) (380) PW) 

~"'.'&I' <'U"," "'y tn.n.la11Ot1 (37,572) m.5721 (11S71) 
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LOITOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. Corporate information 

Lottomatica S.p.A. is one of the largest lottel)' operators in the world, based on total wagers, and a leader in the Itali an 
gaming industry. Lottomatica S.p.A. has leveraged its distribution and processing competence to expand its activities 
beyond lotteries and also provides conunercial, payment and other process services through. its extensive real-time 
distribution network. On August 29, 2006, Lottomatica S.p.A. acquired GTECH Holdings Corporation, the world's 
leading provider ofhighly-sccure online lottery transaction processing systems. Lottomatica S.p.A. and GTECH 
Holdings Corporation together create a fully integrated lottery operator and gaming technology solutions provider. 

In these notes, the tenn "Lottomatica" refers to Lottomatica S.p.A., the parent entity, the tenn "GTECH" refers to 
GTECH Holdings Corporation, one of Lottomatica's subsidiaries, and "Group, ''we,'' "our," and "us" refer to 
Lottomatiea and all subsidiaries included in the consolidated financial statements. 

Lottomatica is ajoint stock company incorporated and domici led in the Republic of Italy, and its registered office is 
located at Viale del Campu Boariu, Rome, Italy. Lottomatica 's prim .. ;pal activi ties are describctl in Note 4. 

Lottomatica is majority owned by the De Agostini Group, a century·old publishing, media, and financial services 
company and is publicly traded on the Italian Stock Exchange under the trading symbol "LTQ" and has a Sponsored 
Levell American Depository Receipt (ADR) program listed on the United States over the counter market under the 
trading symbol "LITOY". 

The consolidated financial statements for the year ended December 31, 2007 were authorized for issuance in 
accordance with a resolution of the Board of Directors on March 6, 2008. On this date, the Board of Directors also 
proposed to distribute a dividend of€O.825 per share. 

2.1 Basis of preparation 

The consolidated financial statements have been prepared on a historical cost basis, except as disclosed in the 
accounting policies below. The consolidated financial statements are presented in euros and all values are rounded to 
the nearest thousand (€OOO) (except share and per share data) unless otherwise indicated. The Group presents its cash 
flows using the indirect method. 

Statement of Compliallce 
The consolidated financial statements of the Group have been prepared in accordance with International Financial 
Reporting Standards (IFRS) as adopted by the European Union. 

Basis of cOllsolidalioll 
The consolidated financial statements include the financia l statements of Lottomatica and its subsidiaries as of 
December 31 each year. The financial statements of significant subsidiaries arc prepared for the same reporting year 
as the parent company, using consistent accounting policies. 

Subsidiaries are those entities in which the Group, directly or indirectly, has an interest of more than one half of the 
voting rights or otherwise has control, d irectly or indirectly, over the entities' operations so as to obtain benefits from 
the entities' activities. Subsidiaries are fully consolidated from the date of acquisition, being the date on which the 
Group obtains control, and continue to be consolidated untilthc date that such control ceases. 
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LOTTOMA TlCA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2.1 Basis of preparation (continued) 

All intra-group balances, transactions, income and expenses, and profits and losses resulting from intra-group 
transactions that are recognized in assets, arc eliminated. 

Minority interests represent the portion of profit or loss and nct assets not held by the Group and are presented 
separately in the consolidated income statement and within equity in the consolidated balance sheet, separately from 
the parent shareholders' equity. 

Reclassifications 
The Group changed the presentation and classification of certain items in the December 31, 2006 consolidated 
balance sheet to more appropriately reflect the POLCARD SA assets and liabilities held for sale (described in Note 
16) as summarized below. 

December 31, 2006 
As As Previously 

(thousands oj euros) Adjusted R~orted Reclassification 
ASSETS 
Goodwill 2,972,496 2,932,672 39,824 

Total non-current assets 2,972,496 2,932,672 39,824 

Assels of disposal group classified as held for sale 329,348 369,172 (39,824) 
Total current assets 329,348 369,172 (39,824) 

LIABILITIES 
Deferred income taxes 547,435 507,611 39,824 

Total non-current li abilities 547,435 507,611 39,824 

Liabilities directly associated with the assets classified as 
held for sale 125,703 165,527 (39,824) 
Total current liabilities 125,703 165,527 (39,824) 
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LOTTOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CO:\'SOLIDATE:D FINANCIAL STATEMENTS 

2.1 Basis of prepa ration (continued) 

The Group changed the presentation and classification of ccrtain items in the December 31, 2006 consolidated income 
statement to more appropriately reflect the classification of the underlying transactions, as summarized below. 

(thousands of euros) 

Intcrest income 
Other income 
Other expense 
Foreign exchange loss. nel 
Interest expense 

For the year ended December 31, 2006 
As As Previously 

_~A~d~i~u~st~e~d __ ~R~e~p~o~rt~e~d_ Reclassification 

30,310 3 1,835 (1 ,525) 
4,399 3,230 1,169 

(1,624) (3,419) 1,795 
(120,613) ( 120,949) 336 
(97,596) _--,7(~95",,8,"2*') __ -,(-"1,!-77,,,5,,-) 

(1 85,124) (185, 124) ===== 

The Group changed the presentation and classification of certain items in the consolidated cash flo w for the year 
ended December 31,2006 as summarized below. 

For the lear ended December 3 1, 2006 
A, As Previously 

(thousands 0/ euros) Adjusted Reported Reclassification 

Net cash flows from operating activities 208,291 205,991 2,300 

Net cash flows used in investing activities (3,4 17,551) (3,416,353) ( 1,198) 

Net cash flows from financi ng activities 3,365,156 3,365,298 (142) 

Effect of exchange rate changes on cash (1,325) (365) (960) 

The consolidated cash flow reclassifications were primarily made to reflect the consolidated income statement 
changes described above. 
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LOITOMATICA GROUP AND SUBSIDIARIES 

NOTES TO TH-E CONSOLIDATED FINANCIAL STATEMENTS 

2.2 Changes in accounting polities 

The Group's accounting policies are consistent with those of the previous financial year except the Group adopted 
new and amended IFRS and International Financial Reporting Interpretations Cormniltee (lFRIC) interpretations 
during the year as described below. Adoption ofthese Standards and Interpretations did not have a material effect on 
the financial position or performance of the Group; however, they gave risc to additional disclosures. 

[FRS 7 FitJanciallnstruments: Disclosure 
The Group adopted (FRS 7 on January 1, 2007, which requires arulUa! disclosures that enable users of the financial 
statements to evaluate the significance orthe Group's fi nancial instmments and the nature and extent of risks arising 
from those financial instruments. The new disclosures arc included throughout the footnotes and comparative 
information has been revised where needed. 

lAS I Amendment- Presentation of Financial Statement~': Capital Disclo:,-ures 
The Group adopted the amendment to lAS I on January 1,2007, which requires new annual disclosures 10 enable 
users of the financial statements to evaluate the Group's objectives, policies and processes for managing capital. 
These new disclosures are included in Note 32. 

IFRlC 7 Applying the Restatemelll Approach Imder lAS 29- Fillancial Reporting in Hyperillflationary 
Economies 
The Group adopted IFRl C 7 on January 1,2007, which provides guidance on how an entity would restate its financial 
statements, in accordance with the requirements of lAS 29, in the first year it identifies the existence of hyper in Oat ion 
in the economy of its functional currency. As the Group did not identify the existence orany hyperinflationary 
economies during 2007, the interpretation had no impact on the financial position or perfonnance of the Group. 

IFRlC 9 Reassessment of Embedded Derivatives 
The Group adopted JFRIC 9 on January 1, 2007, which states that the date to assess the existence of an embedded 
derivative is the date that an entity first becomes party to the contract, with reassessment only if there is a change to 
the contract that significantly modifies the cash flows. As the Group had no embedded derivative requiring separdtion 
from the host contract, the interpretation had no impact on the financial position or perfonnance of the Group. 

IFRlC 10 Interim Financial Reporting and Impairment 
The Group adopted IFRlC 10 on January 1,2007, which requires that an entity must not reverse an impairment loss 
recognized in a previous interim period in respect of goodwill or an investment in either an equity instrument or a 
financial asset carried at cost. As the Group had no impainnent losses previously reversed, the interpretation had no 
impact on the financial position or performance of the Group. 
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LOlTOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATM1ENTS 

2.3 International Financial Reporting Standards to be lIdopted in 2008 and later 

The International Accounting Standards Board and IFRIC issued additional standards and interpretations during the 
year which are effective for periods starting after the date of these financial statements and therefore have yet to be 
adopted by the Group as described below. 

IFRS 8 Operating Segments 
IFRS 8 requires disclosure ofinfonnation about the Group's operating segments and replaced the requirement to 
dctenni!1C primary (business) and secondary (geographical) reporting segments of the Group. The Group plans to 
adopt IFRS 8 on January 1, 2009, its effective date. The adoption of this standard will not have any impact on the 
financial position or perfomlanee of the Group, but will only require additional disclosures. 

lAS 23 (Revised) Borrowing Costs 
lAS 23 (Revised) requires capitalization of borrowing costs when sueh costs relate to a qualifying asset. A qualifying 
asset is an asset that takes a substantial period of time to get ready for its intended usc or sale. This standard is 
effective for financial years beginning on or after January I, 2009. The Group is evaluating the impact the 
interpretation will have on the Group's consolidated financial statements when adopted on January 1, 2009. 

IFRIC J I IFRS 2 - Group and Treasury Share Transactions 
IFRIC \1 requires arrangements whereby an employee is granted rights to an entity's equity instruments to be 
accounted for as an equity-settled transaction, even if the entity buys the instruments from another party, or the 
shareholders provide the equity instruments needed. This interpretation is effective for annual periods beginning on 
o r after March 1,2007. As the Group has no treasury share transactions, the adoption of this standard wil l noi have 
any impact on the financial position or performance of the Group when adopted on January I, 2008. 

IFRlC 12 Service Concession Arrangemellts 
IFRIC 12 provides guidance on the accounting for the obligations undertakcn and rights received in service 
concession arrangements. Service concession arrangemcnts are arrdngements whereby a government or other body 
grants contracts for the supply of public services, such as roads, prisons or hospitals. to private operators. This 
interpretation is effective for annual periods beginning on or after January 1,2008. The Group is evaluating the 
impact the interpretation will have on the Group's consolidated financial statements when adopted on January 1, 2008. 

IFRlC 13 Customer Loyalty Programmes 
IFRIC 13 providt::s guiuau(;t:: 011 the a(;wullting by an enti ty that grdl1tl; loyalty award cn:dil:) (such as "points" or tmvt::l 
miles) to customers who buy other goods or services. This interpretation is effective for annual periods beginning on 
or after July I, 2008 bUl is not applicable to the Group, 

IFRIC 14 lAS 19 - The Limit on a Defined Be/lefit Asset, Minimum Fundil/g Requiremellts alld their II/teractiolt 
IFRlC 14 provides guidance on how to assess the limit on the amount of surplus in a defined bcnefit plan that can be 
recognized as an asset under lAS 19 Employee Benefits. It also explains how the pension's asset or liabili ty may be 
affected when there i!<i a !<itatutory or contractual minimum funding requirement. Thi s interpretation is e ffective for 
annual periods beginning on or after January 1,2008. The Group is evaluating the impact the interpretation will have 
on the Group's consolidated financial statements when adopted on January 1,2008. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2.4 Significant accounting judgments, estimates and assumptions 

The preparation oflhe Group's financ ial statements requires management to make judgments, estimates and 
assumptions that affect the reported amounts of revenues, expenses, assets, liabilities, and the disclosure of contingent 
liabilities, allhe reporting datc. However, uncertainty about these assumptions and estimates could result in outcom es 
that could require a material adjustment to the carrying amount of lhe asset or liability affected in the future. 

Judgments 
In the process of applying the Group's accounting policies, management has madc the following judgment, apart from 
those involving estimations, which has the most significant effect on the amoullts recognized in the consolidated 
financial statements: 

Fillance and operating lease commitments 
The Group leases the GTECH world headquarters facility (land and building) in Providence, Rhode Island, USA. The 
Group determined that the present value of the future minimum lease payments for the building amounts to 
substantially all of the fair value relating to the Group's portion of the building and therefore accounts for its portion 
of the building as a finance lease. The Group also determined that since title to the land will never transfer to the 
Group, the land is accounted for as an operating lease. 

Estimates and assumptions 
The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the 
next financial year are discussed below. 

Impairmellt 01 Systems, Equipment alld Other Assetl' Related co Contracts 
The carrying values of systems, equipment and other assets related to contracts arc reviewed for impairment when 
events or changes in circumstances indicate that the carrying value may not be recoverable. This requires 
management to make an estimate of the expected future cash fl ows from the assets and also to choose a suitable 
discount rate in order to calculate the prescnt value of those cash flows. The carrying amount of systems, equipment 
and other assets related to contracts at December 31. 2007 and December 31.2006 was £140.3 million and €845 .9 
million, respectively. Further details are provided in Note 5. 

Impairmellf 01 Goodwill 
The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the 
"value in use" of the cash-generating units to which the goodwill is allocated. Estimating a value in use amount 
requires management to make an estimate of the expected future cash flows from the cash-generating unit and also to 
choose a suitable discount rate in order to calculate the present value of those cash flows. The carrying amount of 
goodwill at December 3 1, 2007 and December 31 , 2006 was €2.8 billion and €3.0 billion, respectively. Further 
details are provided in Notes 7 and 9. 

Impairmem ollllla/lgible Assets 
The Group detcnnines whether intangible assets with indefinite useful Jives are impaired at least on an annual basis. 
This requires management to make all estimate of the expected future cash flows from the assets and also to choose a 
suitable discount rate in order to calculate the present value of those cash flows. The carrying amount of intangible 
assets at December 31, 2007 and December 31, 2006 was €740.6 million and €856.8 million, respectively. Further 
details are provided in Notes 8 and 9. 
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LOTTOMATlCA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FlNAl'lCIAL STATEMENTS 

2.4 Significant accounting judgments. estimates ami assumptions (continued) 

Share-based payment tram'actions 
The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity 
instruments at the date at which they are granted. Estimating fair value requires detcnnining the most Ilppropriate 
valuation model for a grant of equity instruments, which is dependent on the tenus and conditions of the grant This 
also requires detennining the most appropriate inputs to the valuation model including the expected life of the option, 
volatility and dividend yield and making assumptions about them. The valuation model and assumptions used are 
disclosed in Note 26. 

Deferred Tax Assets 
Deferred tax assets are recognized for all unused tax losses to the extent that it is probable that taxable income will be 
available against which the losses can be utilized. Significant management judgment is required to detenninc the 
amount of defcrrcd tax assets that can be recognized, based upon the likely timing and level of future taxable income 
together with future tax planning strategies. The carrying value of recognized tax losses and unrecognized tax losses 
at December 31, 2007 was EIl.S million and EIO.7 mill ion, respectively. The carrying value of recognized tax losses 
and unrecognized tax losses at December 31, 2006 was €30.3 million and €3.1 million, respectively. Further details 
are provided in Note 12. 

2.5 Summary of signifi cant accounti ng policies 

Interest in a joint vent ure 
A joint venture is a contractual arrangement whereby two or more parties undertakc an economic activity that is 
subject to joint control, and a jointly controlled entity is a joint venture that involves the establislunent of a separate 
entity in which each venturer has an interest. The Group recognizes its interests in joint ventures using proportionate 
consolidation. The financial statements of the joint venture are prepared for the same reporting year as the parent 
company, using consistent accounting policies. The joint venture is proportionately consolidated until the date on 
which the Group ceases to have joint control over the joint venture. 

Interest in an associate 
An associate is an entity in which the Group has significant influence and which is neither a subsidiary nor a joint 
venture. This is generally evidenced by ownership of between 20% and 50% of the voting rights. Associates are 
accounted fo r by the equity method of accounting, from the date that significant influence eommcnces, until the date 
that significant influence ceases. 

Foreign cur rency tr a nslation 
The consolidated financia l statements are presentcd in euros, which is the Group's functional and presentation 
currency. The functional currency for the majority ofthc Group's foreign subsidiaries is the applicable local currency 
and items included in the fi nancial statements of each entity are measured using that functio nal currency. For those 
subsidiaries, we lranslate assets and liabilities at exchange rates in eff«;t at the balance sheet date, and income and 
expense accounts at weighted avcrage exchange rates. The resulting foreign currency translation adjustments are 
recorded in other reserves within the equity section of our consolidated balance sheets. The US dollar to euro 
exchange rate was 1.472 1 at December 31, 2007 and 1.317 at December 31, 2006. 
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LOTIOMATICA GROUP AND SUBSIDIARIES 

~OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

2.5 Summary of significant accou nti ng policies (continued) 

Transactions in foreign currencies are initially recorded at the functional currency exchange rates in effect at the date 
of the transaction. Monetary assets and liabi lities denominated in foreign currencies are retranslated at the functional 
currency exchange rate in effect at the balance sheet date. The resulting foreign currency translation adjustments are 
recorded in our consolidated income statements with the exception of adjustments that arise on monetary items that, in 
substance, form part of the net investment in foreign operations (such as intragroup loans where settlement is neithel
planned nor likely to occur in the foreseeable future) in a separate component of shareholders equity. 

Norunonetary items that are measured in IcmlS of historical cost in a foreign currency are translated using the 
exchange rates as of the date of the initial transaction. Any goodwi ll arising on the acquisition of a foreign operation 
and any fair value adjustments to the carrying amounts of assets and liabilities arising on the acquisition arc treated as 
assets and liabilities of the foreign operation and translated at the closing rate. 

For those foreign subsidiaries of GTECH operating in a highly inflationary economy or whose functional currency i s 
the United States dollar, nonmonetary assets and liabilities are translated at historical rates and monetary assets and 
liabilities are tnmslated at current rates. The resulting foreign currency translation adjustments are recorded in our 
consolidated income statements. 

Systems, equipment and other assets related to cont racts, net 
Systems, equipment and other assets related to contracts are stated on tbe basis of cost. The cost is depreciated over 
the estimated uscfullife of the assets using the straight-line method depending on the type of cost. Cost is comprised 
of two categories: 
• hard costs (for example: terminals, mainframe computers and communications equipment) and; 
• soft costs (for example: software development). 

Hard costs arc depreciated using the straight line method over the base term of the contract plus extension years 
provided fo r in the contract that are deemed probable, but not to exceed 10 years. Soft costs are depreciated using the 
straight line method over the base term of the contract, but not to exceed 10 years. 

The carrying values of systems, equipment and other assets relatcd to contT'dcts arc reviewed fo r impainnent when 
events or changes in circumstances indicate that the carrying value may not be recoverable. 

Proper ty, plant and equipment, net 
Property, plant and equipment is staled on the basis of cost. The cost, excluding land, is depreciated over the 
estimated useful life of the assets using the straight-line method. The estimated useful lives are generally 10 to 40 
years fo r buildings and five to 10 years for fumiture and equipment. 

The carrying values of property, plant and equipment are reviewed for impaimlcnt when events or changes in 
circumstances indicate that the carrying value may not be recoverable. 

Bor rowing costs 
Borrowing costs are recognized as an expense when incurrco. 
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2.5 Summary of significant accounting policies (continued) 

Business combinations and Good" 'i11 
Business combinations are accounted for using the purchase method. Goodwill acquired in a business combination is 
initially measured at cost, being the excess of the cost of the business combination over the Group's intcrest in the fair 
value of the identifiable asSt!ts,liabilities and contingent liabilities. Following initial recugnition, goodwill is 
measured at cost less any accumulated impairment losses. Goodwill is reviewed for impainnenl alUlually, as of 
December 3 1, or more frequently if events or changes in circumstances indicate that the carrying value may be 
impaired. 

For the purposc of impairment testing, goodwill acquired in a business combination is, from the acquisition date, 
allocated to each of the Group's cash-generating units, or groups of cash-generating units, that are expected to benefit 
from the synergies of the combination, irrespective of whether other assets or liabilities of the Group arc assigned to 
those units or groups of units. Each unit or group of units to which goodwill is allocated: 
• Represents the lowest level within the Group at which the goodwill is monitored for internal management 

purposes; and 
• Is not larger than a segment based on either the Group's primary or secondary reporting format determined in 

accordance with lAS 14 Segment Rcporting 

lmpairnlcm is determined by assessing the recoverable amount of the cash-generating unit to which thc goodwill 
relates. Where the recoverable amount of the cash.generating unit is less than the carrying amount, an impairment 
loss is recognized. Where goodwi ll forms part of a cash~generating unit and part of the operation within that unit is 
disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of the operation 
wncn determining the gain or loss on disposal of the operation. Goodwill di:sposed of in thi s circumstance is 
measured based on the relative values of the operation disposed of and the pOr1ion of the cash-generating unit 
retained. 

Intangible assets 
Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired 
in a business combination is fair value as of the date of acquisition. Following initial recognition, intangible asset,> are 
carried at cost less any accumulated amortization and any accumulated impainnent losses. Internally generated 
intangible assets, excluding capitalized development costs, are not capitalized and any expenditure is reflected in the 
consolidated income statement in the year in which the expenditure is incurred. 

Useful lives of intangible assets are assessed to be either definite or indefinite. Intangible assets with definite lives are 
amortized over the useful economic life and assessed for impairment whenever there is an indication that the 
intangible asset may be impaired. The amortization period and the amortization method for an intangible asset with a 
definite useful life are reviewed at least alUlually at year-end. Changes in the expected uscful li fe or the expected 
pattern of consumption of fu lure economic benefits embodied in the asset is accounted for by changing the 
amortization period or method, as appropriate, and arc treated as changes in accounting estimates. Amortization 
expense on intangible assets with definite lives is recorded in the expense category of depreciation, amur1izalion and 
write-downs in our consolidated income statements. 

Intangible assets with indefinite useful li ves arc tested for impaim1cnt annually, as of December 31, either individually 
or at the cash·generating unit level, as appropriate. Such intangibles are not amortized. The useful life of an 
intangible asset with an indefinite life is reviewed annually to determine whcther the indcfinitc lifc assessment 
continues to be supportable. If not, the change in the useful life assessment from indefinite to definite is made on a 
prospective basis. 
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2.5 Summary of significant accounting policies (continued) 

Research and development 
Research costs afC expensed as incurred. An intangible asset arising from development expenditures on an individu a l 
project is recognized when the Group can demonstrate the technical feasibi lity of completi ng the intangible asset so 
thai it will be available for usc or sale, its intention to complete and its ability to use or sell the asset, how the asset 
will generate future economic benefits, the availabil ity o rresoufces to complt:lt: the i1'Ssel, and the abi lity to measure 
reliably the expenditure duri ng the development. Foliowing initial recognition of the development expenditure as a n 
asset, the cost model is applied requiring the asset to be carried at cost less any accumulated amortization and 
accumulated impainncnt losses. Amortization of the asset begins when development is complete and the asset is 
available for use. It is amortized over the period of expected future revenues from the related project. 

The carrying value of development costs is reviewed for impairment amlually when the asset is not yet in use or more 
frequently when an indication of impainnent arises during the year. 

Impairment of assets 
The Group assesses at each reporting date whether there is an indication that an asset may be impaired. Ifany sueh 
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset's 
recoverable amount An asset's recoverable amount is the higher of an asset's or cash-generating unit's fair value l ess 
costs to sell and its value in use, and is determined for an individual asset, unless the asset does not generate ca.c;h 
inflows that are largely indcpendent of those from other assets or groups of assets. Where the carrying amount of an 
asset exceeds its recoverable amount, the asset is considered impaired and is wriuen down to its recoverable amount. 
In assessing value in use, the estimated future cash flows take into account the risks specific to the asset and are 
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time 
value of money and the risks specific to Ihe asset. Impainnenllosses are recorded in the expense category of 
depreciation, amortization and write-downs in our consolidated income statements. 

Investments and other financial assets 
Financial asscts within the scope of lAS 39 arc classi fied as either financial assets at fair value through profit or loss; 
held-to-maturity investments; loans and receivables; or available-for-sale fi nancial assets, as appropriate. When 
financial assets are recognized initiall y, they are measured at fair value, plus, in the case of investments not at fai r 
value through profit or loss, directly attributable transaction costs. The Group detennines the classification of its 
financial assets after ini tial recognition and, where allowed and appropriate, re-evaluates this designation at each 
financial year-end. 

Financial assets at fair value through profit or loss 
Financial assets classified as held for trading are included in the category "financial assets at fair val ue through profit 
or loss." Financial assets are classified as held for trading if they arc acquired fo r the purpose of selling in the ncar 
term. Derivatives arc also classified as held for trading unless they are designated as effective hedging instruments. 
Gains or losses on investments held for trdding are recognized in income. 

Held-to-maturity investmellls 
Non-derivative financial assets with fixed or detenninable payments and fixed maturity are classified as held-to
maturity when the Group has the positi ve intention and abili ty to hold to maturity. Investments intended to be held for 
an undefined period arc not included in this classification. 
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NOTES TO THE CONSOLIDATED FINA~CIAL STATEMENTS 

2.5 Summary of significant accounting policies (continued) 

Loans and receivables 
Loans and receivables arc non-derivative financial assets wilh fixed or determinable payments that arc not quoted in 
an active market. Such assets are carried at amortized cost using the effective interest method. Gains and losses arc 
recognized in income when the loans and receivables are derecognized or impaired, as well as through the 
amortization process. 

A"ailable-for-salefinancial assets 
Available-for-saIe financial assets are those non-derivative fi nancial assets that are designated as available-for-sale or 
arc not classified in any of the three preceding categories. After initial recognition. available-far-sale fi nancial assets 
arc measured at fair value with gains or losses being recognized as a separate componenl of equity until the 
investment is der~ognizcd or unlil the investment is detcrmined to be impaired, at which time the cumulative gain or 
loss previously reported in equity is includcd in the income statement. 

Fair value 
The fair value of investments that are actively traded in organized financial markets is determined by reference to 
quoted market bid prices at the close of business on the balance sheet date. For investments where there is no active 
market, fai r value is determined using valuation techniques. Such techniques include using recent arm's length market 
transactions; reference to the current market value of another instrument, which is substantially the same; discounted 
cash flow analysis; and option pricing models. 

Inventories 
Inventories are stated at the lower of cost (under the first in, first out method or specific cost basis as considered 
necessary in the specifi c circumstanccs) or net real izable value. Inventories include amounts we manufacture or 
assemble for our long-term service contracts, which arc transferred to systems, equipment and other assets related to 
contracts, net upon shipment. Inventories also include amounts related to prOdUc.1 sales contracts, including product 
sales under long-term contracts. 

Trade receh'ables and other receivables 
Trade accounts receivable, which generally have 30 day terms, are reported net of allowances for doubtful accounts 
and liquidated damages (penalties incurred due to a fa ilure to meet specified deadlines or perfonnance standards). 
Allowances for doubtful accounts are generally recorded when there is objective evidence that we will not be able to 
collect the related receivables. Bad debts are written off when identified. Allowances for Iiquidatcd damages arc 
recorded when they are probable and estimable. 

Cash and eash equivalents 
Cash and cash equivalents in the consolidated balance- sheets are comprised of cash at banks and on hand and short
tcrm, highly liquid investments with an original maturity ofthrce months or less at the date of purchase. 

Debt 
All debt is initially recorded at the fair value of the consideration recei ved less directly attributable debt issuance 
costs. Following initial recognition, debt is subsequently measured at amortized cost using the effective interest 
method. Gains and losses are recorded in the consolidated income statement when thc liabilities arc extinguished as 
well as through the amortization process. 
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2.5 Su mmary of significant accounting policies (continued) 

Financiall iabilitics at fair value through profit or loss 
Financial liabilities at faif value through profit or loss includes financial liabilities held for trading and financial 
liabilities designated upon initial recognition as at fai[ value through profit or loss. Financial liabilities are classified 
as held for trading if lhey are acquired for the purpose of sci ling in the near Icoo. Derivatives are also classified as 
held for trading unless they are designated as effective hedging instruments. Gains or losses on liabilities held for 
trading are recognized in the income statement. 

Financial guarantee liabilities 
Financial guarantee liabilities issued by the Group are those contracts that require a payment to be made to reimburse 
the holder for a loss it incurs because the specified debtor fails to make a payment when due in accordance with the 
terms ofa debt instrument. Financial guarantee contracts are recognized as a liability (with a corresponding asset) at 
fair value. 

Derecognition of financial assets and liabilities 

Financial assets 
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is 
derecognizcd when: 
• The rights to receive cash flows from the asset have expired; 
• The Group retains thc right to receive cash flows from the asset, but has assumed an obligation to pay them in fu ll 

without material delay to a third party under a "pass through" arrangement; or 
• The Group has transferred its rights to receive cash flows from the asset and either has transferred substantially all 

the risks and rewards of the asset or has neither transferred nor rctained substantially a ll the risks and rewards of 
the asset, but has transferred control of the asset. 

Finallcial liabilities 
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expi res. 

Provisions 
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result ofa past event, it 
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a 
reliable estimate ean be made of the amount of the obligation . When the Group expects some or all of a provision to 
be reimbursed, for example under an insurance contract, the reimbursement is recognized as a separate asset but only 
when the reimbursement iSi virtually certain. The expenSie relating to any provision iSi presented in the cOIlSiolidated 
income statement net of any reimbursement. If the effect of the time value of money is material, provisions are 
discounted using a current pre-tax rate that refl ects, where appropriate, the risks specific to the liabil ity. Where 
discounting is used, the increase in the provision duc to the passage of time is recognized as a borrowing cost. 

Post employment benefits 
The Group has a defined benefit plan (staff severance fu nd) to provide certain post employment benefits to Italian 
employees following tennination from the Group_ Italian employees may choose to participate in an unfunded plan 
within the Group or transfer their plan balance to independent external funds. These benefits are funded only to the 
extent paid to the external funds. The cost of providing benefi ts under the plan is determined using the projected unit 
credit actuarial valuation method. Actuarial gains and losses are immediately recognized in the consolidated incom e 
statement. The defined benefit liability represents the present value of the Group's defined benefit plan obligation. 
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2.S Summary of significant accounting policies (continued) 

Share-based payment transactions 
Employees ofthe Group may receive remuneration in the form of share-based payment transactions, whereby 
employees render services as consideration for equity instruments ("equity-settled transactions"). The cost of equity
settled transactions with employees is measured by reference to the fair value al the date on which they are granted. 
The fai r value is determined using a binomial model, further details of which are provided in Note 26. 

The cost of equity-settled transactions is recognized, together with a corresponding increase in equity, over the period 
in which the perfonnance and/or service conditions are fulfilled , endi ng on the date on which the relevant employees 
become fully entitled to the award ("vesting date'?' The cumulative expense recognized for equitywsculed transactions 
at each reporting date until the vesting date reflects the extent to which the vesting period has cxpired and the Group's 
best estimate of the number of equity instruments that .... 'ill ultimately vest. The income statement charge or credit for 
a period represents the movement in cumulative expense recognized as of the beginning and end of that period . No 
expense is recognized for awards that do not ultimately vest. 

Where the terms of an equitywsettled award are modified, at a minimum, an expense is recognized as ifthc terms had 
not been modified. In addition, an expense is recognized for any modification that increases thc total fair value o f the 
share-based payment arrangement or is otherwise beneficial to the employee as measurcd at thc date of modification. 

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and allY expense 
not yet recognized for the award is recognized immediately. However, if a new award is substituted for the cancel led 
award, and designated as a replacement award on the date that it is granted, the cancelled and new awards are treated 
as if they were a modification ofthe original award, as described in the previous paragraph. 

The dilutive effect of outstanding options is reflected as addi tional share dilution in the computation of earnings per 
share, further details of which are provided ill Note 24. 

Leases 
The detennination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at 
inception date of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets or the 
arrangement conveys a right to usc the asset. A rcassessment is made after inception of the lease only if one of the 
fo llowing applies: 
I) There is a I.;httllge ill oolltn1ctual h:nn:), otln:r thiiIl a renewal or extension of the arrangement; 
2) A renewal option is exercised or extension granted, unless the lenn of the renewal or extension was initially 

included in the lease term; 
3) There is a change in the determination of whether ful fi llment is dependcnt on a specified asset; o r 
4) There is a substantial ch~nge to the asset. 

When a reassessment is made for scenarios I, 3 or 4 above, lease accounting commences or ceases from the date when 
the change in ei reum!>tanec!\ gave ri!\e to the reasscs!\menl. When a reassessment is made for scenario 2 above, lease 
accounting commcnces o r ceases at thc date of renewal or extension period . 

For arrangements entered into prior to January 1,2005, the datc of inception is deemed to be January 1, 2005 in 
accordancc with the transit ional requirements of IFRIC 4. 
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2.5 Summary of significant accounfing policies (co ntinued) 

Operating leases 
Operating lease payments are recognized as an expense in the consolidated income statement on a straight line basis 
over the lease term. 

Finallce leases 
Finance leases, which transfer to the Group substantially all the risks and bencfits incidental to ownership of thc 
leased item, are capitalized at the inception ofthe lease at the fair value of the leased property or, iflower, at the 
present value of the minimum lease payments. Lease payments are apportioned between the finance charges and 
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance ofthc liabi lity. 
Finance charges are charged directly against income. 

Capitalized leased assets are depreciated over the shorter of the estimated uscfullife oflhe asset and the loase tonn, if 
there is no reasonable certainty that the Group will obtain ownership by the end of the lease term. 

Revenue recognition 
Revenue is recognized to the extent that it is probable the economic benefits associated with the transaction will flow 
to the Group and the amount of revenue can be reliably measured. Revenue is measured at the fair value of the 
consideration received, excluding discounts. Specific recognition cri teria must also be met bcfore revenue is 
recognized as discussed below. 

Lottery aud gaming transaction pl'ocessing services 
We generally conduct our lottery and gaming business under three types of contractual arrangements: Operating 
Contracts, Facil ities Management Contracts and Product Sales Contracts. 

Operating cnntrucls 
Certain of our revenue, primarily revenue from Italian operations, are derived from operating contracts. Under 
operating contracts, we manage all the activities along the lottery value chain including collecting wagers, paying out 
prizes, managing all accounting and other back-office functions, running adverti si ng and promotions, operating data 
transmission networks and processing centers, training staff, providing retailers with assistance and supplying 
materials for the gamc. Fees earned under operating contracts are recognized as revenue in the pcriod earned and a re 
classified as serviee revenue in our consolidated income statements when all of the following critcria are met: 
• Persuasive evidence of an arrangement exists, which is typically when a customer contract has been signed 
• Services havc been rendered 
• Our fee is dcemed to be fixed or dctenninable and free of contingencies or significant uncertainties 
• Collcctibility is reasonably assured 
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2.5 Summary of significant accounting policies (continued) 

Facilities management contracts 
A substantial portion of our revenue is derived from faci li ties management contracts, under which we construct, 
install, operate and retain ownership of the online lottery system ("lottery system"). These contracts generally provide 
for a variable amount of monthly or weekly service fees paid to us directly from the lottery authority based on a 
percentage of a lottery's gross online and instant ticket sales or a percentage of net machine income. Fees earned 
under facilities management contracts are recognized as re·venue in the period earned and are classified as service 
revenue in our consolidated income statements when all of the following criteria arc met: 
• Pen;uasi\'e evidence of an arrangement exists, which is typically when a customer contract has been signed 
• Services have been rendered 
• Our fcc is deemed to be fixed or detcnninable and free of contingencies or significant uncertainties 
• Coilectibility is reasonably assured 

In instances where customcr acceptance of the product or system is required, revenue is deferred until all the 
acceptance criteria have been met. 

Product sales contracts 
Under product sales contracts, we construcl, sell, deliver and install a turnkey lottery system or deli ver lottery 
equipment, and license the computer software for a fixed price, and the lottery authority subsequently operates the 
lottery system. Product salc contracts generally include customer acceptance provisions and general customer rights 
to tcrminate the contract if we are in breach of the contract. 

Because product sales contmcts include significant eustomization, modification and other services prior to customer 
acceptance that arc considered essential to the lottery software inherent in our lottery systems, revenue is recognized 
upon customer acceptance as long as the cost to deliver remaining obligations to the customer can be reasonably 
estimated. Upon revenue recognition, sufficient revenue is deferred associated with estimated costs to deliver 
remaining obligations to the customer. Amounts due to us and costs incurred by us in constructing the lottery system 
prior to customer acceptance are deferred. We recognize losses, if any, on fixed price contracts when the amount of 
the loss is probable and determinable. Revenue attributable to the lottery system is classified as product sales in our 
consolidated income statements and is recognized upon customer acceptance as long as there arc no substantial doubts 
regarding collectibility. 

Revenues attributable to any ongoing services provided subsequent to customer acceptance arc classified as service 
revenue in our consolidated income statements in the period earned . 

In certain product sale contracts (primarily the stand alone sale oflottery or video lottery terminals and software 
deliverables that do not involve significant customization of software) we are not responsible for installation and we 
recognize revenue when all of the following criteria are met: 
• Persuasive evidence of an arrangement exists, which is typically when a customcr contract has been signcd 
• Tht: product has been deli ... ered 
• Our fee is deemed to be fi xed or determinable and free of contingencies or significant uncertainties 
• Collectibility is reasonably assured 

In instances where installation and/or customer acceptance of the product is required, revenue is deferred until 
installation is complete and any acceptance criteria havc been met. 
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2.5 Summary of significant accounting policies (continued) 

OUf typical payment terms under product sale contracts include customer progress payments based on specific 
contract milestones with final payment due on or shortly after customer acceptance. We generally do not offer our 
customers payment terms that extend substantially beyond customer acceptance. In the rare case we provide a 
customer with extended payment (enns, we defer revenue equal to the amount oflhe extended payment until it is 
received . 

Non-lottery transaction processing services 
We offer high-volume transaction processing services outside of our core market of providi ng online lottery services 
thal consist of the acquiring, processing and transmission of commercial non-lottery transactions. Such transactions 
include bill payments, electronic tax payments, utility payments, prepaid cellular telephone recharges and retail-based 
programs. 

We earn a fee for processing conunercial non-lottery transactions that is transaction-based (a fixed fee per transaction 
or a fce based on a percentage ofmonctary volume processed). We recognize these fees as service revenue at the time 
a transaction is processed based on the net amount retained. 

Deferred revenue and liqu idated damage assessments 
Amounts received from customers in advance of revenue recognition are recorded in other current liabilities in our 
consol idated balance sheets. We record liquidated damage assessments, which are penalties incurred due to a fa ilure 
to meel specified deadlines or pcrfomlance standards, as a reduction of revenue in the period they become probable 
and estimabJe. 

Income taxes 

Current iI/come tax 
Current income tax assets and liabil ities for the current and prior periods arc measured at the amount expected to be 
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those 
that are enacted or substantively enacted by thc balance sheet date. 

Deferred ilJcome tux 
Deferred income tax is provided using the liability method on temporary differences at the balance sheet date belween 
thc tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

Deferred tax liabilities are recognized for all taxable temporary differences, except: 
• Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a 

transaction that is not a business combination and, at the time of the transaction, affects neither the accounting 
profit nor taxable profit or loss; and 

• In respect of taxable temporary differences associated with investments in subsidiaries. associates and interests in 
joint ventures, where the timing of the reversal of the temporary differences can be contro lled and it is probable 
thai the temporary differences will not reverse in the foreseeable future. 
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2.5 Summary of significant accounting polici~ (continued) 

Deferred income tax assets are recognized for all deductible temporary differences, carry-forward ofullused tax 
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which the 
deductible temporary differences, and the carry-forward ofunuscd tax credits and unused tax losses can be utilized 
except 
• Where the deferred income tax asset relating to the deductible temporary difference arises from the initial 

recognition of an asset or liability in a transaction that is not a business combination and, at the time oflhe 
transaction, affects neither the accounting profit nor taxable profit or loss; and 

• In respect of deductible temporary differences associated with investments in subsidiaries, associates and interests 
in joint ventl,lres, deferred lax assets are recognized only to the extent that it is probable that the temporary 
differences will reverse in the foreseeable future and taxable profit will be available against which the temporary 
differences can be utilized. 

The carrying amount of deferred income 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 deferred income 
tax asset to be utilized. Unrecognized deferred income tax assets are reassessed at each balance sheet date and are 
recognized to the extent that it has become probable that future taxable profit will allow the deferred tax asset to be 
recovered. 

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the 
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively 
cnactcr! at the balance sheet nate 

Income tax relating to items recognized directly in equity is recognized in equity and not in the income statement. 

Derivative financial instruments and hedging 
The Group uses derivativc financial instruments such as forward currency contracts and interest rdte swaps to hcdge 
its risks associated with foreign currency and interest rate fluctuations. Such derivative fina ncial instruments arc 
initially recognized at fai r value on the date on which a derivative contract is entered into and are subsequently 
remeasured at fair value. Derivatives are carried as assets when thc fair value is positive and as liabilities when the 
fa ir value is negati vt:. 

Any gains or losses arising from changes in fai r value on derivatives thai do not qualify for hedge accounting are 
recognized in the consolidated income statements. 

The fair value of forward currency contracts is calculated by reference to current forward exchange rates for contracts 
with similar maturity profiles. The fair value of interest rate swap contracts is detennined by reference to market 
values for similar instruments. 

For the purpose of hcdge accounting, hedges afC classified as: 
• Fair value hedges when hedging the exposure to changes in the fair value of a recognized asset or liability; 
• Cash flow hedges when hcdging exposure to variability in cash flows that is either attributable to a particular risk 

associated with a recognized asset or liabi lity or a forecast transaction; or 
• Hedges of a nct investment in a foreign operation 
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2.5 Su mmary of significant accounting policies (continued) 

Allhc inception of a hedge relationship, the Group fonnally designates and documents the hedge relationship to which 
the Group wishes to apply hedge accounting and the ri"k management objective and strategy for undertaking the 
hedge. The documentation includes identification of the hedging instrument, the hedged item or transaction, the 
nature of the risk being hedged and how the entity will assess the hedging instrument's effectiveness in offsetting the 
exposure to changes in the hedged item's fai r value or cash flows attributable to the hedged r isk. Such hedges are 
expected to be highly effective in achieving offsctting changes in fai r value or cash flows and are assessed on an 
ongoing basis to detennine that they actually have been highly effective throughoul lhe financial reporting periods for 
which they were designated. 

Hedges which meet the strict criteria for hedge accounting are accounted for as follows: 

Fair l'U/liC hedges 
Fair val ue hedges are hcdges of the Group's exposure to changes in the fair value of a recognized asset or liability or 
an unrecognized firm commitment, or an identified portion of such asset. liability or firm commitment, that is 
attributable to a particular risk and could affect profit or loss. For fai r value hedges, the carrying amount of the 
hedged item is adjusted for gains and losses attributable to the risk being hedged, the derivative is remeasured at fair 
value and gains and losses from both are recognized in the consolidated income statements. 

The Group discontinues fa ir value hedge accounting if the hedging instrument expires or is sold, terminated or 
exercised, the hedge no longer meets the criteria for hedge accounting or the Group revokes the designation. 

Cush flow hedges 
Cash flow hedges arc hedges of the exposure to variability in cash flows that is attributable to a particular risk 
associated with a rceognized asset or liability or a highly probable forecast transaction and coul d affect profit or loss. 
The effective portion of the gain or loss on the hedging instrument is recognized directly in equity. while the 
ineffective portion is recognized in the consolidated income statements. 

Amounts taken to equity are transferred to the consolidated income statement when the hedged transaction affects 
income or loss, such as when hedged fi nancial income or fi nancial expense is recognized or when a forecast sale or 
purchase occurs. 

I f the forecast transaction is no longer expected to occur, amounts previously recognized in equity are transferred to 
the consolidated income statement. lfthe hedging instrument expires or is sold, termi nated or exereised without 
replacement or rollover. or if its designation as a hedge is revoked, amounts previously recognized in equity remain in 
equity until the forecast transaction occurs. If the related transaction is not expected to occur, the amount is 
recognized in the consolidated income statement. 

Hedges of a net it/vestment in a foreign operation 
Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is accounted for as part 
of the net investment, are accounted fo r in a way similar to cash flow hedges. Gains or losses on the hedging 
instrument relating to the effective portion of the hedge are recognized directly in equity while any gains or losses 
relating to the ineffective portion are recognized in the consolidated income statements. On disposal of the foreign 
operation, tbe cumulati ve value of any such gains or losses recognized directly in equity is transferred to the 
consolidated income statement. 
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3. Business combinations and acquisition of minority interests 

Acquisitions in 2007 

Acquisition of Creative Games International 
On February 1, 2007, we acquired substantially all the assets of Creative Games lnternational, Inc. ("eGI"), a 
provider of instant lottery tickets for the global lottery industry for a cash purchase price ofUS$4 .4 million (£3.4 
million at the February 1, 2007 transaction date) . The results orCGI 's operations, which were nol material to the 
income of the Group, have been included in the consolidated financial statements since that date. 

The cash outflow associated with the acquisition is summarized as follows (in thousands of euros): 

Purchase price 
Acquisition costs 
T oml acquisition cost 
Net cash acquired 

Net cash outflow 

Acquisition of Finsoft Limited 

(3.395) 
(Ii) 

(1 ,406) 
46 

(3,360) 

On July 2, 2007, we acquired Finsofi Limi ted ("Finsoft"), a provider ofrcal-time transaction and information 
management systems for the commercial sports-betting market for a cash purchase price of£29.6 million (€43 .9 
million at the July 2, 2007 transaction date). In addition, if certain performance targets are met, contingent 
consideration of up to fll.5 million (€15.5 million at the December 31 , 2007 exchange rate) and £18.5 mill ion (€24.9 
mi llion at the December 31,2007 exchange rate) may be paid during 2008 and 2010, respectively. The results of 
Finsoft's operations, which were not material to the income oflhe Group, have been included in the consolidated 
fi nancial statements since July 2, 2007. 

The cash outflow associated with the acquisition is summarized as follo\lo'5 (in thousands of euros): 

Purchase price 
Present value of contingent consideration 
Acquisition costs 
Working capital adjustment 

Total acquisition cost 
Present value of contingent consideration 
Working capital adjustment 
Net cash overdraft acquired 

Net cash outflow 
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(43,891 ) 
(20,805) 

(1 ,175) 
1,019 

(64,852) 
20,805 
(1 ,019) 

(24) 
(45,090) 
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3. Business combinations and acquisition of minority interests (contin ued) 

Acquisition o/a Brunch ofGruppo Sigma 
On December 17, 2007, we completed the acquisition of a branch of Gruppo Sigma that is engaged in the gaming 
solutions business for a purchase price of€2.8 million. The results of Gruppo Sigma's operations, which were not 
material to the income of the Group, have been included in the consolidated financial statements since that date. The 
purchase price was paid as follows (in thousands ofcuros): 

Accounts receivable from Gruppo Sigma 
Accounts payable to Gruppo Sigma 

Non-cash purchase price 
Cash purchase price (including acquisition costs) 
Total purchase price 

(3,762) 
1, 131 

(2,631 ) 
(2 16) 

(2.S47) 

The CGl, Finsoft and Gruppo Sigma acquisitions effected during 2007 arc individually immaterial to the Group. The 
£71.1 million aggregate cost ofthese acquisitions is allocated as follows (in thousands of euros): 

Goodwill (Note 7) 
Intangible assets, net (Note 8) 
Net all other assets, liabilities and contingent liabilities 
Total cost ofaequisition!' 

48,066 
27.848 
(4.855) 
71,059 

The goodwill recognized fo r the Finsoft and CGI acquisitions is attributable to the expected synergies and other 
benefits from combining their assets and activities with the Group. 

Acquisitions slIbscque.nt to December 31, 2007 

On January 31, 2008, we acquired a 50% controll ing interest in the Atronie group of companies ("Atronie") owned by 
Paul and Michael Gauseimann for the €20 million advance payment previously paid into escrow in October 2006. 
Atronic is a video gaming machine manufacturer and also develops video machine games and customized solutions 
for dynamic gaming operations. Sec Note 3 1 for further details. 

As of March 5, 2008, we acquired 46.3 million shares of Boss Media for SEK 1.2 billion (€124.0 million), 
representing an approximatel y 8 1 % ownership in Boss Media. Boss Media is a leading developer of ilUlovative 
software and systems for digitally-distributed gaming entertainment. See Note 34 for further details. 

Because we have not obtained all the relevant information needed to value the Alronie acquisition, and the purchase 
of shares of Boss Media is ongoing during the fi rst quarter of2008, it is impractical for the Group to disclose all the 
infonnation related to these acquisitions as required by IFRS 3. 
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3. Business combinations and acquisition of minority interests (continued) 

Acquisitions in 2006 

Acquisition a/GTECH Holdings Corporation 
On August 29, 2006, we acquired 100% of the voting shares ofGTECH, a leading gaming and technology services 
company for approximately €3.S billion, excluding the assumption of debt. The acquisition has been accounted for 
using the purchase method of accounting. The 2006 consolidated fi nancial statements include the results of GT ECH 
for the four month period from the acquisition dale. 

The fo llowing table summarizes the fair values ofGTECH's assets acquired and liabilities (includ ing contingent 
liabilities) assumed at the date of the acquisition (in thousands of euros): 

Systems, equipment and other assets relating to contracts, net 
Property, plant and equipment, net 
Goodwill 
Intangible assets, net 
Deferred income taxes 
Other non-current assets 
Current assets 

Total Assets Acquired 

Long-term debt, less current portion 
Deferred income taxes 
Other non-current liabilities 
Current liabili ties 

Total Liabilities Assumed 
Net assets 
Goodwill arising on acquisition 

Total Acquisition cost 

Fair 
Value 

743,378 
68,529 

871,367 
106,962 
45,745 

452,539 
2,288,520 

411,429 
531 ,116 
172,773 
282,890 

1,398,208 
890,312 

2,626,695 
3,517,007 

Carrying 
Value 

578,070 
56,805 

258,923 
39,579 
92,765 
47,001 

482,930 
1,556,073 

402,337 
138,618 
147,202 
286,831 
974,988 
581,085 

The fai r values above were finalized on AuguSl 29, 2007, one year from the acquisition date of August 29, 2006. 

The cash outflow associated with the acquisition is summarized as follows (in thou!Ulntls of curos): 

Purchase pricc 
Acquisition costs 
Total acquisition cost 
Net cash acquired 

Net cash outflow 

DOCUMENT REDACTED BY TLC -124-10 

(3,487,757) 
(29,250) 

(3,5 17,007) 
254,376 

(3,262.631) 
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3. Business combinations and acquisition of minority interests (continued) 

Prior to the acquisition ofGTECH on August 29, 2006, Loltomatica entered into foreign exchange contracts to 
mitigate its exposure to fo reign exchange rates resulting from Lottomatica's commitment to acqui re GTECH for 
US$35 per share. The euro equivalent of these foreign exchange contracts was approximately £2.1 billion. 
Lottomatica paid €69.7 million in premiums to the various financial institutions that were counterparties to the foreign 
exchange contracts. In addition, during 2006, Lottomatica incurred approximately €33.3 million of rca liz cd foreign 
exchange losses of which approximately €16.6 million related 10 cash losses on the €2. l billion of foreign exchange 
contracts and the balance of approximately €16.7 million related principally to foreign exchange losses on €849 
million of cash balances that Lottomatica converted to US dollars prior to the acquisi tion. The table below 
sununarizes. the foreign exchange loss activity during 2006 (in thousands of curos). 

Realized hedging premiums 
Realized foreign exchange losses 

Realized losses related to acquisition of GTECH 
Unrealized foreign exchange losses 

(69,(it)O) 

(3 ',2(, I) 
(102,951) 

(17.662) 
( 120.6 13) 

The 2006 fore igo exchange losses and hedging premiums were more than offset by a lower purchase price fo r 
GTECH in curos due to a significant strengthening of thc euro against the US dollar between the announcement of the 
acquisition in January 2006 and when the acquisition was completed on August 29. 2006. 

Acqllisition o/Minority Interests 
On August 1, 2006. Lottomatica purchased the remaining minori ty interest in Lottomaticaitalia Servizi S.p.A. and Sed 
Multitel S.p.A. for € 14.2 million. The excess of the purchase price over the canying value of the minority interests of 
€ IO.7 mill ion has been recorded as a charge to retai ned earnings in our consol idated statement of changes in equity. 
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4. Segment information 

The Group 's primary segment reporting fonnat is business segments because the Group's risks and rates of retum are 
affected predominately by differences in the products and services produced and provided. Secondary infomlation is 
reported geographically. The operating businesses are organized and managed separately according to the nature of 
the· products and services provided. with each segment representing a strategic business unit that offers different 
products and serves different markets. The Group is comprised of the following three business segments: 

• Lottery segment - operates and provides a full range of services, technology and products to government 
sponsored online, instant and traditional Lotteries, fixed odds sports betting, and pari-mutual betting and sports 
pools. 

• Gaming Solutions segment - provides solutions, products and services relating to video lottery terminals 
("VLTs'') and systems for VLTs and amusement with prize machines. 

• Commercial Services segment - performs high-volume transaction processing of non-lottery commercial 
transactions such as prepaid cellular telephone recharges, bill payments, electronic tax payments, utility 
payments, and retail-based programs. 

Prior to the acquisition ofGTECH on August 29, 2006, the Group was comprised of two reportable business 
segments: Games and Commercial Services. Subsequent to the acquisition, the Games segment was sepamted into the 
Lottery and Gaming Sol utions segment. 

The Group's BilJBird S.A. subsidiary, which was included in the Commercial Services segment in 2006, has been 
included in the Lottery segment in 2007 and prior year segment information has been reclassified to confonn to the 
2007 presentation. 

The Group's geographical segments are based on the location of the Group's assets. Revenues from external 
customers disclosed in geographical segments are based on the geographical location of the Group's customers. 
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4. Segment information (continued) 

The foHowing tables present revenue and operating income and certain assets and liability information regarding the 
Group's business segments: 

Year ended December 31, 2007 
Gaming Commercial 

(thousands of euros) Lotlcr:z: Solutions Services Unallocated Total 
Revenue 

Revenue from third-party customers 1.463,079 101,415 96,897 1,661,39 1 
Intercompany revenue 

Total revenue 1,463,079 101,415 96,897 1,661,39 1 

Results 
Segment operating income (loss) (a) 446,350 (8,962) 32,898 (75,363) 394,923 

As of December 31, 2007 

Assets and liabilities 
Segment assets (b) 4,509, 163 326,580 346,484 665,653 5,847,880 
Investment in associates 2,8 16 2,816 

Total assets 4,511 ,979 326,580 346,484 665,653 5,850,696 

Segmenlliabilities (b) 377,490 48,596 2 12,767 3,478,652 4,117,505 
Total liabilities 377,490 48,596 2 12,767 3,478,652 4,117,505 

Other segment inrormation 
Capital expenditures: 

Purchases of systems, equipment and 

other assets 132,347 35,386 5,684 3,835 177,252 
Purchases of property, plant and 
equipment 2,4 17 1,492 9,171 13,080 
Purchases of intangible assets 29,640 2,588 355 528 33,111 

lJepreciation and fixed asset write-downs 183,405 20,115 5,442 4,585 213,54 7 
Intangibles amortization and write-downs 64,245 2,545 1,508 194 68,492 
Other amortization (194) (194) 

(a) Operating income for the Commercial Services business segment includes approximately €IO.6 million from 
POLCARD. POLCARD was sold on August 1. 2007 (See Note 16 for details). Unallocated segment operating 
income (loss) represents general, administrative, and corporate expenses that relate to the Group as a whole an d 
which cannot be directly attributed or allocated to segments on a reasonable basis. 

(b) Unallocated segment assets and liabili ties arc primarily comprised of cash, deferred income taxes, debt and other 
corporate amounts that cannot be directly attributed or allocated to segments on a reasonable basis. 
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4. Segnlcnt information (continued) 

Y car ended December 3 J. 2006 
Gaming Commercial 

(thQusallds of euros) Lotte~ Solutions Services Unallocated Total 
Revenue 

Revenue from third-party customers 822,086 29,273 87,521 938,880 
Intercompany revenue 

Tolal revenue 822,086 29,273 87,521 938,880 

Results 
Segment operating income (loss) (a) 276,764 (15,735) 37,284 (79,023) 219,290 

As of December 31, 2006 

Assets and liabilities 
Segment assets (b) 4,678,287 304,493 396,114 727,821 6.106,715 
Assets of disposal group classified as 
held for sale 329,348 329,348 
Investment in associates 6,889 6,889 

Total assets 4,685,1 76 304,493 725,462 727,821 6,442,952 

Segment liabilities (b) 492,670 55,934 253,930 3,64 1,099 4,443,63 3 
Liabi lities di rectly associated with the 
assets classified as held for sale 125,703 125,703 

Total liabilities 492,670 55,934 379,633 3,641 ,099 4,569,336 

Other segment informatio n 
Capital expenditures: 

Purchases of systems, equipment and 
other assets 52,292 12,639 8,298 14,932 88, 161 
Purchases of propcrty, plant and 
equipment 688 35 ,265 35,954 
Purchases of intangible assets 55,310 661 2,031 4,378 62,380 

Depreciation and fixed asset write~downs 81,678 7, 125 5,490 9,699 103,992 
lntangibles amortization and write-downs 23,325 2,107 1,397 5,723 32,552 
Other amortization (7 1) (71) 

(.) Operating income for the Commercial Services business segment includes approximately €5A million from 
POLCARD. Unallocated segment opcmting income (loss) represents general, admi nistrative, and corporate 
expenses that relate to the Group as a whole and which cannot be directly attributed or allocated to segments on a 
reasonable basis. 

(b) Unallocated segment assets and liabilities are primarily comprised of cash, deferred income taxes, debt and other 
corporate amounts that cannot be directly attributed or allocated to segments on a reasonable basis. 
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4. Segment information (continued) 

The following tables present revenue, asset, and capital expendirurc infonnation regarding the Group's geographical 
segments: 

Year ended December 31, 2007 

(thousands of euros) 
Revenue 
Revenue from third·party 
customers 
Intercompany revenue 

Total revenue 

As of December 31, 2007 

Other segment information 

Segment assets 

Capital expenditures: 
Purchases of systems, 
equipment and other 

assets 
Purchases of property , 
plant and equipment 
Purchases of intangible 
assets 

North 
America 

520,794 

520,794 

2,383 ,550 

98,560 

3,909 

1,214 
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EUTopeand 
Africa 

1,049,109 

1,049,109 

2,409,710 

62,421 

3 1,897 

Latin Asia 
America Pacific Unallocated Total 

81,529 9,959 1,661 ,391 

81,529 9,959 1,661,391 

314,536 77,247 665,653 5,850,696 

12,912 3,359 177,252 

9,171 13,080 

33, III 
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4. Segmt"nt info rmation (continued) 

Year ended December 31 , 2006 

North Europe and Latin Asia 
(thousands of euros) America Africa America Pacific Unallocated Total 
Revenue 
Revenue from third-party 
customers 167,277 735,231 28,486 7,886 938,880 
Intercompany revenue 

Total revenue 167,277 735,231 28,486 7.886 938,880 

As of December 31, 2006 

Other segmenr informaUon 

Segment assets 2,593,726 2,359,085 323,244 109,728 727,821 6,113,604 
Assets of disposaJ group 
classified as held for sale 3291348 329,348 
Total assets 2,593,726 2,688,433 323,244 109,728 727,821 6,442,952 

Capital expenditures: 
Purchases of systems, 
equipment and other 

assets 23,997 52 ,482 7,425 3,250 1,007 88,1 61 
Purchases of property, 
plant and equipment 689 35,265 35,954 
Purchases of intangible 
assets 59 62,321 62.380 
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4. Segment information (continued) 

Countries included in our geographical segments arc as follow5: 

Nonh Europe and Latin Asia 
America Africa America Pacific 

United States Belgium Anguilla Australia 
Canada Czech Republic Antigua and Barbuda China 

DClUnark Argentina New Zealand 
France Barbado:;:; Singapore 
Gcnnany Bennuda Sri Lanka 
Ireland Brazil Taiwan 
Israel Chile Thailand 
Italy Colombia 
Lithuania Guatemala 
Luxembourg Jamaica 
Morocco Mexico 
Netherlands Puerto Rico 
Poland S1. Ki tts 
Portugal 81. Maarten 
Slovak Republic Trinidad and Tobago 
South A fri ca Tlirks and Caicos 
Spain US Virgin Islands 
Sweden 
Turkey 
Uruted Kingdom 
Ukraine 
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5. Systems, equipment and other assets related to contracts, net 

Land and Terminals Furniture and Contracts 

(thousands of euros) Bui ldin~ and Systems E9ui2menl in Pros:ress Total 

Net book value 
Balance at Jammry 1, 2006 17.745 102,587 2,676 35,240 158,248 

Acquisition ofGTECH (Note 3) 579 634,625 53,432 55,744 744,380 
Additions 3,284 38,438 2,283 44,156 88,161 
Depreciation and write-downs (2,414) (92,186) (5,855) (222) ( 100,677) 
Disposals (4) (6,987) (235) (32) (7,258) 
Disposal group held for sale (5,909) (9,952) (2,631) (18,492) 
Foreign currency translation (17) (17,184) (534) (1,124) (18,859) 
Transfers and other 242 83,522 3,148 (86525) 387 
Balance at December 31, 2006 19,4 15 736,906 44,963 44,606 845,890 

Acquisition ofeGI (Note 3) 1,286 1,286 

Acquisition of Finsoft (Note 3) 162 55 217 
Acquisition of GTECH (Note 3) (1,002) (1,002) 
Additions 3,843 44,208 10,013 119,188 177,252 
Depreciation and v,7ite-downs (3,000) (186,947) (13,572) ( 11 5) (203 ,634) 
Disposals (7,794) (2,01 2) (615) (10,421) 
Foreign currency translation (55) (60,745) (3,234) (3,688) (67,722) 
Transfers 118,743 5,390 (123,965) 169 
Othcr (1 ,606) (169) (1 ,775) 
Balance at December 31, 2007 20,204 641 ,925 42,720 35,4 11 740,260 

Balance at December 31, 2006 

Cost 28,9 18 1,003,265 54,347 44,606 1,131,136 

Accumulated depreciation (9,503) (266,359) ~9,3'4) (285,246) 
Nct book value 19,4 15 736,906 44,963 44,606 845,890 

Balance at December 31, 2007 

Cost 32,702 1,068,658 61, 180 35,41 1 1,197,951 

Accumulated depreciation (12,498) (426,733) (18,460) (457,69 1) 
Ne( book value 20,204 64 1,925 42,720 35,411 740,260 

During 2007 and 2006, the Group rccorded asset impainncnt charges of€8.2 million (€5.4 million related to the 
Lottery scgmcnt and €2.8 million related to the Gaming Solutions segment) and €6.3 million (related to the Lottery 
segmcnt), respectively, relating primarily to underperfonning contracts. The basis for these impainncnt charges was 
our estimate of the futu re discountcd cash flows cxpected to be generated from the use of those assets compared to 
their net book value. Thc discounted cash flow projections weTC less than the net book value, indicating impainnent. 
The asset impainnent charges are included in depreciation, amortization and write-downs in our consolidated income 
statements. 
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6. Property, plant and equipment, net 

Land and Furniture and Construction 
(thousands of euros) Buildin~s E9ui~ment in Pro~Fess Total 
Net book value 

Balance at January I, 2006 

Acquisition ofGTECH (Note 3) 40,840 17,975 9,71' 68,529 

Addltions 21,799 1,357 12,798 35,954 

Depreciation and write-downs (730) (2,585) (3,315) 

Disposals (31,482) (889) (488) (32,859) 

Foreign currency translation (596) (587) (505) (1,688) 

Transfers and other (II) 15,263 (15,252) 

Balance at December 31, 2006 29,820 30,534 6,267 66,621 

Additions 327 4,378 8,375 13,080 

Depreciation and write·downs (2,066) (7,847) (9,913) 

Disposals (45) (191) (236) 

Foreign currency translation (3, 105) (3, 199) 101 (6,203) 

Transfers 5,169 6,471 (11,809) (169) 

Other (20) PI) (5 1) 
Balance at December 31, 2007 30,080 30, 115 2,934 63.129 

Balance at December 31, 2006 

Cost 30,274 32,887 6,267 69,428 

Accumulated depreciation (454) (2,353) (2,807) 

Net book value 29,820 30,534 6.267 66,621 

Balance at December 31 , 2007 
Cost 32,488 39,535 2,934 74,957 

Accumulated depreciation (2,408) (9,420) ( 11 ,828) 

Net book value 30,080 30,1 15 2,934 63,129 
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7. Goodwill 

(thousands of euros) 

Balance at beginning of year 
Acquisitions (Note 3): 

GTECH 
Finsoft 
CG I 

Adjustments: 
Subsequent changes in fair value of contingclltliabilities 
Foreign currency translation 
Revisions to fa ir value ofGTECH assets and liabilities acquired 
Goodwill associated with disposal group (Note 16) 

Balance at end of year 

December 31. 
2007 2006 

2,972,496 

46,967 
1,099 

48,066 

(22,957) 
(246,93 1) 

1~ ,257 

24,255 
(227,376) 

2,793, 186 

663,613 

2,608,438 

2,608,438 

(8,491) 
(75,268) 

(215,796) 
(299,555) 

2,972,496 

Goodwill related to the Finson acquisition is p rovisional as the cost of the acquisition includes contingent 
consideration. 

Changes to pre-acquisition contingent income tax liabili ties resulti ng from a change in estimate or settlement with tax 
authorities arc applied to reduce the remaining balance of goodwill relating to acquisitions. 

The €24.3 miJlion adjustment to goodwill associated with disposal group "'3.S principally due to the fina lization of the 
purchase price on March 30, 2007 of the sale of POL CARD S.A. to First Data International fo r US$325 million 
(€237.8 million at the August 1,2007 exchange rate). 

The Group reviews goodwill for impai rment annually, during its fo urth quarter ending on December 31, or more 
frequently if events or changes in circumstances indicate thai the carrying value may be impaired. 
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8. Intangible assets, net 

(thousands of euros) 

Balance at beginning of year 

Intangible assets acquired during the year: 
Purchase business combination related: 

Customer conlracts 
Trademarks 
Capitalized computer softwdre 
Proprietary hardware 
Patents 
Licenses 
Other 

All other intangible assets acquired: 
Sports betting rights and horse racing betting rights 
Patents 
Concessions and licenses 
Other 

Total intangible assets acquired 
Foreign currency translation 
Revisions to fair value ofGTECH assets and liabilities acqui red 
Intangible assets included in disposal group 
Amonization and write-downs 
Balance at end of year 

December 31. 
2007 2006 

856,764 10,7i4 

13,875 690,843 
1.678 80,464 

11,302 72,316 
21,267 

3,675 
478 445 
5 15 11419 

27,848 870,429 

540 55,129 
3,588 5,804 
1,135 1,181 

266 
5,263 62,380 

33,1 11 932,809 
(81,708) (24,523) 

938 
(29,744) 

(68,492) {32,552) 
740,613 856,764 

Purchase business combination related intangible assets in 2007 result from the Finsoft, COl and Gruppo Sigma 
acquisitions and in 2006 result from the GTECH acquisition. 
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8. Intangible assets, net (continued) 

Intangible assets that are subject to amortization are being amortized ratably over their estimated useful1ives, with no 
estimated residual values. Certain trademarks were determined to have indefinite lives and are not subject to 
amortization. The Group expects 10 make usc of the trademarks on existing and futu re business, and no economic. 
legal or contractual limitation of thei r useful lives is anticipated. The following tables present detailed information for 
intangible assets. 

As of December 31 . 2007 
Weighted Average Gross Net 

Amortization Carrying Accumulated Carrying 
(thousands of euros) Period !.rears} Amount Amortization Amount 
Subject to amortization 
Customer contracts 14.1 584,386 60,288 524,098 
Capitalized computer software 11.8 72,710 9,637 63,073 
Sports betting rights and horse 
racing betting rights 9.0 56,033 3,463 52,570 
Proprietary hardware 14.0 18,477 1,779 16,698 
Patents 3.0 58,577 51 ,664 6,913 
Concessions & licenses 3. 1 12,760 10,029 2,731 
Other 11.0 5,31 3 21°5 1 3,262 

808,256 138,91 1 669,345 
Not subject to amortization 
Trademarks 7 1,268 71,268 

879,524 138,9 11 740,613 

94 

DOCUMENT REDACTED BY TLC -12-4-10 



GRUPPO 

L0~ 
2007 Annual Report 

LOrrOMATICA GROUP AN D SUBSIDIARI ES 

NOTES TO TH E CONSOUDATED FINANCIAL STATK\1 ENTS 

8. Intangible assets, net (continued) 

As of December 31. 2006 
Weighted Average Gross Net 

Amortization Carrying Accumulated Carrying 
(thousands of euros) Period {Years) Amount Amortization Amount 
Subject to amortization 
Customer contracts 14.0 670,91 0 18,997 651,913 
Capitalized computer software 12.7 70,229 2,452 67,777 
Sports betting rights and horse 
racing betting righl<; 9.0 55, 129 55 ,1 29 
Proprietary hardware 14.0 20,653 513 20, 140 
Patents 3.0 56,1 80 46,022 10,158 
Conussions & licenses 3. 1 10,1 91 8,538 1,65 3 
Other 14.3 2,383 559 1,824 

885,675 77.08 1 808,594 
Not subj ect to amortization 
Trademarks 77,91' 77,91 4 

963,589 77.08 1 886,508 
Intangible assets included in disposal group (30,238) (494 ) (29,744) 

933,351 76,587 856,764 
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9. Impairment testing of goodwill and intangibles with Indefinite lives 

Goodwill acquired through business combinations and trademarks has been allocated to three groups of cash generating 
units for impaimlent testing as follows: 

• Lonery 
• Gaming Solutions 
• Commercial Scrvices 

Italian operatlons 
The recoverable amounts for the Lottery and Conunereial Services cash generdting units have been determined based 
on a value in use calculation using cash flow projections based on financial forecasts approved by senior managcment 
covering a period of approximately nine and five years, respectively, which is based on the weightcd avcrage 
contractuaiiife of customer contracts in Loltomatica's portfolio. Cash flo\lo'S beyond the five year pcriod were 
extrapolated using a gro\lo1h rate of3 .25% and 3.0% fo r the Lottery and Commercial Services cash-gcncrating units, 
respectively. which were based on historical trends and expected future perfonnance. 

GTECH operations 
The recoverable amounts for the Lottery and Gaming Solutions cash generating units have been determined based on 
a value in use calculation using cash flow projections bascd on financ ial forecasts approved by senior management 
covering a period of six years which is based on the weighted average contractual life of customer contracts in 
GTECH's portfolio. Cash flows beyond the six year period were extrapolated using growth rates of3.5% for both of 
these cash-generating units, which were based on historical trends and expected future performance. 

Carrying amount of goodwill and trademarks at December 31 

Goodwill Trademarks 
(thousands oj euros) 2007 2006 2007 2006 

Lottery 2,447,729 2,6 16,467 68,075 74,346 
Gaming Solutions 125,359 \35,93 I 3,193 3,568 
Commercial Services 2201098 220,098 

2,793,186 2,972,496 71,268 77,91 4 

Key assumptions used in the value in use calculation of Lottery, Gaming Solutions and Commercial Sen-ices 
units for December 31, 2007 and 2006 

The calculation of value in usc for the Lottery, Gaming Rolutions and Commercial Services cash-generating uniL'> arc 
most sensitive to the following key assumptions on which management has based its cash flow projections to 
undertake impairment testing of goodwill and trademarks. 

Service revenue and related profit 
Projectcd cash flows from service revenue assumes the continuation of recent historical trends adjusted for expected 
new contract wins, anticipated contract renewal pricing pressures, and the expected impact o f sales and marketing 
initiatives that are being developed or expected to be developed. 
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9. Impairment testing of goodwill and intangibles with indefinite lives (continued) 

Product sales and related profit 
Projected cash flows from product sales assumes renewal orders from existing customers in connection with known 
upcoming procurements, along with orders from new or developing customers and markets at selling priCtlS general I y 
in line with historical experiences adjusted for expected competitive pressures. 

Discount rate 
Discount rates reflect management's estimate of the risks specific to each cash-generating unit and is the benchmark 
used by management to assess operating perfonnance. The pre-tax discount rates applied to the cash flow projections 
for the Lottery, Gaming Solutions and Conunercial Services cash-generating units were as follows: 

Lottery 
Gaming Solutions 
Commercial Services 

Italy GTECH 

10.311/0 

11.5% 

8.8% 
7.5% 

Growth rate used to extrapolate cash flows beyond the forecast period 
Growth rates arc based on historical trends and expected future performance. 

Management believes that any reasonably possible change in any ofthe key assumptions on whieh the Lonery, 
Gaming Solutions and Commercial Services unit 's recoverable amount is based would not cause the unit's carrying 
amount to exceed its recoverable amount. 
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10. Other assets (non-eu rrent and current) 

(chousands of euros) 
Other non-eurrent assets 

Share of non-current assets of joint ventures 

Long-term customer receivables 

Deposits 

Sales-type lease receivables 

Long-term prepaid expenses 
Refundable performance deposit 
Other 

(lhol/sands of euros) 

Other current assets 
Other tax receivables 
Contract receivables 

Prepaid expenses 

Value-added tax. recei vable 

Other receivables 

Refundable p<:rformance deposit 
Other 
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December 3 I • 
2007 

22,905 

5,415 

2,780 

2,362 

1,194 

493 

1,244 
36,393 

December 31, 

2007 

12,755 

9,739 

8,536 

7,279 

5,903 

1,359 

4,274 

49,845 

2006 

17.529 

7,769 

2,935 

53 

895 

2,276 

2,220 

33.677 

2006 

5,407 

13,715 

11,869 

11 ,035 

536 

6,074 

3,137 

51 ,773 
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1 t. Financial instruments 

Fair values 
Set out below is a comparison by class of the carrying amounts and fair values of our financial instruments. 

December 31. 2007 December 31 . 2006 
Call)'ing Fair Carrying Fair 

(thousa nds of euros) Amount Value Amount Value 
Financial assets 
Cash and cash equivalents 

Cash and cash equivalents 434,065 434,065 396,617 396,6 17 
Disposal group held for sale 4,117 4,117 

434,065 434,065 400,734 400,734 
Current financia l assets 

Brdzil cscrow 16,154 16,154 
Investment in government securities 2,015 1,982 2,014 1,98 1 
Bingo plus loan 1,000 1,000 1,000 1,000 
Thailand loan guarantee 442 442 357 357 

19,611 19,578 3,371 3,338 
Non-current fi nancial assets 

Atronic loan guarantee 5,765 5,765 5,629 5,629 
Atronie escrow 20,000 20,000 

5.765 5,765 25,629 25.629 
Financial/labilities 
Interest bearing loans and borrowings 

Senior Credit Facility 1,482,3 18 1,494,464 1,699,399 1,716,756 
Capital Securities 774,487 729,375 763,865 793,125 
4.80% Bonds 359,976 359,550 359,446 364,950 
Senior Credit Revolving Facility 7,754 7,754 
Other 8,202 8,202 8,339 8,339 

2,624,983 2,591 ,591 2,838,803 2,890,924 
Current financial liabilit ies 

Foreign currency option contracts 3,166 3.166 2,322 2,322 
Foreign currency forward contracts 464 464 199 199 
Thailand loan guarantee 442 442 357 357 
Finance lease obl igation (Note 31) 363 363 5 5 
Interest rate swaps (Note 32) 109 109 

4,544 4,544 2,883 2,883 
Non-current financial liabilities 

Finance lease obl igation (Note 31) 19.225 19,225 21 ,907 21 ,907 
Interest rate swaps (Note 32) 14 ,632 14,632 
Atronic loan guarantee 5.765 5,765 5,629 5,629 

39.622 39,622 27,536 27,536 
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II. Financial instruments (continued) 

Cash and cash equivalents are stated at cost, which approximates fai r value. and earn interest at market rates. 

The fair values of our financial instruments were detcnnincd as follows: 

• the Capital Securities, 4.80% Bonds and interest rate swaps were determined by independent investment bankers 
calculated using market interest rates; 

• the Senior Credit Facility and Senior Credit Revolving Facility approximate their carrying amounts, excluding the 
effect of debt issuance costs; 

• the option and forward currency contracts arc calculated by reference to current forward exchange rates for 
contracts with similar maturity profiles; 

• the guarantees included in current and non-current financial liabilities were detemlined using discounted cash 
flo .... 'S; and 

• the finance lease obligation liabilities represent the respective short-term and long-term portions orthe GTECH 
world headquarters fac ility that is recorded at the present value of the lease payments. The carrying amount of 
the finance lease obligation is considered to approximate fa ir value. 

Brar,iI t!.\·crow 
On October 23, 2007, GTECH's subsidiary in Brazil, GTECH Brasil Ltda. received a ruling to release 40 million 
Brazilian reals held in escrow (approximately €I 5.3 million plus interest of approximately €0.9 million at currency
exchange rates in effect as of December 31, 2007) in a Brazilian court account in connection with the injunction 
brought by the Brazilian Federal Attorneys in 2004 as described further in Note 30. The decision to release the funds 
was made unanimously by a 5 judge panel in the Superior Tribunal Justice, Brazil's highest court for non
constitutional matters. On February 22. 2008, GTECH Brasil Ltda. recei ved the court ordered relurn of funds held in 
escrow plus related interest. 

Atronic escrow 
GTECH entered into an agreement in December 2004, as amended in January 2006 (collectively, the "Agreement"), 
to acquire a 50% controlling equity position in the Atronie group of companies ("Atronic'') owned by Paul and 
Michael Gauselmann (the "Gauselmanns''). In October 2006, GTECH submitted a non-refundable advance payment 
of€20 million to an escrow account held by Atronic's attorney, as required by the Agreement, which was applied 
toward the purchase price upon the closing of the acquisition, which occurred on January 31,2008. In connection 
with the final ization of the purchase accounting for the August 29, 2006 acquisition ofGTECH, a reserve was 
established for this payment which was included in other current liabil ities at December 31. 2006. In 2007. the 
escrow payment was offset against the reserve. See Note 31 for further details. 

100 

DOCUMENT REDACTED BY TLC -124-10 



GRUPPO---
L~TTOj(J$TKA 

':J'VV • e setV/ZI 
2007 Annual Report 

LOTTOl'HATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINA~CIAL STATEMEI\TS 

12. Income tax 

Income before income tax expense consists of the following: 

(thousands of euros) 

Italy 
Foreign 

The significant components of income tax expense are as follows: 

(thousands of curos) 
Current 
Italy 
Foreign 

Total Current 

Deferred 
Italy 
Foreign 

Total Deferred 
Income tax expense 
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December 31 . 
2007 2006 

264,068 
(67,65 2) 
196,416 

December 31, 

IW. 1J45 
(47. 19 1) 
33.754 

2007 2006 

88 .647 
38.734 

127,31:)1 

24. 184 
(6 1.1 13) 
(36,929) 
90,452 

3J.5:W 
7.599 

4 1.1 29 

15,543 
(23.740) 

(8. 197) 
32,932 
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12. Income tax (continued) 

The tax effects of temporary differences and carryforwards that give rise to deferred tax assets and liabilities consist o f 
the following: 

(thousands of euros) 
Deferred tax assets 
Depreciation and amortization 
Provisions not currently deductible for tax purposes 
Foreign currency translation 
Net operating loss carryforward 
Tax credit carryforward 
Cash collected in excess of revenue recognized 
Interest rate swaps 
Inventory reserves 
Other 

Deferred tax liabilities 
Acquired intangible assets 
Depreciation and amortization 
Gain on sale or subsidiary stock 
Other 

Net deferred tax assets (liabilities) 

Net deferred tax liabilities at December 31 , 2007 
Net deferred tax liabilities at December 31, 2006 
Net change on the balance sheet 

Deferred tax benefit recorded to the income statement 
Purchase accounting related 
Other deferred tax benefit recorded to equity 
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December 31 . 
2007 2006 

68,408 72,634 
27,362 44,287 
16,159 
11,804 30,322 
10,077 2, 132 
8,876 13,012 
5,487 
3,454 4,002 
9,131 11,511 

160,758 177,900 

330,093 383,285 
11 8,970 120,245 

39.824 
3,672 1,081 

452,735 547,435 
(291,977) (369,535) 

(29 1,977) 
(369,535) 

77,558 

36,929 
(15, 135) 
55,764 
77,558 
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12. Income tax (continued) 

The etfective income tax rate on income before income tax expense differed from the Italian statutory tax rate fo r lhe 
(01l0 .... 1ng reasons: 

(thousands of euros) 

Income before income tax expense 

Italian statutory tax rate 

Theoretical provision for income taxes based on Italian statutory tax 
rutc 

Reconciliation orthc theoretical and et1eclive provision for income 

taxes: 

Permanent differences 
Ital ian local tax (lRAP) 
Nondeductible expense 
Foreign tax rate differential 
Controlled foreign corporation tax 
Italian statutory tax rate change 
Other 

Total tax provision 

Effective tax ratc 

December 3 I . 
2007 2006 

196,416 33,754 

33.00% 33.00% 

64,81 7 11,139 

22,763 16.333 
6,587 4.7 19 
3.643 (568) 

(2,792) 2,792 
(4,081) 
~485l ! 1,4R3l 

90,452 32,932 

46.1% 97 .6% 

At December 31, 2007, a €286.3 Million deficit existed in undistributed earni ngs of foreign subsidiaries. 
Accordingly, no undistributed earnings existed that would have required the consideration of a deferred tax liability if 
such eamings were forecasted to be distributed inlhe foreseeable future. Ifundistributed earnings had existed at 
December 3 1, 2007, an associated deferred tax liability would not have been required because there is no intention by 
the Group to remit foreign earnings in the fo reseeable future. 

At December 31, 2007, the Group has recognized deferred tax assets related to operating losses of €II.8 million 
(United States state and Italian net operating losses) and recognized deferred tax assets related to tax credits of €l O. 1 
mill ion. The recognition of these assets is based on expectations that sufficient taxable income will be generated in 
future years to uti lize the tax loss carry forwards. The Group also has €10.7 million of unrecognized deferred tax 
assets related to net operating losses and €18.7 million of unrecognized deferred tax assets related to foreign tax 
credits. These deferred tax assets were not recorded because realization of these assets is uncertain. 

At December 31,2007, the Group had Italian net operating loss carry forwards for income tax purposes of€12.2 
million that expire at various dates through 2012. The Group also has United States (US) tax credit carry forwards of 
flO.1 million that expire at various dateR through 2027. 
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12. Income tax (continued) 

At December 31, 2007, the Group had US state net operating losses that will expire at various dates through 2027. 
The Group has recorded a deferred tax asset ofE8A million for these state net operating losses. 

At December 31 , 2007, the Group had unrecognized fo reign net operating losses of€35.5 mi llion that expire at 
various dates through 2027 . The Group also had unrecognized US tax credit carryfolWards of€J8.7 million that 
expire at various dates through 2011. 

13. Inventorie.~ 

(thousands of euros) 

Raw materials 

Work in progress 
Finished goods 

December 31. 

2007 

19,553 

58,230 

29. 199 

106,982 

2006 

19,916 

27,641 

28,565 

76,122 

The total cost of inventory related to product sales that was recognized as an expense during 2007 and 2006 was 
€55.7 mi llion and €J6.0 million, respectively. which is included in raw materials, services and other costs in our 
consolidated income statements. 

14. Trade and other reeeinbies 

(thousa nds of euros) 

Receivables from intennediaries 
Trade receivables 
Related party receivables (Note 29) 
Sales-type lease receivables 

December 31. 
2007 2006 

377,498 
305,760 

11,329 
635 

695,222 

339,379 
212,759 

33,579 
2,445 

588,162 

For tenns and conditions relating to related party receivables, see Note 29. Receivables from intermediaries and trade 
receivables are non-interest bearing and are generally on 30 day terms. 

104 

DOCUMENT REDACTED BY TLC -124-10 



OOPPO----
Lr§JTTr1Vl4TKA 
- - - glomI e servtzl 

2007 Annual Report 

LOTTOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

15. Consolidated net financial position 

(thousands of euros) 

Cash on hand 
Ca"h at hank 

Cash and cash equivalents 

Cu rrent financial receivables 

Current portion oflong-tenn debt 
Short-tcnn borrowings 
Other 

Currcnt financial debt 

Net current financial debt (cash) 

Senior Credit Facili ty 
Capital Securities 
4.80% Bonds 
Other 

Non current financial debt 

Net financial position 
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December 31 . 
2007 

181 
433 ,884 
434,065 

19,611 

487,384 
7,610 
4,544 

499,538 

45,862 

1,403,920 
727,869 

51,555 
2.183 ,344 

2,229,206 

2006 

384 
3961233 
396,617 

3,371 

82,3 10 
14,908 
2.883 

100, 101 

(299,887) 

1,656,264 
725,214 
358,973 

43 ,61 7 
2,784.068 

2,484,181 
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16. Disposal group held for sale 

PQleARD S.A. ("POLCARD") is the leading debit/credit card merchant transaction acquirer, bank-card issuer and 
ATM management company in Poland. At December 31, 2006, POLeARD's outstanding equity was owned 74.43% 
by GTECH, 25.24% by lnnova Capital Sp. Z 0.0. ("Innova"), a Warsaw-based private equity investment advisor. and 
0.33% by the Polish Bank Association. 

On August 1,2007, GTECH and Innova sold their respective equity interests in POLeARD to First Data International 
for US$325 million (£137.8 miIJion at the August 1.2007 exchange rate) on a debt-free, cash-free basis. No gain or 
loss was recorded on the sale of POL CARD as the carrying value of POL CARD's assets and liabilities were adjusted 
to fair value in connection with the acquisition ofGTECH on August 29, 2006. POLCARD represented a substantial 
portion of the Group's Commercial Services business segment. 

At December 31, 2006, the Group classified the assets and liabilities of POLCARD as held for sale. The major 
classes of assets and liabilities held for sale were as fol!ows (in thousands of euros): 

A!i!iet.~ 

Non-current assets 
Current asseLs 

Assets classified as held for sale 

Non~current liabilities 
Current liabilites 

Liabilities directly associated with assets classfied as held for sale 

Net assets d irectly associated with disposal group 

264,937 
64,41 1 

329,348 

75,561 
50, 142 

125,703 

203,645 

Foreign currency translation gains related to POLCARD of€0.9 million at August J, 2007 (€0.6 million at December 
3 I , 2006) were recognized in other income in our consolidated income statement upon the sale. 
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17. lssucd capital and reserves 

Authorized shares 

Ordinary shares of€ 1 par value per share 

Ordinary shares outstanding, issued and fully paid 
Balance at January I, 2006 
Shares issued in connection with public offering 

Shares issued upon exercise of stock options 

Shares issued to employees at a discount 

Balance at January I, 2007 

Shares issued upon exercise of stock options 
Shares issued to employees at a discount 

Shares issued under stock award plans 
Balance at December 31, 2007 

December 31 . 
2007 2006 

156,805,233 

89,009,280 

57,422,880 

3,543,191 

774,225 

150,749,576 

308,550 

601,837 

239,233 

15 1,899, 196 

154,592,210 

At December 31 , 2007, approximately 2.6 million ordinary shares were reserved to satisfy rights in respect of our 
various share-based payment plans. 

Rights offering 
On May 18, 2006, Lottomatica a lTered 57,423,570 new ordinary shares, with a par value of€ LOO per share at a 
subscription price of €25.42 5 per share during a subscription period that ran from May 22, 2006 to June 8, 2006 (th e 
"Rights Offering") . At the end of the subscription period, 57,422,880 shares were subscribed for a total of€ I .5 
billion . The proeeeds from the Rights Offe ring were used to fund a portion ofthe acquisition ofGTECH. 

In conne('1ion with the acquisition, Lottomatica granted certain employees the right to purchase shares of Lottomati ca 
stock at the €25.425 Rights OlTering price. The right to purchase the shares was effective as of August 29, 2006, and 
resulted in a discount to the employees equal to the d ifference between the p rice of the stock on the grant date of 
August 29, 2006 (€29.60) and the Rights Offering price (€25.425). In addition, the Group agreed to reimburse 
employees for certain taxes owed as a result of the discount granted on the stock. 

During 2007 and 2006, 60 1,837 and 774,225 shares, respectively, were issued to employees at a discount. The 
discount (€S.8 million) and related tax reimbursements (€II.7 million) totaling €17.5 million relating to these shares 
is recorded in personnel in the consol idated income statement for the year ended December 3 1,2006. 
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17. Issued capital and reserves (continued) 

Other- Reserves Stock 
Option Net 

Share- and Unrealized 
Based Restricted Ex Art Gains! 

Merger Payment Stock Legal 2349 (Losses) Translation 
(thousallds of euros) Reserve Reserve Reserve Reserve Reserve Reserve Reserve Total 

Balance at January 1,2006 22.737 140 18,282 41,159 

Unrecognized gain on interest 
5,700 5,700 

rate swap 

Amortization or unrecognized 
(380) (380) 

gain on interest rate swap 

Dividend distribution (2,599) (2,599) 

Appropriation of 2005 income 
18.372 18,372 

in accordance with Italian law 

Shares issued to employees at a 
discount in connection with the 5,756 5 .., ~ -, 
acquisition of GTECH 

Share-based payment 2,046 2,04~ 

Foreign currency translation (37,572) (37,572) 

Balance at December 31, 2006 20,138 7,942 18,282 18,372 5,320 (37,572) 32,482 

Fair value of interest rate 

swaps 
(9,199) (9,199) 

Amortization of uJU"ccognizcd 
(570) (570) 

gain on interest rate S\l,'aP 

Unrecognized net gain on 
262 262 

derivative instruments 

Dividend distribution (20,138) (20,138) 

Appropriation of 2006 income 
11,93 1 2,228 14,159 

in accordance with Italian law 

Shares issued under stock 
(7,254) 7,254 (239) (239) 

award plans 

Share·based payment 2 1,346 21,346 

Foreign currency translation (152,380) (152,380) 

Balance at December 31 , 2007 22,034 25,536 30,303 1,989 (4, 187) (189,952) ( 114,277) 
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17. Issued capital and reserves (continued) 

Merger reserve 
The merger reserve was established upon the acquisition ofNcwGamcs S.p.A. to guarantee the share exchange of the 
Lottomatica ordinary shares owned by the minority shareholders of L,ottomatica other than FinEuroGames (whose 
Lottomatica shares were cancelled without share exchange). 

Share-based paymem reserve 
The share-based payment reserve is used to record the increase in equity where goods or services are received in 
equity-settled share-based payment transactions. Decreases relate to the fair value of stock awards that vested during 
the year. 

Stock option and restricted stock reserve 
The stock option and restricted stock reserve is used to record the fair value of stock options granted to employees 
that have been exercised and stock awards that vested during the year. 

Legal reser\'C 
The legal reserve is required by Italian law and must be increased by a minimum of 5% of net profit for the year until 
the balance represents 20% of share capital. 

Ex Art 2349 reserve 
The ex art 2349 reserve was established by shareholders' resolution in accordance with Company by-laws, as 
appropriated from income of the Company, to serve share-based payment plans. Decreases relate to the number of 
stock awards granted to employees that vested during the year. 

Net unrealized gainsJ(losses) reserve 
The net unrealized gains/(Iosses) reserve is used to record: 
• the deferrcd gain, net of amortization, related to our agreement to lock in interest rates to hedge €750 million o f 

capital securities, the balance of which is €4.7 million at December 31, 2007; 
• the fair value of interest rate swaps assessed to bc highly effective, the balance of which is (€9.2) mill ion at 

December 31 , 2007; and 
• the unrecognized net gain or loss on derivative instruments, the balance of which is £0.3 million at December 31 , 

2007. 

Transla tion resene 
The translation reserve is used to record: 
• exchange differences that arise from the translation of the fi nancial statements of foreign subsidiaries, the balance 

of whieh is €124.5 mill ion at December 31,2007; and 
• exchange differences that arise on monetary items that, in substance, fonn part of the net investment in foreign 

operations (such as intragroup loans where settlement is neither planned nor likely to occur in the foreseeable 
future), the balance of whieh is £17.9 million at December 3 1, 2007. 
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18. Debt 

(thousands of euros) 
Long-term debt,less ~urrerH ponion 

Senior Credit Facility 
Capital Securities 
4.80% Bonds 
Other 

Share of non-current debt of joint venture 

Short-term borrowings 
Overdraft facility 
Senior Credit Revolving Facility 
Other 

Share of short-term borrowings of joint venture 

Current portion of long-term debt 
Senior Credit Facili ty 
Capital Securities 
4.80% Bonds 
Othe< 

Share of current portion of long4cnn debt of joint venture 
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December 31 . 
2007 

1,403,920 
727,869 

757 
2, 132,546 

11,176 
2, 143,722 

7, 106 

226 
7,332 

278 
7,610 

78,398 
46,6 18 

359,976 
113 

485 ,105 
2,279 

487,384 

2006 

1,656,264 
725,214 
358,973 

1,134 
2,741,585 

2,741,585 

6,797 
7,754 

357 
14,908 

14,908 

43,135 
38,65 1 

473 
51 

82,3 10 

82,310 
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18. Debt (continued) 

Senior Credit Facility 
In ~ay 2006, in connection with the acquisition ofGTECH Holdings Corporation, Gold Acquisition Corp., an 
indirct.i whol ly-owm:d subsidiary of Lottomatica, entered into a USS2.8 billion unsecured senior facilities agreement 
with a syndicate of financial institutions (the "Senior Credit Facility"). The Senior Credit Facili ty expires on August 
29,2012. The Senior Credit racili ty is unsecured and unsubordinated and is fully and unconditionally guaranteed by 
Lottomatica, GTECH Holdings Corporation (formerly known as Gold Holding Co.), and GTECH Rhode Island 
Corporation. The Senior Credit Facility provides for the following facilities (US dollars in thousands): 

Term Facility A 
Term Facil ity B 
Revolving Facility 
Guarantee Facility 

Committed amount available 
December 31 . 2006 December 31 . 2007 

1,710,000 
550,000 
250,000 
250,000 

2,760,000 

1,664,602 
535,398 
250,000 
250,000 

2,700,000 

Amount 
borrowed at 

December 3 I. 2007 

1,664,602 
535,39R 

12,799 
2,2 12,799 

The Senior Credit Facility requires that GTECH repay Tenn Facility A and Tenn Facility B pursuant to the following 
schedule (US dollars ill thousands): 

2008 2009 2010 2011 2012 Total 
$ 120,000 $ 180,000 $ 210,000 $ 210,000 S 1.480,000 S 2,200,000 

Interest is generally payable monthly in arrears at rates determined by reference to the LlBOR rate plus a margin 
based on the Group's ratio of total net debt to earnings before interest, taxes, depreciation and amortization, and the 
Group's senior unsecured long-tenn debt rating. A facility fee is payable quarterly at a rate of .24% per annum on the 
total available commitment ofTeml Facility B, the Revolving Facility, and the Guarantee Facility. 

The Senior Credit Faci lity has covenants and restrictions including, among other things, requirements relating to the 
maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, and limitations on 
dividends. Violation of these covenants may result in the full principal amount becoming immediately payable upon 
written notice. At December 31, 2007 and December 31, 2006, we were in compliance with all covenants and 
restrictions. 

Debt issuance costs associated with the Senior Credit Facility are being amortized over approximately 6 years 
beginning September 2006. 

On August 29, 2006, GTECH, as successor-in-interest to Gold Acquisition Corp., borrowed US$1.71 billion under 
Term Facility A and used the proceeds to fund a portion of the GTECH acquisition purchase price. 

On October 2, 2006, GTECH borrowed US$550 million under Term Facility B and used the proceeds to redeem 
senior notes issued by GTECH. 
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18. Debt (continued) 

Capital Securities 
In May 2006. Lottomatica issued €750 million of subordinated interest-deferrable capital securities due March 2066 
(the "Capital Securities"). The Capital Securities have a fixed coupon rate of 8.25% payable almually through March 
31, 2016 and thereafter have a variable interest rate of six-month EURIBOR plus 505 basis points payable semi
annually. The Capital Securities have received a rating equal to a BB and Ra3 hy Standard & Poor's Rating Service 
and Moody's Investors Service Limited, respectively. The Capital Securities arc listed on the Luxembourg Stock 
Exchange. 

The Capital Securi ties are redeemable at maturity, at par value after March 31 , 20 16, upon the occurrence of certain 
tax events, through open market purchases, by public cash tender offer, or if a change of control event exists. 

Debt issuance costs associated with the Capital Securities are bei ng amortized over 10 years beginning May 2006. 

The Capital Securities allow Lottomatica to optionally defer coupon payments and mandates deferral of coupon 
payments if Lottomatica is in breach of the interest covcrage ratio as defined in the Capital Securities agreement. 
Under ci rcumstances described in thc Capital Securities agreement, Lottomatiea is required to settle deferred coupon 
payments in cash or equity. 

The terms of the Capital Securities require Lottomatica to authorize the issuance of ordinary shares in accordance 
with a resolution approved by Lottomatica shareholders. At each arulUal general meeting, the value of the ordinary 
shares altthorized for issuance must be equivalent to the coupon payments due during the following two-year period. 
As of December 31, 2007, the authorization was in place for the issuance of capital up to € I 70 million. Coupon 
payments over the next two years are approximately € 124 million. 

Prior to the issuance of the Capital Securi ties in May 2006, Lottomatica entered into swap option contracts for a 
notional value of€750 million with financial institutions that effectively limited Lottomatica's exposure to movements 
in interest rates from the date Lottomatica entered into the swap option contracts to the date that pricing was fixed on 
the Capital Securities issuance. The swap option contracts were tcnninatcd during May 2006 for a gain of 
approximately €5.7 million, which was recorded to other reserves in the consolidated statement of changes in equity 
and is being amortized over 10 years. 

4.80% Bonds 
In December 2003, LQttomatica issued €360 million principal amount of 4.80% bonds due December 2008 (the 
"4.80% Bonds") . The 4.80% Bonds are unsecllred and unsubordinated an(! arc fully and unconditionally guaranteed 
by GTECH Holdings Cotporation (formerly known as Gold Holding Co.), GTECH Corporation, and GTECH Rhode 
Isl and Corporation. The 4.80% Bonds have a fi xed coupon payment of 4.80% payable annually each December. The 
4.80% Bonds arc redeemable at maturity, upon the occurrence of certain tax events, through open market purchases, 
or by public cash tender ofTer. We expect to refinance these bonds when thcy becomc due with a similar financial 
instrument. 

Letters of Credit 
At December 3 1, 2007 and 2006, there were €3 77.9 million and €351.2 million oflettets of credit issued and 
outstanding, respectively. The total weighted average arulUal cost for all letters of credit was 0.50010 and 0.47% for 
2007 and 2006, respectively. Our customers are typically the beneficiary on these lettcrs of credit that are principally 
issued to guarantee our performance as it relates to our customer contracts. 
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19. Provisions 

Legal Tax 
(thousands 0/ euros) Matters Matters Other Total 

Balance at January I. 2007 1 5 .1 6~ 2,352 1.:02 19,352 
Arising during the year 7.9~5 1,000 1,184 10,269 
Utili7..cd (4, 198) (749) (4,947) 
Unused amounts reversed (35) ( 170) (205) 
Foreign currency translation ~59! 94 (257) (222) 
Balance at December 3 1, 2007 18,86 1 3,446 1.940 24,247 

Short·term 2006 728 728 
Long-term 2006 15.168 2,352 1,1 04 18,624 

15,168 2,352 11832 19.352 

Short-term 2007 538 53R 
Long-term 2007 18/861 3.446 I A02 2.1.709 

18,86 1 3,446 1,940 24,247 

Legal matters 
Provisions relate primarily to the legal matters discussed in Note 30 and are calculated based on legal counsel's 
expectations of settlement. 

Tax matters 
Provisions relate primarily to disputed tax assessments and reserves fo r regulatory audits and are calculated based on 
assessed taxes and expected payment of tax based on statutory rates. 

Other 
Other provisions relate primarily to warranty obligations, which generally extend for 12 months, on equipment sales 
and prizes on certain lottery games. Provisions arc calculated based on historical cost infonnation and expected prize 
payouts. Settlement on priz.es varies according to the tenus of eaeh individual game. 
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20. Other liabilities (no ll-l'urrent and cUlTcnl) 

(thol/sands of euros) 
Other non-current liabilities 
Deferred revenue 
Contingent liabilities related to GTECH acquisition 
Contingent purchase price related to Finsoft acquisition 
Staff severance fund (Note 28) 
Advance payment from customer 
Share of non-current liabilities of joint ventures 
Other 

(thousands oj euros) 
Other current liabilities 
Accrued expenses 
Taxes other than income taxes 
Employee compensation 
Advance payments from customers 
Deferred revenue 
Contingent purchase price related to Finsoft acquisition 
Advance billings 
Other 

DOCUMENT REDACTED BY TLC -124-10 

December 3 I , 
2007 2006 

20,728 
13,682 
8,797 
7,838 
4,535 
2,260 
5,420 

63,260 

December 31 . 

20,851 
15,623 

8,829 
9 ,1 74 

14,947 
7,185 

76,609 

2007 2006 

65,376 151 ,022 
50,504 25,466 
39,263 37,364 
36,1 97 20,877 
17,31 4 13,879 
11 ,666 
9,586 14,074 

642 
230,548 262,682 
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21. Interest and other income 

[,Jlerest income 

(thousands of euros) 

Held-to-maturity investments 
Loans and receivables 

Otller income 

(thousands of euros) 

Brazil escrow (Note II) 
Other 

22. Foreign exchange loss, net 

(thousands of erJros) 
Realized hedging premiums 
Realized foreign exchange losses 

Subtotal realized losses 
Unrealized for.:'ign exchange losses 

Realized hedgittg premiums 

For the twelve months ended 
December 3 1 , 

2007 2006 

12,810 
103 

12,9 13 

30,310 

30,310 

For the twelve months ended 
December 31. 

2007 2006 

16,154 
2,551 

18.705 
4,399 
4,399 

For the twelve months ended 
December 3 I • 

2007 2006 

(1,'67) 
(1,867) 

pi ,838) 
(33,705) 

(69,690) 
(33,2(1) 

(102,951) 
(17,662) 

(120,613) 

Prior to the acquisition ofGTECH on Augu.c;t 29, 2006, we entered into foreign exchange contracto:; to mitigate our 
exposure to foreign exchange rates resulting from our commitment to acquire GTECH for USS35 per share. The euro 
equivalent of these foreign exchange contracts was approximately €2. 1 billion. During the twelve months ended 
December 31, 2006, we incurred €69.7 million in premiums to the various financial insti tutions that were 
counterparties to the foreign exchange contracts. 
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22 . Foreign exchange loss, net (continued) 

Realized foreign exchange losses 
Realized fore ign exchange losses incurred during the twelve months ended December 31,2006 include approximately 
€16.6 million related to cash losses on €2. 1 billion of foreign exchange contracts and the balance of approximately 
€16.7 mi llion related principally to foreign exchange losses on €849 million of cash balances that we converted to US 
dollars prior to the acquisition of GTECH on August 29, 2006. 

Unreali1.edforeign exchange losses 
In anticipation of the Group's acquisition ofGTECH on August 29, 2006, Lottomatica issued €750 million of Capital 
Securities in May 2006. A portion of the proceed:'> fro m the Capital Securities were used to fund a US$762.3 million 
intragroup loan to GTECH on August 29, 2006. GTECH used these funds to purchase a portion of its own stock in 
connection with the acquisition. 

On July 13, 2007, the intragroup loan was converted from US dollars to euro and on September 7 , 2007, management 
dctennined that the intragroup loan would be refinanced upon maturity with a new intragroup loan or loans. 
Therefore, beginning on September 7, 2007, the intragroup loan fonns part of the net investment in GTECH and gains 
or losses on the retranslation of the intragroup loan are recorded to equity. 

Unrealized foreign exchange losses incurred during 2007 and 2006 are principally comprised of non-cash losses 
associated with the intragroup loan prior to September 7, 2007. From September 7, 2007 to December 31 , 2007, 
translation losses arc recorded to equity and totaled €27.9 million, net of€16.2 million of tax benefits. 

23. Interest expense 

The Group incurred inlerest expense on the following components of debt: 

(thousallds of euros) 

Senior Credit Facili ty 
Capital Securities 
4.80% Bonds 
Other 

Sec Notc 18 for details of the debt facilities. 
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For the twelve months ended 
December 31 . 

2007 2006 

( 104.295) 
(64.530) 
( 17.811 ) 

(7, 180) 
(193,8 16) 

(J5.842) 
(40.42 1 ) 
(1 7.8 12) 

(3,52 1 ) 
(97,596) 
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24. Earnings per share 

Basic and diluted earnings per share arc calculated as follows: 

For the twelve months ended 
December 31, 

(rhOllsands of euros) 

Numerator 

2007 2006 

Net income (loss) for the year attributable to equity holders of the 
parent 

Numerator for basic and diluted earnings per share 

Denominator 

Basic weighted average number of ordinary shares 

74,049 

74,049 

15 1, 10\ 

Potential dilutivc effect of employee stock options and restricted shares ___ =~3~0~1;-

Diluted weighted average number of ordinary shares 15 1.401 

Basic earnings (loss) per shareiADR € 0.49 

Diluted earnings (loss) per shareJADR € 0.49 

(6,588) 

(6,588) 

125,398 

125.39S 

€ ( 0.05) 

€ ( 0.05) 

American depositary receipts (ADR) arc negotiable United States (US) securities that generdlly represent a non-US 
company's publicly traded equity. The sharelADR ratio is 1: 1. 

Basic earnings (loss) per shareJADR amounts arc calculated by dividing net income (loss) fo r the year auributable to 
equity holders of the parent by the weighted average number of ordinary shares outstanding during the year. 

Dil utcd earnings per sharclADR amounts arc calculatcd by dividing net income (loss) for the year attributable to 
equity holders of the parent by the weighted average number of ordinary shares outstanding during the year along w ith 
the weighted average number of ordinary shares thaI would be issued upon the conversion of all potential dilutive 
ordinary shares inlo ordinary shares. 

At December 31,2007, there were approximately 2.5 million ordinary shares outstanding under the existing option 
and restricted stock plans that were not included in the 2007 computation of diluted earnings per share because the 
shares' exercise prices were greater than the average market price of the shares during 2007 and therefore, the e ffect 
would have been anti-dilutive. 

At December 31, 2006, there were approximately 3 mi llion ordinary shares outstanding under the existing option and 
restricted stock plans that were not included in the 2006 computation of diluted loss per share si nce, given the loss 
auributable to equity holders of the parent, the effect would have been anti-dilutive. 
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25. Research and dC"'clopmcnt costs 

The aggregate amount ofrcsearch and development expenditures recognized as expense during 2007 and 2006 was 
€33.9 million and € IS.9 million, respectively. 

26. Share-based payment plans 

The Group has three types of equity-settled share-based payment plans for employees: perfo rmance based stock 
options, performance based restricted shares and time based restricted shares as described below. 

Stock Option Plans 

The Group has various stock option plans whereby stock options arc granted to certain directors, executives, and other 
key employees of the Group as approved by the Board of Directors. The exercise price of the options is generally 
cqu<lltu (ll~ average price oflhe Group's urdinary shares une month priur tu the gr,lI1t date. The uptiuns vest subjelJl 
to the satisfaction ofperfonnanee conditions relating to the Group's EBITDA and net financial debt over a three-year 
period and to the employees remaining in service 10 the Group. Options partially vest generally upon achievement of 
90010 or more oflhe performance conditions and if the performance conditions are not met, the options are forfeited. 
The contractual life oflhe options range from two to eight years (depending on the plan) and there are no cash 
settlement alternatives. 

Restricted Stock Plans 

Performance based awards 
The Group has two perfonnance based share award plans whereby restricted stock is granted to certain employees of 
the Group as approved by the Board of Directors. Recipients of performance based share awards do not pay the 
Group any cash consideration for the awards. The awards vest subject to the satisfaction ofperfonnance conditions 
relating to the Group's EDITDA and net financ ial debt over a three-year period and to the employees remaining in 
service to the Group. Awards partially vest generally upon achievement of 90% or more of the performance 
conditions and if the performance conditions are not met, the awards are forfeited. The contraeluallife oflhe awards 
is three ycars and they may bc settled in cash at the Group's option. The Group docs not have a past practicc of cash 
settlement and does not plan to cash settle awards in the futu re. 

Time ba.5ed awards 
The Group has a time based share award plan whereby restricted stock is granted to certain cmployees of the Group as 
approved by the Board of Directors. Recipients of time based share awards do not pay the Group any cash 
consideration for the awards. The awards generall y vest over a five-year period and are subject to the employees 
remaining in service to the Group. The contractual life of the awards is five years and Ihey may be settled in cash at 
the Group's option. The Group docs not have a past practice of cash settlement and does not plan to cash settlc 
awards in the future. 
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26. Share-based payment plans (continued) 

Modifications 
In November 2007, the Group's Chief Executive Officer resigned from the Company effective December 31 , 2007, 
resulting in a modification of his pcrfonnancc based awards. In accordance with IFRS 2, the modification did not 
result in a change to the fai r val ue of these awards. 

As a result of the resignation, 1,065,945 unvestcd stock options and share awards were forfeited and the Company 
accelerated 47,055 perfonnance based awards resulting in a net expense reduction ofapproximately€ I.5 mill ion 
during 2007, which is reflected in total share-based payment expense of €21.3 million. 

In May 2006, the Board of Directors reduced the exercise price of stock options granted in years prior to 2006. The 
reduction in exercise price was made as a result ofa reduction in the official share price of the Group' s stock made by 
Borsa Italiana. The reduction in exercise price did not result in a change to the fair value of the stock options. 

Stock option movements in the year 
The following table illu!>1rates the number and weighted average exercise prices of, and movements in, stock options 
during the year: 

2007 2006 
Shares Weighted Shares Weighted 
under Average under Average 

Options Exercise Price Options Exercise Price (a) 

Outstanding at January 1 2,066, 126 €24. 01 4,600,274 € 12.79 
Granted during the year 1,973,790 30.40 1,201,150 29.26 
Forfeited during Ihe year (869,840) 29.79 (192,1 06) 21.23 
Exercised during the year (308,550) 12.61 (3,543,191) 11.37 
Expired during the year (I) 11.33 
Outstanding at December 31 2,86 1,526 27.89 2,066, 126 24.0 1 

Exercisable at December 31 210,600 €29.66 59,300 € 12.2 1 

(a) As described above, the Board of Directors reduced the exercise price of certain stock options granted in years 
prior to 2006. Accordingly, 2006 weighted average exercise price information has been restated 10 refl ect the reduced 
prices. 

The weighted average share pri ce for stock options exercised during the year was €29.29 and €3 1.27 during 2007 a nd 
2006, respectively. 
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26. Share·based payment plans (continued) 

The range of c-xercise prices and weighted average remaining contrlctuallife for stock options outstanding under the 
stock option plans as of December 31, 2007 and 2006 are as follows: 

As of December 31, 2007 As of December 31 . 2006 
Weighted Weighted 
Average Average 

Range of Remaining Range of Remaining 
Exercise Prices Options Contractual Exercise Prices Options Contractual 

Outstanding Life (Years) (a) Outstanding Life (Y cars) 

€11.33 - € 15.04 232,400 0.95 €11.33 - €15.04 540,950 1.35 
£23 .17 - €30.40 2,629,126 6.44 €23.17 -€29.45 ' 15251176 6.45 

2,861,526 2,066,126 

(a) 2006 exercise prices have been repriced as described above. 

Fair value measurement of stock options 
The fair value of equity~settled stock options granted is estimated at the date of granl using a binomial model, taking 
into account the tenns and conditions upon which the stock options were granted. The weighted average fai r value of 
stock options granted during the year was €6.0 I per sharc. Thc following tables list the inputs to the binomial model 
used for the years ended December 31, 2007 and 2006. 

Year ended December 31 , 2007 
Di vidend yield (%) 
Expected volatility (%) 
Risk-free interest rate (%) 
Expected life of options (in years) 

Weighted average share price (€) 
Exercise price (€) 

2.66 
20.63 

4.01 
4.3g 

31.74 
30.40 

Year ended December 31. 2006 
Dividend yield (%) 
Expected volatility (%) 
Risk·free interest ratc (%) 
Expected life of options (in years) 

Weighted average share price (€) 
Exercise price (€) 

2.60 
20.64 

4.00 
4.Jg 

30.53 
29.45 

The expected life of the stock option is based on historical data and is not necessarily indicative of exercise patterns 
that may occur. The expected volatility reflects the assumption that the historical volatility is indicative of future 
trends, which may also not necessarily be the actual outcome. No other features of stock option grants were 
incorporated into the measurement of fair value. 

Restricted stock grants 
During 2007, 285,130 perfonnance based share awards and 15,800 time based share awards (collectively, the 
"shares'') were granted to certain employees of the Group as approved by the Board of Directors. The shares had a 
weighted average fair value at the date or grant of€31.73 per share, which represents the closing share price on the 
date of grant. 
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26. Share·based payment plans (continued) 

Ex pense charged to income statement 
The total equity-settled expense recognized during the year arising from share-based payment plans was as follows : 

(thousands of euros) 

Share-based payment 
Shares issued to employees at a discount in connection with the 
acquisition ofGTECH 

There was no cash-settled expense in 2007 or 2006. 

27. Dividends paid 

(thousands of euros) 
Cash dividend declared and paid on ordinary shares: 

Dividend fo r 2007: €O.79 per share (2006: €1 .30 per share) 

28. Employee benefi t~ 

Stafr Severance Fun d 

December 31, 
2007 2006 

21 ,346 2,046 

5,756 

2 1.346 7,802 

December 31. 
2007 2006 

119,695 119,416 

The Group has a defined benefit plan (staff severance fund) to provide certain post employment benefits to Italian 
employees following termination from the Group. Italian employees may choose to participate ill an unfunded plan 
within the Group or transfer their plan balance to independent external funds. These benefits are funded only to the 
extent paid to the external funds. Thc cost of providing bcnefits under the plan is dctcnnined using the proj eetcd unit 
credit actuarial valuation method. The dcfined benefilliability represents the prcscnt value urthc Group 's dcfined 
benefit obligation. 

During the first half of2007, Italian law and subsequent decrees and regulations were issued requiring the Group to 
remeasure its December 31, 2006 defined benefit liability in accordance with the new law both retrospectively and 
prospectively and to rcoord any adjustment during the fi rst half of 2007. T he Group completed the actuarial 
remeasurement and recorded the adjustment in the third quarter of 2007. The adjm;tment wa!'l not material to the 
Group's results. 
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28. Employee benefits (continued) 

The following table summarizes the components of net benefit expense recognized during the year for the staff 
severance fund. which is included in personnel in our consolidated income statements. 

(thousands of ellros) 

Current service cost 
Net actuarial (gain) loss recognized in the year 
Net benefit expense 

Changes in the prescnt value of the defined benefit obligation are as follows: 

(thousands of ellros) 

Balance at January 1 
Current service co~ 
Actuarial (gains) losses 
Benefits paid 
Balance at December 31 

December 31. 
2007 

3,210 
(883) 

2.327 

December 31. 

2006 

2,044 
37 

2,081 

2007 2006 

8.829 
3,210 
(883) 

(3.3 181 
7,838 

7,6 18 
2.044 

37 
(870) 

8,829 

The present value of the defined benefit obligation for the years ended 2005, 2004, and 2003 was €7.6 million, €6.8 
million, and €5.7 million, respectively. 

The principal assumptions used in determining the defined benefit obligation are shown below: 

Deccmber 31, 2007 December 31, 2006 
Other Other 

Managers employees Managers employccs 

Assumed inflation rate 2% 2% 2% 2% 
Discount rate 4.60% 4.60% 4.25% 4.25% 
Future salary increases: 

Up to age 40 2 .75% 2.50% 2.75% 2.50% 
Age between 40 and 55 2 .50% 2.25% 2.50% 2.25% 
Age greater than 55 2.25% 2.00% 2.25% 2.00% 

Termination Benefits 
Tennination benefits expense, primarily related to salary continuation, continued medical benefi ts coverage and 
expense related to accelerated share based payment awards for employees who were tenninated during the year was 
€12.7 million and € 15.2 mill ion in 2007 and 2006, respectively. See Note 29 for tennination benefits provided to key 
management personnel. 
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29. Related party disclosures 

(thousands of euros) 
Accounts receivable 
De Agostini Group 
Supreme Ventures Limited 
Lottery Technology Enterprises 
Uthingo Management Proprietary Limited 
Italy (Cogemat S.pA) 
Lonery Technology Services Corporation 
Allowances for doubtful accounts 

Accounts payable 
Dc Agostini Group 

(thousands of euros) 
Service revenue and product sales 
Supreme Ventures Limited 
Lottery Technology Enterpri ses 
Uthingo Management Proprietary Limited 
Italy (CogetechS.p.A.) 
Lottery Technology Services Corporation 

Raw materials. services and other costs 
De Agostini Editore S.p.A. - service fees 
De Agostini S.p.A.· management fees 
De Agostini S.p .A.- finance charges 

De Agostini Group 

December 31, 
2007 2006 

8,647 20,552 
2,426 3,1 09 

315 422 
36 3,038 

4.100 
2,858 

(95) !5OOl 
11,329 33,579 

14,653 12:512 

For the twelve months ended 
December 31 . 

2007 2006 

12,880 5,703 
2,844 1,007 
2,302 3,625 

3,067 
1,296 4,802 

19,322 18.204 

479 176 
190 138 

683 
669 997 

The De Agostini Group includes De Agostini S.p.A ("De Agostini"), the majority shareholder of Lottomatica, holding 
approximately 55% of its share capital at December 31, 2007; Dc Agostini Editore S.p.A. a subsidiary of De Agostini; 
and ISIM S.p.A, a subsidiary ofToro Assicurazione (a company of the De Agostini Group until October 4, 2006). 

The €O.7 million of finance charges incurred during 2006 related to £54.2 mill ion of short· term borrowings that were 
reimbursed (borrowings bore interest equal to Euribor at three months plus .50%). Outstanding accounts receivable 
balances at December 31. 2007 and 2006 are non-interest bearing. 
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29. Related party disclosures (continued) 

Supreme Ventures Limited 
GTECH has a 0.6% imerest in Supreme Ventures Limited ("SVL'') which is accounted for using the cost method of 
accounting. SVL holds a IS-year license (which expires in January 2016) with the Betting, Gaming and Lotteries 
Commission to operate certain online games in Jamaica. 

LOllery Technology EIJterprises 
GrECH has a 1 % interest in Lottery Technology Enterprises ("LTE'') which is accounted for using the cost method of 
accounting. L TE holds a IO-year contract (which expires in November 2009) with the District of Columbia Lottery 
and Charitable Games Control Board. 

Uthingo Management Proprietary Limited 
GTECH has a 10% interest in Uthingo Management Proprietary Limited ("Uthingo") which is accounted for using the 
equity method of accounting. Uthingo held the license to operate the South African National Lottery through April 
2007. The South African Minister of Trade & Industry entered into a lottery contract with another consortium. 

Italy (Cogetech S.p.A and Cogemat, S.p.A.) 
GTECH had a 35% interest in Cogetech S.p.A. ("Cogetech',) which was accounted for using the equity method of 
accounting. Cogetech operates a communications network and related central computer system linking gaming 
machines in Italy. On October 16, 2006, GTECH sold its 35% interest in Cogetech to Cogemat S.p.A. ("Cogemat"), 
the 65% shareholder ofCogetech and consequently no longer has any ownership interest in Cogetech. 

Lottery Technology Services Corporation 
GTECH had a 44% interest in Lottery Technology Services Corporation ("LTSC"), which was accounted for using 
the equity method of accounting. LTSC provided equi pment and services (which GTECH supplied to LTSC), to the 
Taipei Fubon Bank. The Taipei Fubon Bank held the license to operate the Taiwan Public Welfare Lottery. Our 
contract to provide equipment and services to L TSC expired on December 3 I, 2006. Effective October 24, 2007, 
GTECH transferred its 44% interest in LTSC to a third party equity holder and consequently no longer has any 
ownership intere!>1: in L TSC. 

Compensation of Key Ma nagement Personnel 

{thousands of euros} 

Short-term cmployee benefits 
Tcnnination benefits 
Share-based payments 
Post-employment benefits 
Other long-tem benefits 

DOCUMENT REDACTED BY TLC -124·10 

For the twelve months ended 
December 31 . 

2001 2006 

8,453 5,145 
5,682 
5,102 6,203 

242 25 
63 

19,479 11 ,4 36 
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29. Related party disclosures (continued) 

Remuneration paid to Lottomatica S.p.A. board members, Statutory Auditors and managers with strategic 
responsibilities are as follows (curos in ihousands): 

N,mo Poriod No. 
.,d " 

S'm'~ P~"''" ::= -:= b,,,",, Boo", 

:,;;;:, 60.000 

Bruce 

I _~. 

BI)3.."li Member 
8129106 - 1213 1107 41 1j {OS 60,000 

Tumer CEO ~!!~~:ging 8129106 - 12131 /07 109,972 924, 101 

Marco Sala 
(k"rnl i .. : 4f1 2fQS ·12f3l/07 4/15108 60,000 

, 111105 - 121311'07 35."0 . 64 1.491 

J;.:;n SYP& CFO 111/00 . 5n", 
President & COO 5/3/07 - 12131101 15,576 499.074 

12111'" · 12131/0' 41"'" 
Rosario Managing Direc:or 

4/12/05 • 4(12106 

HifuJco Managing Director 4/12I06-06I30106 
Board Member 4112105-1213 i/07 4115/08 50.000 

M.~,,, 1111" • ,ml" , Boo'" M="', ~ .101'flt ~ 45§ 
~~-~. 

James McCann Board Member 8n9f()(j - 12J31!07 4/ 15f08 60.000 

, 
""'''' Mom"', 5113104 • Il 1/01 41"'" 70000 

M=D~.o Boo'" I ~ . " § :~ 
I 

Board Member 3/141U3 • \ 213\101 4/15108 70,000 

Giammario 
Board Member 

••• 
Sf29106 - 12131/01 4/15108 10,000 

Fanccsco Board of Statutory 
12116105 · 12131101 \2/31 /01 95,593 

Mattinelii Auditors - Chairman 

Board of Statutory 
Angelo Gaviani Auditors - Regular 121 16i05 · 12I31f01 1213l101 13.632 

BO~ Paolo Andrea 
Colombo M.,,;~:gOI" ]2116105 - ]213 1107 12131101 59,280 
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O'h" 

895,218 

I M" 

447,666 
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29. Related party disclosu res (co ntinued) 

Stock options assigned to Lottomatica S.p.A. board members, statutory auditors and managers with strntegic 
responsibili ties are as follows: 

Asaf A~of 

December 31 , 2006 During 2007 December 31. 2007 
0etions Outstandins Oetions Granted Options 0l2tions Outstandins 

Stock Option Number Exercise Number Exercise Expired or Options Number Exercise 
Plan ofOption5 Price of Options Price Forfeited Exercised or Options Price 

2005-2010 95,336 23.17 95,336 23.17 
2006-2014 518,500 29.45 384.000 134,500 29.45 
2007·2015 30.40 717,500 30.40 397.500 320,000 30.40 

613,836 717,500 78 1.500 549.836 

30. Litigation 

LoUomatica 's Ita lian Business 

I. Louo Game Concession: LolfomaticalAAMS Arbitration - Stanley [ll ternutional Betting Limited Appeal - Sisal 
Appeal 

Pursuant to the arbitration clause set out in article 30 of the Lotto Concession, Lotlomalica initialed arbitration 
proceedings to ascertain the effective date of said concession. Lottomatica asked the arbitration panel 10 ascertain and 
state thaI the effective dale of the Lotto concession is June 8, 1998 (date in which the Pemlanent Representation of 
Italy at the European Union in Brussels notified that the infringement procedure No. 91/0619 was closed) and that, as 
a result, the final expiration date of the Lotto concession is June 8, 2016. 

Lottomatica had reac.hed said conclusion as a result of the ministerial decree dated November 8, 1993 that envisaged 
the concession to be enforced only subject to the condition that the EU Conunission deem the concession not to be in 
violation of the provisions of the TTeaty of Rome. 

The arbitration panel accepted Lottomatica' s request by lodging its award on August 1,2005. AAMS challenged the 
arbitration award before the Rome Court of Appeal pursuant to art. 828 of the Italian code of civil procedure by 
serving a deed to defending counsel on December 15, 2005, and to Lottomatica on December 30, 2005. The first 
hearing was held on April 20, 2006, and was adjourned 10 January 28, 2010 10 hear the conclusions. 

Lonomatiea did not appear althe April 20, 2006 hearing in o rdcr 10 avoid the curability ofthc crro rs in service. 
Actually, the challenge was contested by Lottomatica, because it was served in term to the defending counsel but late 
to Lottomatica. The decision was taken by Lottomatica based upon the legal opinion rendered by the counsel assisting 
the Company, which also highlighted that Lottomatica. in any case, would still be in a position to file any objections in 
spite of its non appearance. 
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30. Litigation (continued) 

Following the decisions that will be made by the Court of Appeals at the aforesaid hearing, Lottomatica will decide 
whether to appear and file a brief. 

On June 18,2007, STAKLEY INTERNATIONAL BETTING LIMITED notified an appeal before the TAR 
(Regional Administrative Court) of Lazio to AAMS and Louomatica asking for the cancellation and/or disapplication 
ofthe Lotto Game concession deeds, as well as the April 19, 2007 notice with which AAMS rejected the plaintiffs 
motion to jointly operate the Lotto Game on the assumption that the concession is still effective for Lottomatica. 
Besides, the latter has made an ad opponendum appearance in the case at issue. The Regional Administrative Court 
has not yet set a date for the hearing to discuss the case at issue. 

The Counsels assisting the Company are of the opinion that the challenge initiated by Stanley is groundless. 

On July 13, 2007 SISAL notified AAMS and LQttomatica an appeal under article 25 of Law no. 241 of7 August 
1990. before the TAR Lazio requesting that their right to access documents relating to the awarding of the Lotto 
Concession, the subsequent extensions and/or renewals, the AAMS - Lottomatica arbitration award and the 
correspondence between AAMS and the European Commission be ascertained. 

Sisal argued to have learned only in recent months of the arbitration award setting the expiry date for the LOTTO 
concession to 2016 ill favor of Lottomatica, and to have then filed with AAMS a fonnal request for access aimed at 
obtaining copies of the aforementioned documents on May 11 ,2007. AAMS never responded to said request. 

Lottomatiea duly appeared at the October 10, 2007 hearing, during which Sisal stated that it was not interested in 
pursuing the appeal anymore due to another challenge it was about to serve. 

On October 12, 2007 Sisal served an appeal on AAMS and Lottomatica before the TAR of Lazio for the annulment of 
the provision indicated in the July 9, 2007 notice setting out that AAMS ignored the expression of interest made by 
plaintiff for the concession relating to the Lotto game operation, as well as of any prior, consequent deed relating 
andlor connected to the aforementioned AAMS notice and, in particular, of the Ministerial Decree dated March 17, 
1993 and subsequent extension act. Stanley has intervened in the appeal in support of Sisal. Lottomatica has made an 
appearance in the case al issue. To date, no date has yet been set for the hearing fo r debate. 

On November 19, 2007 the TAR Lazio ordered AAMS to lodge the documents relating to the awarding of the LQtto 
Concession ..... ithin 60 days. Specifi cally. AAMS must lodge the following: assignment deeds and the renewal and/or 
extension of the concession to the prosecuting Company, a copy of the arbitration award of AAMS vs. Lottomatica, 
and the deeds issued by the European Community regarding the matter in issue. 

Counsels are orthe opinion that the challenge brought forth by Sisal is groundless. 
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30. Litigatio n (colltinued) 

2. Ticket Olle S.P.A. Litigatioll 

On August 12, 2003, Ticket One S.p.A. ("Ticket One"), which operates in the services business sector primarily in the 
ticketing services area, filed a suit with the TAR Lazio (Regional Administrative Court) against Lottomatica and 
Lottomatica Italia Servizi to obtain, among other things, an order requiring Lottomatica to offer its network to third 
parties under the same conditions as those offered to a Lottomatica subsidiary, Lottomatica Halia Servizi ("LIS"). 

Before serving the appeal dated March 12, 2003, Ticket One had asked Lottomatica for the right to use its network. 
Lottomatica rejected Ticket Onc's request. 

On December 3, 2003, Ticket One also commenced civil proceedings before the Civil Court of Rome, substantially 
repeating the same claims made in the administrative proceedings before the TAR Lazio. In lIddition, Ticket One 
requested €10 million in damages for alleged unfair competition and illegal use of the network by Lottomatica and 
LIS, and an order enjoining them from commilting any further acts of unfair competition and, alternatively, aecess to 
Lottomatica 's electronic network. 

Lottomatica and LIS responded to both lawsuits and, since Ticket One had filed the same claims with two different 
courts, fi led an appeal with the Supreme Court sitting in joint session, requesting a preliminary proceeding to resolve 
the issue of jurisdiction and Ihe suspension of the proceedings. 

At the hcaring on June 24. 2004. the TAR Lazio accepted the request filed by Lottomatiea and LIS and suspended the 
proceeding, arranging for the documents to be sent to the Supreme Court. The Supreme Court declared Lottomatica 
and LIS's appeal to be inadmi ssible on February 9, 2006. As a result of the Supreme Court's declaration, Ticket One 
motioned to set the hearing. 

The TAR Lazio judges ruled that the request to set the hearing brought forth by Ticket One is insufficient and 
therefore it is not possible to proceed. 

As forthe procedure before the Court of Rome, the Civil Judge after reserving on the request of suspension of the 
proceeding raised by Lottomatica and LIS, by order dated July 28, 2004 rejected it and postponed the hearing to June 
21 , 2006. At thi s hcaring, where admitted witnesses were to be deposed, the Judge declared a suspension because o f 
the Merger of Lottomatica S.p.A. into NewGames S.p.A. On June 23, 2006, Ticket One presented a petition 10 revoke 
the suspension decision. On October 27, 2006, the Court of Rome revoked the decision whereby the action had come 
to a halt and postponcd the hearing to January 26, 2007 fo r the examination of witnesses. 

T he testimonies ofElisabetta Cragnotti (foIDle r SS Lazio soccer team manager) and Fabrizio Conti (Milan Indoor 
Tennis Championship organizer) were heard on January 26, 2007. At the July 5, 2007 hearing the Judge, having taken 
note of Ticket One's waiver to depose additional witnesses, upon the parties' request adjourned the case to the 
Oecember 18, 2008 hearing fo r stat ing his conc::hlsinns, 
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30. Litigation (continued) 

3. Antitrust (Lottomatica - Sisal) 

On July 16,2003, the Italian Competition and Market Supervisory Authority (the "Authority'') commenced 
proceedings with respect to alleged collusion between Lottomatica and Sisal, a competitor of Lottomatiea in the 
gaming sector. 

On August 3, 2004, after having obtained the requested documents and hearing the hearings, the Authority 
communicated its findings all the case. Lottomatica filed its final brief and on October 13, 2004 the fina l hearing look 
place. 

At the meeting of November 25, 2004, the Authority imposed on Lottomatica and Sisal fines of€8 million and £2 .8 
million, respectively, which umounts were, in accordance with the thcn*curTent legislation, proportional 10 their 
individual revenues. In addition, the Authority called on Lottomatica and Sisal to cease their anticompetitive 
behaviour, and to scnd notice of the measures taken by them within 90 days. 

Lottomatica d isputed the allegations made by the Authority and appealed the order with the TAR Lazio, requesting, 
among other things, the suspension of the order. 

At the hearing 011 March 2, 2005, the TAR Lazio rej ected Lottomatica's request for suspension of the payment of the 
fine and suspended the remainder of the order because of the generic character of the order given by Authority. 

In compliance with the order issued by the TAR Lazio on March 2, 2005, the Authori ty notified Lottomatica and 
SISAL ofthc resolutions passed during its meeting of March 3 1, 2005. Lottomatica and SISAL, with additional 
reasons, challenged the resolution once again disputing its generic character. 

On March 24, 2005, Stanley International Betting Limited appeared ad opponendum in the appeals filed by SISAL 
and Lottomatica, and asked that the contested Authority order be confirmed. 

In a decision published on June 15,2005, the TAR Lazio dismissed the appeals by Lottomatica and Sisal. Further to 
the TAR ruling, and with reservations, LoUomatica paid the €8 million sanction and complied with the order. sending 
all the points of sale the communication as requested by the Authority indicating the possibility for the points of sale 
to join forces with other operators of games other than Lotto, lotteries and instant lotteries. By note dated October 25, 
2005 the Authority notified Lottomatica to have taken note that the latter had complied with the order in question. 

On November 30, 2005 a decision was lodged and the reasons underlying the sanction imposed by the Authority 
became known. On March 29, 2006, Lottomatica filed an appeal against the TAR Lazio's decision. 

Said decision was also contested by Sisal. Upon Sisal's request., the Council of State set a hearing for discussing the 
meri t of the case on May 29, 2007. At the May 29, 2007 hearing the Council of State combined the appeal filed by 
Lottomatica with that presented by Sisal and ordered the Authority to lodge, inter al ia: a copy of all deeds of the 
proceedings at issue and a list of confi dential documents; a full copy of the confidential documents not originating 
from plaintiff companies; a summary table of all the sanctions infl icted by the Authority for violating art. 2 of Law no. 
287190 in the 2004*2006 period. 
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30. Litigation (continued) 

The Council of State ruled on October 30, 2007 to partially change the sentence issued by the Authority and reduced 
the fines for Lottomatica and SISAL respectively to €4.953 mill ion and € 1.395 million. The Company now considers 
this matter closed. 

4. ilJstant alld Traditional Lotteries 

Lottomatica participated. as a representative of a temporary joint venture, in the call for tenders o rganised by the 
AAMS for the management of the national Traditional and Instant Lotteries. In a letter dated Ju ly 30, 2001 , the 
AAMS informed Lottomatica that the tcnder had been awarded to the aforesaid joint venture (comprised of Scientific 
Games, Arianna 2001 S.p.A., Poligrafico CaJcografica & Cartevalori S.p.A.. Eis, Teenosl Sistemi S.pA and Servizi 
Base 2001 S.p.A, in addition to Lottomatiea). 

The award of the concession to the joint venture has been the subject of a number of challenges by the other 
participants to the tender as summarised below: 

a) appeal brought by Sisal: Sisal abandoned this suit allhe April 10,2002 hearing, therefore this action may be 
considered defini tively concluded; 

b) appeal fi led by the CONSIRJUM consortium (comprised of AutogriJl, GTECH Corporation, Oberthur Gaming 
Technologies S.a.S. and others). The appeal was delisted on October 28, 2004, and has been declared expired 
by the Council of SLate on March 30, 2007, since no motion for scheduling a hearing has been filed within the 
required tenn. 

c) appeal of the ESULT ALIA Consortium, (comprised of Snai, Venturini e C S.p.A., Poste Italiane S.pA and 
Enle ETI): Poste ltalianc S.p.A. and ETI intervened in an ad adillvandllm appeal filed by Snai and Venturini 
with the purpose ofcontcsting the award of the tender on July 30, 2001. At the May 14,2003 hearing, Poste 
Italiane S.p.A. and ETI requested that the case be delisted. On July 2 1. 2003 , Snai and Venturini notified all 
parties involved that they intended to forgo the appeal, making the award unappealable, after which the 
concession agreement was signed by RTI Lottomatica. In December 2002, SNAI, Venturini, Postc Italiane and 
ETI asked the AAMS to award the contract to them. In a letter dated January 21, 2003, the AAMS responded 
that it could not award the contract to them prior to the resolution of the dispute . This letter was then 
challenged by Snai and Venturini on grounds that are additional to the previously fil ed appeal , and by Poste 
Italiane S.pA and ETI in a separate appeal. On July 17,2003, Poste Italiane S.p.A. and ETI fil ed a motion to 
schedule a hearing to resolve the dispute having as object the January 2 1,2003 deed under which the 
Administration refused to proceed with the awarding in favour of the Esulltalia Consortium. On July 25. 2003, 
Poste ltaliane S.p.A. and ETI requested the AAMS to not make the awarding until the administrative j udge 
rendered his decision. 

In the opinion of Lottomatiea, upon advice from its counsel, the appeal by Poste Itali anc S.p.A. and ETI cannot have 
any effect on the award to RTI Lottomatica of the operation of Instant and Traditional Lotteries, which occurred 
following the abandonment of the main action by Snai and Venturini and is thus unappealable. In point of facl, the 
appeal by Poste Italiane S.p.A. and ETI is against the AAMS lener of January 21 , 2003 to not proceed with the 
awarding and not against the award ing itself. Again in the opinion of the counsels assisting Lottomatica, the invitation 
made by Poste italianc and ETI heads into a completely different direction with respect to thaI affirmed in the appeal , 
i. e. to not further delay the awarding. As a result, the separate appeal by Poste Italiane and ETl can only end with the 
casc being dismissed. 
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30. Litigation (continued) 

Further, as already confirmed by Lonomalica counsels, the deadline has passed for Poste Jtaliane and ETI to contest 
the awarding to RTI Lottomatica, with the result that they cannot continue with the lawsuit. 

5. Summons to Formula Ciochi Shareholders 

On October 26, 2005, the companies KARJSSA HOLDING S.A., CORED INTERNATIONAL S.A .• Mr. Massimo 
MACI and shareholders of Fonnula Giochi S.p.A. in liquidation (operating in the gaming collection and wagering 
market) served summons on Lottomatica and Sisal. on their own behalf and subrogation for the Formula Giochi. to 
appear on January 30, 2006 before the Court of Appeal of Rome. The plaintiffs requested the assessment of the 
liability of Lottomatica and Sisal S.p.A. for engaging in the anticompctitive conduct enjoined by the ordcr of the 
Authority or Kovember 23, 2004 , which conduct, the plaintiffs allege, was responsible for (i) their inability to sell 
their stake for €3 .0 million and (ii) Fonnula Giochi S.p.A.'s inability to enter the gaming and wagering market, which 
caused the business value of Fonnula Giochi to decrease by €34.2 million. The plaintiffs also requested, on their own 
behalf and subrogation fo r the Fonnula Giochi, that Lottomatica and Sisal S.p.A. be ordered, jointly and severally, to 
pay directly to the plaintiffs damages totall ing €37.2 million in the aggregate. 

Apart from a number of prejudicial issues concerning, inler alia, plaintiff legitimacy, the documents of the 
proceedings initiated by the Italian Competition and Market Supervisory Authority (the "Authori ty") do not indicate 
that Lottomatica's conduct was prejudicial and detrimental to FornlUla Giochi. Conversely, the documents in the trial 
dossier, li terally transposed in the Authority order to close the case, and in particular, the statements made during the 
November 10, 2003 hearing by the managing director of Formula Giochi, show that "the dissolution of the recently 
established third pole" derives from causes thai are not related to Lottomatica. Lottomatica duly appeared on January 
10,2006 . Fonnula Giochi S .p.A. appeared through its receiver at the January 30, 2006 hearing. At the February 6, 
2006, hearing the Appeal Court gnmtt:d the parties 30 days Lo submit lheir remarks. By order orMarch 15.2006 the 
Court of Appeal gmnted the parties 30 days to file their briefs as well as to state and amend their claims, objections 
and conclusions already made in addition to 30 more days fo r their repl ies. 

In a brief dated March 31, 2006, Karissa and others, by presenting their motions consequent to the occurred 
appearancc of Forrnula Giochi S.p.A. havc acknowledged the entrance into a settlement agreement between the same 
Fonnula Giochi and Sisal S.p.A. to settle the lawsuit pending between them. This agreement envisaged payment of 
eO.5 million to Formula Giol:hi. 

In a brief duly filed by Lottomatica, Lottomatica asserted that Karissa Holding S.A,'s active legitimacy no longer 
existed following the incorporation of Formula Giochi, as well as the non-admissibility of the action by Formula 
Giochi, to be added to the al ready-formulated preliminary and merit objections. 

It was noted how, in the merit, the €0.5 million settlement between Sisal and Fonnula Giochi against clai ms by the 
latter amoullting to €34 .0 million provided an idea ofFonnula Giochi 's ¢lainl~, so much so that;t attributed the fail lire 
of the third pole to Sisal, who had a partner, a Director, in common. Such circumstances do not exist for Lottomatica, 
which had no relations with Sisal with regard to Fonnula Giochi (as shown by the Authority order), nor with Formula 
Giochi itself. 
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30. Litigation (continued) 

On November 29, 2006, the Court of Appeals, accepting the request made by the opposi ng party. designated Angelo 
Novellino as expert witness in order to estimate any damages. The hearing has been postponed to February 19.2007 
for the swearing and queries formulatio n. 

After hearing the expert witness's testimony, the Court of Appeals admitted the followi ng queries : 

a) the profits which Fonnula Giochi would have earned if it had had access to the gaming market according to 
conservative criteria which took into account the company's size, its ability to penetrate the market and its 
investment capacities; 

b) whether Fonnula Giochi had suffered any damages from the inability \0 present itself as an operator other than 
Sisal and Lottomatica in the Italian gaming market; 

c) if the response to point 2 was positive, whether it was possible to quantify the damages suffe red by Formula 
Giochi for having missed said opportunity, referring to valid economic parameters and according to rational 
methods leading to statistically plausible conclusions, and a prudent evaluation. 

The Court set the deadline to submit such expert opinion to be 90 days and to begin assessment hearings on March 8, 
2007. The same date was indicated as the deadline for designating each party's expert v.<itnesscs. The same date was 
indicated as the dcadlinc granted to the parties to designate their expert witnesses. Lottomatica designated Umilc 
Sebastiano lacovino as ils expert witness. 

At the December 10, 2007 hearing, in view of the request for an extension and clarificalion filed by the cxpert 
witness, thc Court extended the deadline to submit the expert opinion to 40 days and postponed thc next hearing to 
March 3, 2008. 

6. Appeal Concerning Network Tender 

On October 27,2005, RTI Albacom-Fastweb served an appeal 011 Lottomatica before the TA R Lazio challengi ng the 
tender process relating to, and seeking the annulment, after suspension, of a contract for data transmission setvices on 
the private Lotto network operated by Lotlomatica; and requested thai Lottomatica be sentenced to pay damages. 
Lottomatica filed an appearance requesting that the claims made by plaintiff be rejected. 

At the hearing of November 23 , 2005, RTI Albacom-Fastwcb withdrew its suspension request. The hearing was 
scheduled for October 11,2006, at which Lottomatica's lcgal representation filed a motion to suspend the hearing due 
to the merger of Lottomatica into NewGames S.p.A. The appeal was sent for a decision specifically highlighting the 
cause orthe suspension, on which the President reserved to decide . On October 11,2006 the TAR Lazio decided to 
interrupt after taking notc of the merger of Lottomatica into NcwGames S,p,A. 

On January 9, 2007 the RTI ALBACOM - FASTWEB notifi ed resumption of the proceeding. Accorrling to the legal 
representatives of Loltomatica, the resumption of the appeal was notifi ed latc. 
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30. Litigation (continued) 

7. "'LAS VEGAS" Illstant Lottery Petitions 

Non-winning "Las Vegas" instantaneous lotteries (Scratch and Win) tickets have been presented to the Consorzio 
Lottcrie Nazionali (National Lottery Consortium) for payment starting from April 2006. 

As o f January 20, 2008 480 petitions and 102 requests for inj unctive payments have been presented to the ConsorLio 
Lotterie Nazionali for a total sum of€5 million. There have also been nwnerOlls requests fo r out-o f coun payments _ 
All the claims (whether in or out of coun) are identical in all the payment requests of non-winning tickets . The players 
claim that according to their interpretation of the Game Regulations established with the Finance Ministry Decree of 
February 16, 2005, the amounts corresponding to thc winnings indicated in the various areas of the tickets are paid 
every lime cards with symbols from 10 10 K appear even if the regulations state that all the cards must have the same 
po ints. As a matter of fact, the players argue that cards from 10 to K are worth the same in all French card games. 

T he Consortium deems these requests to be unfounded in that they do not fo llow the Game Regulations which 
explici tly describe the qualifications of a winning ticket. 

To date, the fol!owi ng rulings have been issued: 

a) 58 rulings fu!!y accepti ng the reasons put forward by the counsels assisting the Consor-t.:io Lotterie Nazionali 
during the trial; 

b) 15 rulings in which, although rejecting the main claim to pay winning tickets, the l udge acccpted the damage 
compensation claim for deceptive advert ising in the notices printed on the back of the tickets (about €250.00 pe r 
position); 

c) 14 rul ings which rejected the main claim to pay winning tickets, but the Consorti um was sentenced to rei mburse 
the cost of the tickets, in addition to damage payment (about €300.00 per position), fo r it was not proven during 
the trial that the game regulations had been put up in the individual retailers' premises; 

d) 22 rulings accepted payment of the prize amount in addit ion to claim compensation. 

With regard to unfa voumble ru!ings, the Consortium instructed its counsels to file an appeal with the Supreme Court 
(to date. !6 appeals have been fi led) and, in any case, in their opinion said rulings do not change the generally posit ive 
outlooks on the fina l outcome of the pendi ng dispute. 
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8. AAAvanti vs. Lottomatica [talia Servi;j 

On August I, 2005 the company known as AAA "anti S.d brought a case against Lottomatica halia Servizi before the 
Civil Court of Rome regarding non-compliance with the ticketing contract related to the 1° Festival lntcmazionalc di 
Musica cd Arte Contcmporanea operated by LIS and entered into on June 6 - 8, 2006. Due to the aforesaid non
compliance, the company AAAvanti requested reparations for exemplary damages totalling €O.5 million. LIS 
appeared contesting the ex adverso conclusions. The first presentation hearing was held on February 16, 2006. After 
ascertaining cross-examination correctness, the Judge scheduled a hearing for October 10, 2006. On the hearing of 
October 10, 2006 the Judge decided to postpone to May 4,2007 and thus giving until March 5, 2007 to deposit the 
new requests and until April 20, 2007 to bring in the evidence. 

At the December 18, 2007 hearing, the Court postponed the case to May 29, 2009 fo r final ruling. 

The LIS legal council is of the opinion that the case may have a negative outcome. 

9. TOTOBIT - Navale Assicurauolli ArbitratiOll 

Totobit Infomlatica Software e Sistemi S.p.A., a company of the Lottomatica Group, within the scope of its business 
acti vities enters into contracts regarding IT services (cell ular phone top-ups) with third party retailers. Totobit took 
out a policy with Navale Assicurazioni S.p.A. on January 23. 2002 in order to guarantee the fulfilment of payment 
obligations under the corresponding contracts regarding such activities. Said policy envisaged issuing of bank 
guarantees to Totobit. The policy had a 3 year duration beginning from January 28, 2002. According to the policy 
provisions, any breach on the part of the retailers may be reported by Tolobil within and not later than 3 months of the 
policy's alUlUal expiration; the guar,mlce oulsitle this tleadline would no longer be valid. On November 22, 2004 the 
insumnce company sent Totobit a notice informing same that the policy would be terminated effective as of January 
28,2005, thus blocking the settlement of e1aims allegedly reported late by Totobit for a total of € I .5 million. In view 
of said missed payment, the arbitration proceeding was initiated on November 8, 2005 with Paolo Berruti Esq. as its 
arbi ter. Navale Assicurazione served notice of its designating Professor Claudio Russo Esq. as its arbiter on December 
16, 2005. Both arbiters designated Professor Luigi Farengo Esq. as Panel Chairman. In the hearing of May 24. 2006, 
the Panel approved the expert witness Mr. Enrico Proia to make a technical-accounting review of the documents 
produced by Totobit on request by Navale Assicurazioni, and scheduled the n.-xt hearing fu r Jum: 7, 2006. 

On January 22, 2007 the Arbitration Panel partly accepted the requests made by Totobit and sentenced Navaie 
Assicurazioni S.p.A. to pay the sum of€239,9 1 1.66. The amount refers exclusively to enforcemcnt actions prior to 
April 28, 2005 . The Panel partly accepted the counterclaim of Navale Assicurazioni S.p.A. regarding some positions 
enforced under the policy at issue. The hearing resulted in the sentencing ofT otobit to pay the sum of €200,654.19. 
Half the arbitration procedure expenses are equally divided between both parties; the other half is to be borne by 
Tnt()bit . 

A fund totalling € I.O million has been set aside for this dispute. 
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J O. Videolotteries Litigation on the AAMS Authorization 

Following the modifications made by the 2006 Budget Law to Article 110, section 6 orlhe R.D. no. 773 of 1931 
(Consolidated Public Safety Act}- where appropriate gaming equipment is defined as thai connected 10 the data 
transmission network as per Article 14 bis, section 4 of Presidential Decree no. 640 of 1972 - AAMS confinned with 
the communications of October 25 and November 2, 2005 that all terminals that had been authorized for activation. 
but not connected to the data transmission network, had to be removed from the retailing premises where they were 
located and placed in the warehouse after launching the blockage procedure. Furthermore, on June I, 2006 AAMS 
notified all the concessionaires that as of July 1, 2006 it would have revoked all authorization titles with a penalty 
ranging from El ,000 to E6,OOO for each piece of machinery which said resulted to be unconnected for more than 30 
days, as foreseen in Article 110, section 9, let. c) of the Consolidated Public Safety Act (TULl'S). Article 110 of 
TULPS provides that the secondary sanctions for the above violations results in the lack of authorization from AAMS 
to the violator for a period of 5 years. 

In order to enforce the above mentioned laws, AAMS scnt its own inspectors to ensure that the adjustments were 
adhered to. In the cases where the owner of the terminals did not carry out the necessary modifications and where 
AAMS held it was also the concessionaire's responsibility and fault, it has fi led a claim, including Lottomatica 
Videolot Rete S.p.A., for having "permitted the use o/terminals which do not conform to the prescriptions as in the 
previously staled point 6." The above mentioned measures taken by AAMS have been objected to by Lottomatica 
Videlot Rete, mostly for the assumption that the Concessionaire is not the owner of the tenninals, and ahhough in 
some instances it is aware ofa terminal being disconnected, does not have control of the network and thus can remove 
the terminal without incurring in criminal charges. Lottomatica Videolot Rete can only persuade the owner to do so 
with written notices (as it has always done), or in the case that the terminal is connected regularly to the network but 
launched the game previous to the 30 days prior to the inspection date. 

A good number of said proceedings ended further to the acceptance of the reasons given in the defence briefs 
submitted by the Concessionaire; at this point, the Administration would dismiss the cases. 

11. Appeals Concerning the AAMS Tender for the Awarding ofSpOrlillg RiglJls 

On February 26, 2007, A YCONS Societa Consonile a Responsabilita Limitata ("Aycons") served a notice of appeal 
to the TAR Lazio challenging the Decree of December 21, 2006 published in the Official Journal of the Italian 
Republic (G.U.R.I.) no. 300, ordinary supplement no. 248 on December 28,2006, which finally awarded the point of 
salc rights for sporting games as well as the activation of the onlinc sporting game network. Lottomatica, on behalf of 
a company to be incorporated, was awarded the following; the concession of the gaming rights according to Article 
38, section 2 and 4 oftbe Legislative Decree no. 223/06, the sale rights according to Article 38, section 2 of the 
L.egislative Decree no. 223/06 which was then converted to Law no. 248 of August 4,2006 and the rights to activate 
the online sporting game network. 

On April 16,2007, through a filing reporting additional reasons, Aycons served a notice to Lottomatica requesting the 
suspension of (i) the notice of February 23 , 2007 (registry number 2007/6087/UfT. 1 OO/Conc) with which AAMS 
notified Lottomatica Scommesse of the resolve to sign the agreement for the concession and (ii) the "agreement for 
the concession of the public games as awarded to Lottomatica Scommesse s. r.l." 
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Aycons claims that Lottomatica, as sole stockholder ofthe company to be established, in violation of Article 4 .2 of the 
Tender, still held 35% of the Cogetech share capital on the expiry date fo r the presentation of the tender participation 
application (October 20, 2006) through its subsidiary GrECH. 

On March 16, 2007 Lottomatica appeared before the court denying Aycons's claim and submitted documents 
demonstrating that GTECH (100% owned by Lottomatica), further to Authorisation from AAMS, had sold its share of 
Cogetech on October 16, 2006 and therefore before the said deadline of October 20, 2006. As a resul t, when 
Lottomatica presented its application to participate in the tender, there was no coIlllection with and/or control of 
Cogctcch by Lottomatica. 

As of yet. Aycons has not requested to set a merit hearing and it can therefore be deduced lhat the plaintiff will not 
continue the case. 

The tender at issue was also challenged before the TAR Sicily by JACKBET s.r.l., KlNG BET s.r.J. and AGENZIA 
IPPICA DELLO STRETTO s.n.c. With regard to said appeal, Lottomatica proposed to have a preliminary decision on 
jurisdiction by the Council of State. 

By judgement of July 10, 2007, the Council of State, accepting the settlement proposed by Lottomatica, declared the 
TAR Lazio to have jurisdiction. As of yet, a discussion hearing of the appeal has not been set. 

J 2. Request for Conclusions from the Audit Deparlmellt Oil the Setting-Up alld Operation of a Screen-Based 
Gaming Management Nehfiork 

On June 1,2007, the Regional Public Prosecutor' s office at the Lazio Jurisdictional section of the Audit Department, 
based on the data provided by SO.GE.1. to the Tax Police which the latter sent to the Audit Department, notified 
Lottomatica Videolot Rete S.p.A., and all other nine concessionaires for the screen-based operation of legal gaming 
(new slot), oran invitation to submit their briefs wi th regard to an investigation on possible damages to the state 
treasury. 

The regional Prosecutor contested Ihat Lottomatica Videolot Rete, in conj unction with some AAMS officials, 
inaccuratt:ly fulfillt:d a IIUlllbt:r or obligations rdating to tilt: wm;cssioll and rai led to comply with certai n service 
levels. The damage to the state treasury supposedly caused by Lottomatica Videolot Rete, in conjunction with said 
AAMS officials, is alleged to add up to approximately €4.0 bill ion. 

Lottomatica Videolot Rete fil ed its brief on June 27, 2007, arguing to have always complied with it .. obligations as 
concessionaire and asking for the case against it to be dismi ssed. 

On January 8, 2()()R, the Regional Publi c Pm~cutor for the Audit Department served notice to Lottomatica Videlot 
Rete regarding the charges brought forth. T he deed has no effect on Lottomatica Vidcolot Rcte and its Counsel's 
position, both of whom consider the charges to be unfounded. 

The fi rst hearing before the Audit Department has been set to December 4, 2008. 
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Further to and with reference to the investigation made by the Regional Prosecutor, AAMS challenged Lottomatica 
Videolot Rete, and all the other ninc concessionaires, with regard to the same non-fulfilments independently of any 
consideration on the merit. and on a precautionary basis requested payment of the same amounts disputed by the Audit 
Department. AAMS reserved to make a fina l decision further to receiving the briefs from the concessionaires. In its 
bri ef. Lottomatica Vicleolot Rete challenged AAMS's claims and inslmcted its counsels to file an appeal with the 
TAR Lazio to request suspension of the order demanding payment of the sanctions at issue. 

On July 25 , 2007, the TAR Lazio ordered the suspension of AAMS's said order rendering it null and void claiming it 
was carried out without any valuation of the alleged lack of conformity of the concession on behalf oflottomatica 
Videolot Rete. The mcrit hearing has been set to January 23, 2008. As the hearing date approaches, Lottomatica 
Videol ot Rcte has lodged a technical report in which the opinions of various expert in the field are included and 
therefore confiml Lottomatica Vidcolot Rete's complctc fulfilment of tile concession requi rements and obligations 
stated in the Convention signed with AAMS. 

It is demonstrated in said report that Lottomatica Vide10t Rete has set up a complete and efficient gaming system in 
compliance to the concession requirements. Thanks to such gaming system, which is both or high technological and 
economic value, all information received from the gaming machines are transmitted directly to AAMS. 

Counsel assisti ng Lottomatica Videolot Rete arc of the opinion that the disputed sanctions are to be considered 
inapplicable and, as a result, the amounts thercofwould not bccome due. 

It is noted that the VI Commission (Finance) of the House of Representatives by resolution dated July 26, 2007, in 
view of the need [0 take timely action on the games sector, particularly with regard to operation of entertainment 
devices, also in light of the ini tiatives of the aforementioned Audit Department, obtained Government commitment to 
adopting all the necessary initiativcs for the immediate review of the concession agreements relating to entenailllncnt 
devices, also envisaging the possible application of sanctions in compliance with the principles of reasonableness and 
proportional ity. Further to thi s resolution, AAMS, together with all concessionaires, organised a technical committee 
aimed at implementing all that is set out in the said resolution. Further to said resolution, an accord was reached on the 
changes to be made to the concession agreement. The revised agreement has been submitted to the Ministry for the 
required Council of State opinion. In the hearings of November 13 and December 4, 2007, the Council of State stated 
favourable opinion regarding the adjustments to the concession. Specifically, the Council of State shared and agreed 
with the proposal for a new system to apply the fines 011 behalf of AAMS which result according to "reasonable" and 
"proportional" principles and with direct reference to the ascertained incompletion and actual damages recei ved. 

J .l A WP AUachm ent Order Issued by the h,vesfigatiltg Judge of tile Venir::e Prosecutor's Office 

By order issued by the Investigating Judge ofthc Venice Prosecutor' s Office, on June 15,2007 attachment was 
enforced on approximately 105,000 electronic gaming devices containing the so.callcd "Black Slot", "Stack Slot" and 
"Tena Dimensiolle" software programmes, in that they were considered non-complaint with the requirements set out 
in art. 110, section 6 of the TULPS. The offenccs alleged in the attachment order are gambling, abstract fal sification, 
forgery and conspiracy to commit crime. No Lottomatica Videolot Rete representative has been charged with any 
alleged felonies. 
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The Judge pointed out that said devices, which account for morc than 40% of the devices currently installed in the 
country, obtained administration conformity certification from the AAMS by way of fa lse statements issued by the 
Certifyi ng Agencies. Lottomatica Videolot Retc is not involved in this proceeding and no allegation has been made o r 
implied against the same. Lottomatica Videolot Rete has only been requested by AAMS to remove the above 
indicated gaming device. 

On July 4, 2007 AAMS published a note on its site concerning the attachment order, including an invi tation from the 
Prosecutor to all operators, and infonning all concessionaires, to proceed with the removal of thc devices 

With regard to Lottomatica Videolot Rete, the attachment concerns approximately 9,700 electronic devices, 490 of 
which are owned by same and the remaining ones owncd by its operators, although connected to its network . 

At the 24 July 2007 hearing, the Venice Court of Appeals stated that the appeal fi led by Lottomatica Videolot Rete 
was inadmissible with regard to the devices owned by same, the decision being supported by the fact that the 
attachment order had merely bcen issued and had not been perfonned, an essential condition for granting the right to 
challenge. 

By notice dated August 7, 2007 AAMS urged all Concessionaires to disconnect the devices at issue. Lottomatica 
Videolot Rete responded to the said notice from AAMS with a letter dated August 10,2007 stating that said planned 
disconnection of the devices, with concurrent replacement of same, requires a suitable lapse of time in order for it to 
be carried out in an organised manner. given the complexity of the activities involved and given that AAMS did not 
specify any procedures. Lottomatica Videolot Rete then notified the procedure that it intends to adopt in order to 
comply with said request. Said procedure was also notified to the Venice Prosecutor ' s office, which has j urisdiction 
on the matter. 

Atlhe end of September, the aforementioned attachment was performed on 25 1 devices owned by the operators but 
connected to the network of Lottomatica Videolot Rete. Moreover, 2 devices owned by Lottomatica Videolot Rete, 
for which a motion for review had been filed with the Court of Veni ce, were al so attached. All devices fo r which the 
attachment order was carried out had been correctly d isabled and, as a result, Lottomatica Videolot Rete should not 
face any gambling charges. 

II is noteu thaI of lhe 9,700 uevi!;t:s of the same type as Ihose that wert: in!;luueu in the alladunent oruer, 9 ,500 have 
already been replaced. 

At the November 14,2007 hearing, the Court of Venice rejected the motion brought forth by Lottomatica Videolot 
Rete in so far as according to the technical consultations offered by the Prosecutor all versions of the game, with the 
exception of Black Slot version 1.5, al low a breach of the maximum winning amount as established by the law. As a 
result, these games would create unsafe and uncerta in gaming conditions. 
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14. SUPERhJVALOTTO Tellder 

On Octobcr 24, 2007, STANLEY 1l\'TER:'lATlONAL BETTING LIMITED served an appeal on AAMS, 
Loltomatica, Sisal and SNAI before the TAR Lazio asking for the annulment, further to suspension, of the deeds of 
the "Selection procedure for assigning the operation and development ofnumcrieal games w ith national totalisator 
under concession"launched by AAMS on June 29, 2007. STANLEY believes that the tender deeds are in conflict 
with European Community rules and principles with regards to freedom of establislunent and service provision. 

A similar appeal, which however has not been served on Lottomatiea but to AAMS and SISAL, was filed by INDEX 
GROUP. On November 21, 2007, the TAR Lazio declared the appeal brought forth by STANLEY to be inadmissible 
and rejected it based on merit. STANLEY contested the T AR Lazio's ruling before the Council of State, presenti ng 
again the same arguments as presented before the TAR and requested the suspension of the tender deeds. 

GTECH's Business 

CEF COIl/rael Proeeeding,~ 

Background. 

In January 1997, Caixa Economica Federal ("CEF""), the Brazilian bank and operator of Brazil's National Lottery, and 
Racimec Informatica Brasi leira S.A. ("Racimec''), the predecessor ofGTECH's subsidiary GTECH Brasi l Ltda. 
("GTECH Brazil"), entered into a four·year contl".a.ct pursuant to which GTECH Brazil agreed to provide online 
lottery services and technology to CEF (the "1997 Contract"). In May 2000, CEF and GTECH Brazil terminated the 
1997 Contract and entered into a new agreement (the "2000 Contnl.Ct'') obliging GTECH Bmzil to provide lottery 
goods and services and additional financial transaction services to CEF for a contract term that, as subsequently 
extended, was scheduled to cxpire in April 2003. In April 2003, GTECH Brazil entered into an agreement with CEF 
(the "2003 Contract Extcnsion") pursuamlo which: (a) the tcnn ofthe 2000 Contract was extended into May 2005, 
and (b) fees payable to GTECH Brazil under the 2000 Contract were reduced by 15%. On August 13,2006, all 
agreements between GTECH and CEF, including the 2000 Contract and the 2003 Contract Extension, terminated in 
accordance with thei r terms. 

Criminal Allegations Aga inst Cer tain Employees And Related SEC Investigation 

As previously reported, in late March 2004 federal attorneys with Brazil 's Public Ministry (the "Public Ministry 
Attorneys") recommended that criminal charges be brought against nine individuals, including four senior officers of 
CEF, Antonio Carlos Rocha, the fanner Senior Vice President o[GTECH and President ofGTECH Brazi l, and 
Marcelo Rovai, then GTECH Brazil's marketing director and currently employed at GTECH's site in Chilc. 

The Public Ministry Attorneys had recommended that Messrs. Rocha and Rovai be charged with offering an improper 
inducement in connection with the negotiation of the 2003 Contract Extension. and co-authoring, or aiding and 
abetting, certain allegedly fmudulent or inappropriate management practices of the CEF management who agreed to 
enter into the 2003 Contract Extcnsion. Neither GTECH nor GTECH Brazil is the subj ect of this criminal 
investigation, and under Brazilian law (which provides that criminal charges may not be brought against corporations 
or other entities), entities cannot be subiect to criminal charges in connection with this matter. 
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in June 2004, the judge reviewing these charges prior to their being filed refused to initiate the criminal charges 
against the nine individuals, including against Messrs. Rocha and Rovai. but instead granted a request by the Brazilian 
Federal Police to continue the investigation which hall been suspended upon the reconunclluatiOll of tile Public 
Ministry Attorneys that criminal charges be brought The Brazi lian Federal Police subsequently ended their 
investigation and presented a report of their findings to the court. This report did not recommend lhal indictments be 
issued against Messrs. Rocha or Rovai, or against any current o r fo rmer employee ofGTECH or GrECH Brazil. 

The Public Ministry Attorneys have since requested that the Brazilian Federal Police reopen their investigation. 
GTECH understands that investigations by the Brazilian Federal Police are ongoing, including an investigation 
respecting the award of, and performance under, the 1997 Contract and the 2000 Contract. 

As previously reported, GTECH is cooperating full y with the investigations by Brazilian authorities and have 
encouraged Messrs. Rocha and Roval to do the same. 

In addition, as previously reported, GTECH conducted an internal investigation of the 2003 Contract Extension under 
the supervision of the independent directors ofGTECH Holdings Corporation. The investigation did not reveal any 
reason to believe that any of GTECH or GTECH Brazil's current or fomler employees had committed any criminal 
offenses. 

Notwithstanding the favorable resolution of the Brazilian Federal Police's initial investigation, on June 21,2006, a 
special investigating panel of the Brazilian congrcss issued a rcport and voted, among other things, to ask the Public 
Ministry Attorneys to indict 84 individuals, including one current and three fonner employees ofGTECH Brazi l, 
alleging that the individuals helped GTECH Brazil to illegally obtain the 2003 Contract Exte nsion. GTECH found 
nothing in the congressional report to cause it to believe that any present or former employee of GTECH or GTECH 
Brazi l committed any criminal offense in connection with obtaining the 2003 Contract Extension . 

As previously reported. the SEC began an infonnal inquiry in February 2004, which formal inquiry became a fonnal 
investigation in July 2004, into the Brazilian criminal allegations against Messrs. Rocha and Rovai, and GTECH 's 
involvemcnt in the facts surrounding thc 2003 Contract Extension, to ascertain whether there has been any violation of 
United States law in connection with these matters. In addition, in May 2005, representatives of the United States 
Department of Justice asked to participate in a meeting with GTECH and the SEC. GTECH has cooperated fully with 
the SEC and the United States Department of Justice with regard to these matters, including by responding to their 
requests fo r infonnation and documentation. 

GTECH has fo und no evidence thai GTECH, GTECH Brazil, o r any of their current or fonner employees, has 
violated any United States law, or is otherwise guilty of any wrongdoing in connection with these matters. 
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C ivil Action By The Public Ministry Attorneys 

As previously reported, in April 2004 the Public Ministry Attorneys initiated a civil action in the Federal Court of 
Brasilia against GTECH Brazil ; 17 former officers and employees ofCEF; the former president of Racimec; Antonio 
Carlos Rocha; and Marcos Andrade, another former officer ofGTECH Brazil. This civil action alleges that the 
defendants acted illegally in entering into, amending and performing, the 1997 Contract, and the 2000 Contract. 

This lawsuit seeks to impose damages equal to the sum of an amounts paid to GTECH Brazil under the 1997 Contract 
and the 2000 Contract, and certain other pennitted amounts, minus our proven investment costs. The applicable 
statute also pennits the assessment of interest and, in the discretion of the court, penalties of up to three times the 
amount of the damages imposed. GTECH estimates that through the date of the lawsuit, GTECH Brazi l received 
under the 1997 Contract and the 2000 Contract a lotal of approximately 1.5 billion Brazilian rcals (or approximately 
€573 million at currency-exchange rates in effect as of Deccmbcr 31,2(07). In addition, although it is unclear how 
investment costs would be detennined for purposes of this lawsuit, GTECH estimates that its investment costs through 
the dale of the lawsuit were approximately between 1.2 billion and 1.4 billion Brazilian real s (or approximately 
between €458 million and €535 million at currency exchange rates in effect as of December 31, 2007) in aggregate; 
however, these investment costs could be disputed by CEF, and are ultimately subject to approval by the court. 

GTECH has been advised by Brazilian counsel that these proceedings are likely to take several years, and could tak e 
longer than 15 years in ccrtain circumstances to litigate through the appellate process to final judgment. GTECH 
believes that these claims arc groundless. 

As previously reported, in June 2004, the Federal Court of Brasilia granted a procedural injunction in connection w ith 
this civil matter which ordered that 30010 ofpaymcnts made subsequent to the datc of lhe injunction to GTECH Brazil 
by CEF under the 2000 Contract be withheld and deposited into an account maintained by the Court. GT ECH Brazil 
filed an appeal respecting the court 's grant of this injunction in July 2004. On March 22, 2005, a panel of judges of 
the Brazi lian Federal Court of Appeals heard the appeal of the procedural injunction granted by the Federal Court o f 
Brasilia and issued an order discontinuing the withholding of payments duc to GTECH Brazil fro m CEF that had been 
mandated by the procedural injunction and requiring the return to GTECH Brazil of amounts in excess of 40 million 
Brazilian reals held in escrow pursuant to the procedural injunction. Tht: appeals court also ordered that 40 million 
Brazilian reals continue to be held in escrow. GTECH Brazil appcaled the Court of Appeals decision with respect to 
the continued withholding of40 million Brazilian rcals in a court account. In a ruling dated October 23, 2007, the 
Superior Court of Justice ruled in GTECH Brazil 's favor and ordered the amounts held in escrow to be released. 
Amounts, exc1usivt: ofintercst, held in escrow as of Deccmber 31,2007 were valued at approximately €15.3 mill ion 
at currency exchange rates in effect as of such date. On February 22, 2008, GTECH Brazil received thc court ordered 
return of funds held in cscrow plus related interest. 
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30. Litigation (continut!d) 

TCU Audit 

As previously reported, in June 2003, the Federal Court of Accounts ("TCU''), the court charged with auditing 
agencies of the Brazilian federal government and its subdivisions, summoned GTECH Brazil , together with several 
current and fonner employees ofCEF, to appear before TCU's Brasilia court to show cause why the defendants 
should not be required to jointly pay a base amount determined on a prelimi nary basis by the TCU to be due of 
91,974,625 Brazilian reals, duly indexed for inflation and interest as of May 26, 2000 (Decision No. 692/2003). 
GTECH estimates that this claim, in aggregate, is for the local currency equivalent ofapproximatcly €35.1 million at 
currency exchange rates in effect as of December 31,2007. The allegations underlying this sununons arc set forth in a 
report (the '"2003 Audit Report') issued by the TCU in May 2003 respecting an audit conducted by the TCU of the 
1997 Contract. 

The central allegation of the 2003 Audit Report is that under the 1997 Contract, GTECH Bmzil was accorded certain 
payment increases respecting lottery services, and it contracted to supply to CEF certain lottery-related services, that 
were not contemplated by the procurement process respecting the 1997 Contract and that are not otherwise pennitted 
under applicable Brazilian law. The 2003 Audit Report alleges that as a result ofthis, CEF overpaid GTECH Brazil 
under the 1997 Contract for the period commencing in January 1997 through May 26, 2000, and that GTECH Brazil 
is liable with respect to such alleged overpayments as specified above. The 2003 Audit Report does not allege that 
GTECH Brazil acted improperly. 

In November 2003 . UTECH 8 mzil presented its defense to the elaims and preliminary determination of the TeU that 
CEF had overpaid GTECH Brazil. In light of ils defcnse, in Septcmber 2004, the TCU reduced its dc1ennination of 
the amount alleged to have been overpaid to GrECH Brazil by CEF under the 1997 Contract from 91 ,974,625 
Brazilian Teals to 30,317,721 Brazilian reals, or approximately €11 .6 mill ion at currency exchange rates in effect as of 
December 3 1, 2007. This detennination by the TCU remains subject to approval by TCU's judges. 

In June 2005, the TCU issucd a second preliminary report (the "2005 Audit Repon"; collectively with the 2003 Audit 
Report, the "TeU Audit Reports') re!>"pc<.1ing GTECH Bnlzil's contnlcts with CEF. While GTECH Brazil has not 
been fonnal ly served with a copy of the 2005 Audit Report, GTECH understands that its eentnil al legations are that 
the 1997 Contract was improperly transferred from Racimec to GTECH Drazil; it was accorded certain paymem 
increases respecting financial services transactions that were not contemplated by the procurement process respecting 
the 1997 Contract or otherwise pennitted under applicable Brazilian law; and the 2003 Contract Extension was 
entered into a manner inconsistent with Drazilian law and the procurement process respecting the 1997 Contract. The 
2005 Audit Report alleges that as a result of these considerations, CEF ovcrpaid GTECH Brazil under the 1997 
Contract and the 2000 Contract. T he 2005 Audit Report seeks payment from GTECH of a base amount detcnnined 
on a preliminary basis by TCU 10 be approximately 300 mi1lion Brazilian reals. GTECH estimates this claim in 
aggregate, is for the local currency cquivalcnt of approximately €1 14.6 million at currency exchange rates in effect as 
of December 31, 2007. Amounts sought by the TeU under the 2005 Audit Report are independent of, and in addition 
to, amounts sought under the 2003 Audit Report. 

GTECH believe.<l thai these claims are without merit. GTECH further believes thal the claims and determinations of 
the TCU Audit Reports will, in essence, be merged into the civil action instituted by the Public M inistry Attorneys 
described above, and are accordingly unlikely to represent an independent potential source of li ability for GTECH. 
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30. Litigation (continued) 

(eMS Tax 

On July 26, 2005, the State of Sao Paulo challenged GTECH Brazil for classifying the remittances of pri nting ribbons, 
rolls orpaper and wagering slips ("Consumables") to loUery outlets in Brazil as non-taxable shipments. Additionally, 
thc Consumables were not goods for sale but products used to provide the overall lottery services. GTECH Brazi l 
also argued that the law provides that personalized printed materials arc considered non-taxable. The tax authorities 
disagreed with the classification ofGTECH Brazil and argued that these Consumables would be subject to leMS tax 
as opposed to the lower rate ISS tax that GrECH Brazil paid. The value of the tax assessment at the time the matter 
was brought agaim,t GTECH Brazil was BRR 44.2 million (or approximately €16.9 mill ion at currency exchange rates 
in elTect as of December 31. 2007). The tax authorit ies argue that in order for printed matter to be considered non
taxable it has to be ·'personalized." To be considered personalized, the Consumables must be intended fo r the 
exclusive use of the one ordering them. GTECH Brazil fil ed its defense against the Tax Assessment Noti ce, whieh 
was dismissed. The Company filed an Ordinary Appeal, which was not granted (published in the DOE on 04/03 and 
put into circulation on June 3, 2006). GTECH Braz il filed a Special Appeal to the Court of Taxes and Fees. which is 
pending judgment. The Company has been advised by Brazilian counsel that these proceedings are likely 10 take 
several years, and could take longer than 7 years to litigate through the appellate process to final judgment. The 
Company believes that these claims are groundless. 

Import Duties 

In 1998, the Brazilian Internal Revenue Service ("BIRS") provided SB Industria e Comercio Ltda. ("SB"), a 
subsidiary ofGTECH, with notice of a tax assessment ofBRR 17.8 million (or approximately €6.8 million at currency 
exchange rates in effect as of December 31, 2007) for improperly claiming tax credits in 1996 and 1997. On October 
27. 1998. S8 fil ed its defense in an administrative proceeding that the taxes were not due because during the 
applicable period, S8 manufactured and assembled tenninals in a tax free zone in the State of Amazonas. The 
administrative lower court has twice rejected the BlRS's documents. The Company has been advised that the matter 
was determined favorably to S8 in the lower admini!.1rarive court but that the Company's advisors in Brazil believe 
that the BIRS filed an appeal and a decision at the appellate level is pending. The Company believes that the claims 
by the BIRS arc groundless. 
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31 . Commitments and contingencies 

Commitments 

Acqui£itioll of Atrollie 
GrECH entered into an agreement in December 2004, as amended in January 2006 (collectively, the "Agreement"), 
to acquire a 50% controlling equity position in the Atronic group of companies ("Atronic") owned by Paul and 
Michael Gauselmanll (the "GauselmaiUJs"). Alronic is a video gaming ma(;hinc manufar.::lurer and also develops video 
machine games and customized solutions for dynamic gaming operations. This transaction was contingent upon 
regulatory and gaming license approvals and other closing conditions. In October 2006. GTECH submitted a non
refundable advance payment of €20 million to an escrow account held by Atronic's attorney, as required by the 
Agreement. This payment was to be applied toward the purchase pricc upon closing of the acquisition. Further, if all 
closing conditions had not been satisfied and the acquisition has not closed by June 30, 2007 or September 30, 2007. 
thcn GTECH would pay the Gauselmanns €5 mill ion on each of the above dates to extend the closing deadline for 
another three monlhs, The acquisition did not close by September 30, 2007 and consequently, GTECH made the first 
€5 million payment on July 2, 2007 and the second €5 million payment on Octoher 1, 2007. These payments were 
appl ied to reserves estahlished as part of the purchase accounting related to the acquisition ofGTECH. 

On December 28, 2007, GTECH and the Gauselmanns signed a new agreement providing for the acquisition of 100% 
of Auonic in two parts. On January 31 , 2008 (after the close of 2007), GTECH acquired a 50% controlling interest in 
Atronic for the €20 million advance payment previously paid into escrow in October 2006. GTECH will pay €32 
million for the remaining 50% interest in Atronic. The closing on the remaining 50% interest in Atronic is expected to 
occur by the second quarter of 2008 but must occur by December 31, 2008. 

TabcQrp International HOllg Kong L imited 
On December 19,2007, GTECH Global Services Corporation Ltd. ("GGSC") acquired 500/0 of Tabcorp International 
Hong Kong Limited ("TIHK"), for the purpose of providing a nationwide KENO system fo r Welfare lotteries 
throughout China. TIHK had been formed as a joint venture between TabCorp International No. 1 Pty Limited 
(''Tabcorp'') and China LotSynergy Limited ("CLS'') in 2005, and had launched a trial of the KENO system. CLS 
acquired Tabcorp's interest in the partnership immediately after which GTECH acquired a 50% interest in the joint 
venture for US$20 million (€13.9 million at the December 19, 2007 exchange rale). In addition, GGSC has made a 
capital commitment to T1HK of AUD$7.5 million (€4.5 million at the December 19, 2007 exchange rate) in the form 
of a promissory note to be repaid at the discretion of the T1 HK board of directors. The investment in T1HK has been 
accounted for under proportionate consolidation in the Group's financial statements. 

Installt Ticket Prillting Press 
At December 3 1,2007, thc Group has a € 16.0 million commitment to acquire a ncw instant ticket printing prcss. The 
purchase price is payable in six installments with the last payment expected to be made during the second quarter of 
2009. 
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31. Commitments and contingencies (continued) 

Guarantees and indemnifications 

Performance and other bonds 
In connection with certain contracts and procurements. we have been required to deliver performance bonds for the 
benefit of our customers and bid and litigation bonds for thc benefit of pot en rial customers, respectively. These bonds 
give the beneficiary the right to obtain payment andlor perfomtance from the issuer orthe bond if cenain specified 
events occur. In the case of performance bonds, which generally have a tenn of one year, such events include our 
failure to perfonn our obligations under the applicable contract. To obtain these bonds, we arc required to indemni fy 
the issuers against the costs they incur if a beneficiary exercises its rights under a bond and we do not currently 
anticipate they will do so. The folJewing table provides information related to potential commitments for bonds 
outstanding at December 31, 2007 (in thousands of euros): 

Performance bonds 
Litigation bonds 
All other bonds 

A trOlJic guara"tee 

Tota l bonds 

177,842 
7,336 
2.053 

187,231 

GTECH has guaranteed up to €44.9 million or loans made by a conunerciallende r to Atronic pursuant to a credit 
agreement (the "Atronic Credit Agreement") in connection with the planned acquisition of Atronic. GTECH would 
be required to perform under the guarantees should Atronic fail to make any interest or principal payments in 
accordance with the terms and conditions ef the AlTonic Credit Agreemenc The Atronic Credit Agreement stipulates 
that if any event of default should occur and be continuing under the Atronic Credit Agreement, GTECH would be 
required to deposit in an account with the commercial lender amounts that would be held by the commercial lender as 
collateral for the payment and performance ofGTECH's obl igations under the guarantee. T he commercial/ender 
would have control over this account. The cash deposit would be released to GTECH three business days after all the 
events of defaul t have been cured or waived. The guarantees expire at various dates ranging from June 2009 to 30 
days after the termination or expiration of the Atronic Credit Agreement. Loans outstanding at December 31 , 2007 
were€43.4 million 

At December 31,2007, the carrying amount of the liability for GTECH's obligations under these guarantees is €5.8 
million, which is included in non-current financ ial liabilities in our consolidated balance sheet. A corresponding asset 
of£5.8 mill ion is included in non-curren! financial assets in our consolidated balance sheet. 
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31. Commitments and contingencies (continued) 

Loxley GTEC/I Technology Co" LTD guarantee 
GTECH has a 49% interest in Loxley GTECH Teclmology Co., LTD (" LOT"), which is accounted for using 
proportionate consol idation. LOT is a corporate joint venture that will provide an online lottery system in Thai land. 
On March 29, 2005, in order to assist LOT with obtaining the financing they required to enable them to perform under 
their obligation to operate the online lottery system in Tt13iiand, GTECH guaranteed, along with the 51 % shareholder 
in LOT. loans and performance bonds from trade finance facilities made to LOT by all unrelated commercial lender 
(collectively the "Facilities"). 

GTECH i~jointly and ~verally liable with the other ~hareholder in LGT for thi s guarantee. GTECH would be 
required to perfonn under the guarantee should LGT fai l to make interest or principal payments in accordance with 
the terms and conditions of the Facilities. GTECH's guarantee obligations commenced in July 2005 and will 
terminate upon the start-up of tile on-line Joltery system in Thailand. The maximum amounts guaranteed and the 
outstanding balances at December 31, 2007 are as fol lows: 

(ill millions) 
Maximum amounts guaranteed by GTECH 

Amounts outstanding at December 3 1,2007 

Principal Amount 
in Loans 

Baht E 
1,925.0 43.9 

1,229.4 28.0 

Performance Bonds from 
Trade Finance Facilities 

Baht € 
455.0 10.4 

375.0 8.6 

At December 31, 2007, the carrying amount of the liability for GTECH's obligations under this guarantee is €OA 
million, which is included in current financial liabilities in the consolidated balance sheet. A corresponding asset of 
€0.4 million is included in current financial assets in the consolidated balance sheet. 

Lottery Technology Enterprises guarantee 
GTECH has a 1% interest in Lottery Technology Enterprises ("LTE"), ajoint venture between GTECH and District 
Enterprise for Lettery Technology Applications of Washington, D.C. ("DELTA"). The joint venture agreement 
terminates on December 31, 2012. LTE holds a 10-year contract (which expi res in November 2009) with the District 
of Columbia Lottery and Charitable Games Control Board. Under Washington, D.C. law, by virtue of our 1% interest 
in LTE, GTECH may be jointly and severally liable, with DELTA, for the obligations of the joint venture. 

Commollwealth ofPenmylvunia illdelllllijicatioll 
GTECH win indemnifY the Commonwealth of Pennsylvania and any related state agencies for claims made relating to 
the state's Ilpprovlll ofGTECH's manufacturer's license in the Commonwealth ofPennsylvunill. 

146 

DOCUMENT REDACTED BY TLC -124-10 



2007 Annual Report 

LO'ITOMATICA GROUP AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

31 . Commitments and contingencies (continued) 

Leases 

Operating Leases 
The Group leases certain facilities and equipment under operating leases that expire at various dates through 2023. 
Certain of these leases have escalation clauses and renewal oplions. We are generally required 10 pay all maintenance 
costs, taxes and insurance premiums relating to our leased assets. There are no restrictions placed upon us by enlering 
into these leases. 

Future minimum lease payments for operating leases are as follows: 

(thousands of euros) 

Within olle year 
After one year but not more than five years 
More than five years 

December 31, 
2007 2006 

16,917 
43,847 

3,79 1 
64,555 

17,702 
48,231 

5,639 
71,572 

Rental expense for operating leases was €22.9 million and €11.6 million in 2007 and 2006, respectively. 
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31. Commitments and contingencies (continued) 

Finallce Leases 
The Group leases the GTECH world headquarters facility in Providence, Rhode Island, USA (the "World 
Headquarters") under a finance lease. Under GTECH's Master Contract with the State of Rhode Island, GTECH is 
required to inVest (or cause to be invested) at least US$100 million in the State of Rhode Island, in the aggregate, by 
December 31,2008. This investment commitment included the development ofthc new World Headquarters by 
December 31. 2006. GTECH entered into (i) a development agreement with US Real Eslate Limited Partnership (the 
"Developer"), whereby the Developer developed and OWI1S the World Headquarters; and (ii) an office lease with the 
developer, whereby GTECH leases a portion of the World Headquarters from the Developer for 20 years. GTECH 
occupied the World Headquarters in November 2006, but only began paying rent on March I, 2007. GTECH has the 
right to cancel the lease after June 30, 2023 if the Master Contract with the State ofR1lOde Island is not renewed, in 
exchange for a tennination fee equal to six months of base rent plus operating expenses. The lease includes two ten 
year extension options. GrECH has the unilateral right to extend the lease under the two extension options under the 
same terms as in the base tenn. The lease contains a restriction which docs not allow GTECH to assign the lease or 
sublease their portion ofthe building without the lessor's approval. which is not to be unreasonably withheld. As of 
December 31, 2007, GTECH had no sublease arrangements. Future minimum lease payments under the finance lease 
together with the present value of the minimum lease payments are as follows: 

December 31. 2007 December 31. 2006 
Present Present 

Minimum Value of Minimum Value of 
(thousands of €uros) Payments Payments Payments Payments 

Within one year 1,917 363 1,757 5 

After one year but not more than five years 8,038 2, 181 8,8 17 2,095 
More than five years 26,467 17.044 31,894 19.812 

non-current 34,505 19,225 40,711 21 ,907 

Total minimum lease payments 36,422 19,588 42,468 21 ,9 12 
Less amounts representing finance charges (16,834) (20,5561 
Present value of minimum lease payment .. 19,588 19,58' 21,9)2 2),912 

At December 31, 2007, the net carrying amount of the World Headquarters finance lease asset of€18.0 million is 
recorded in property, plant and equipment, net in the consolidated balance sheet. The carrying amount of the World 
Headquarters finance lease obligation of €19.6 million is recorded in current financial liabil ities (€0.4 million) and 
J.lon-currcnr financial liabilities (€19.2 million) in the consolidated balance sheet. 
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31. Commitments and contingencies (contin ued) 

Sale and Leaseback Transactions 
GTECH relocated to and occupied its new World Headquarters in November 2006. In anticipation of the relocation , 
a master plan was created to optimize the value of the former headquarters, the technology center, the child day care 
center and the undeveloped land in West Greenwich, Rhode Island, USA. Collectively. this property is referred to a s 
the West Greenwich Campus (the "wa Campus"). In December 2006, GTECH sold substantially all of the wa 
Campus for a gross sales price ofUS$43 million and entered into two sales-lease back agreements with the new 
owners. 

GTECH leased the former world headquarters facility for approximately three months, the lead time required to 
relocate its technology operations into the technology center and the data center. GTECH also leased the existing 
technology center. The teclmology center lease has a base term of ten years with four consecutive three-year 
cx.lension options. The lease payments under the option period are equal 10 102% of the previous years rent. The 
lease contains an option for GTECH to cancel the lease after seven years in exchange for a termination fcc equal to 
nine months of base rent, taxes, and operating expenses. Both the former world headquarters facility lease and the 
technology centcr facil ity lease are accounted for as operating leases and future minimum lease payments are included 
in the opcrating leases section above. 

32. Financial risk management objectives and policies 

Our principal fi nancial instruments, other than derivatives, are comprised of debt and cash and cash equivalents. The 
main purpose of these financial instruments is to fund thc capital needs of the Group' s opemtions. We have various 
other financial assets and liabilities, such as trade receivables and trade payables, which arise directly from operations. 

The primary risk inherent in our financ ial instruments is thc market risk arising from adverse changes in interest rates 
and foreign currency exchange rates. We enter into derivative transactions, including principally interest rate swaps 
and forward currcncy contracts, for the purpose of managing intcrest ratc and currcncy risks arising from our 
operations and its sources of fi nancing. It is, and has been throughout the year under review, our policy not to engage 
in currency or interest rate speculation. Our accounting policies regarding derivatives arc set out in Note 2.5. 

Credit risk 
The Group's primary credit risk is derived from our cash and trade accounts receivable balances. We maintain cash 
deposits and trade with only recognized, creditworthy thi rd parties. We evaluate the collectibility of trade accounts 
and sales-type lease receivables on a customer-by-customer basis and we believe our reserves are adequate. A 
maj ority of our trade accounts reccivable are from government lottery entities from which we have historically 
ex.pcrienced insignificant write-off's. Trade accounts receivablc, which generally have 30 day terms, are reported net 
of allowances for doubtful accounts and liquidated damages. Allowances for doubtful accounts arc generally recorded 
when there is objective evidence we will not be able to collect the receivable. Bad debts aTe written off when 
identi fied . 
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32. Financial risk management objectives and policies (continued) 

With respect to credit risk ari&;ng from the other financial assets which comprise cash, available-for-sale financial 
assets, and certain derivative instruments, our exposure to credit risk arises from default ofthe counterparty, with a 
maximum exposure equal to the carrying amount of these instruments (see Note 11). We manage our exposure to 
counterparty credit risk by entering into financial instruments with major, financially sound countcrpartics with high
grade credit ratings, and by limiting exposure to anyone counterparty. 

AI December 31 , 2007 and 2006, approximately 84% and 80'%, respectively, of total trade and other receivables are 
from Italy, Approximately 69% and 71% of receivables from Italy relate to our lottery instant ticket business at 
December 31 , 2007 and 2006, respectively. 

Past due financial assets 
The following is an analysis of the Group's past due financial assets which are comprised entirely of trade and other 
receivables and net of related allowance for doubtful accounts. 

(thausallds af euras) 

Current 
Past due: 

1-30 days 
31-60 days 
61-90 days 
Over 90 days 

Total trade and other receivables 

Allowance for doubtful accounts 

(thousands af euros) 

Balance at beginning ofpc:riod 
Provisions 
Utilization 
Acquisitions 
Translation 
Other 

Balance at end of period 

DOCUMENT REDACTED BY TLC -124-10 

December 31 . 2007 
f % 

636,165 91.5% 

41,310 5.9% 
9, 197 1.3% 
4,431 0.6% 
4,119 0.6% 

59.057 8.5% 
695 ,222 100.0% 

December 31 . 
2007 2006 

(17,266) 
(10,274) 

6,400 
(83) 
591 
994 

(19,636) 

(13,813) 
(1,690) 
4,505 

(6,492) 
168 
56 

(17,266) 

December 31. 2006 
€ % 

555,608 94.5% 

14,970 2.5% 
3.864 0.7% 
3,228 0.5% 

10,492 1.8% 
32,554 5.5% 

588.162 100.0% 
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32. Financial risk management objectives and policies (contin ued) 

Liquidity risk 
The Group's primary liquidity risk is derived from required debt service on our debt and on· going working capital 
needs. The Group 's objective in managing this risk is to maintain a balance between continuity of funding and 
flexibility through the usc cash generated by operating activities, bank overdrafts, and bank loans. We believe our 
ability to generate excess cash from operations to reinvest in our business is one of our fundamental financ ial strengths 
and combined with our committed borrowing capacity we expect to meet our financial obligalions and operating needs 
in the foreseeable future. We expecl lo use cash generated primarily from operating activities to meet contractual 
obligations and to pay dividends. Wc cxpect our growth to be financed through a combination of cash generated from 
operating activities, existing sources of committed liquidity, access to capital markets, and other sources of capital. 
Our corporate debt ratings ofBaa3 from Moody's and BBB- from Standard and Poor's contribute to our abi lity to 
access capital markets at attractive prices, therefore, we do not believe the Group is exposed to a significant 
concentration of liquidity risk. 

The following tables sct out the contractual maturities of the Group '5 financial liabilities: 

Year ended December 31, 2007 
Within I 1-2 2-3 3-4 More than 

(thousands oj euros) ~ear ~cars ~cars ~ars 4 ~cars Total 
Fixed rate 
Capital Securities 46,6 18 750,000 796,6 18 
4.80% Bonds 360,473 360,473 
Finance lease obligation 363 429 502 58 1 17,713 19,588 
Other 226 135 497 12 870 

Floating rate 
Senior Credit Facility 81 ,5 16 122,274 142 ,653 142,653 1,005,366 1,494,462 
Other 7, 106 7,106 

15 1 
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32. Financial risk management objecth'es and policies (continued) 

Year ended December 31, 2006 
Within I 1-2 2-3 3-4 Morc than 

(thousands oj euros) year lears lears ~'ears 4 ~ears Total 
Fixed rate 
Capital Securities 38,65 1 750,000 788,651 
4. 80010 Bonds 473 360,000 360.473 
Finance lease obligation 5 405 479 56 1 20,462 21,912 
Other 407 164 135 497 12 1,215 

Floating rate 
Senior Credit Facility 46,292 91,116 136,674 159,453 1,283,219 1,716,754 
Senior Credit Revolving Facility 7,754 7,754 
Other 6,797 6,797 

Market risk 

Interest rate market risk 
Our exposure to changes in market interest rates relates primari ly to our net debt obligations with floating interest 
rates. Our definition of net debt is variable rate debt less variable rate eash investments. Our policy is to manage 
interest eost using a mix of fixed and variable rate debt. We usc various techniques to mitigate the ri sks associated 
with future changes in interest rates, including entering into interest rate swap and treasury rate lock agreements. As 
of December 31 , 2007 there were US$2.1 billion (notional value) in interest rate swaps outstanding (none at 
December 31 , 2006) and approximately 2% and 60010 of our net debt portfolio was exposed to interest rate 
fluctuations al the end of2007 and 2006, respectively. The interest rate swaps outstanding at the end of2007 begin to 
expire in January 2008, as further described in the interest rate swap section that follows. 

Taking into consideration interest rate swaps outstanding at December 31, 2007, the fo llowing demonstrates the 
sensitivity to a reasonably possible change in interest rates, with all other variables held constant, of the Group's 
income before income tax expense and equity associated with our floati ng rate debt over the next year: 

2007 

2006 

Increase (decrease) 
in basis points 

10 
(10) 

10 
( 10) 
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Effect on income 
before income tax 
expense (€OOOs) 

(500) 
500 

(1,400) 
1,400 

Effect on 
equity (€OOOS) 

1,500 
(1 ,500) 
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32. Financial risk management objectives and policies (continued) 

Foreign currency exchange rate risk 
As a result of significant operations world wide, our consolidated balance sheet can be affected significantly by 
movements in exchange rates due to the translation of foreign currency balance sheet accounts into curo balance sheet 
accounts. We also have transactional currency exposures arising from current and anticipated transactions 
denominated in currencies other than our funct ional currency, ..... hich is Ihe curo. Tmnslalion amounts in other 
reserves (Note 17) in our consolidated balance sheets are derived primarily from our US dollar functional currency 
subsidiaries. 

We seck to manage our fore ign cxchange risk by securing paymcnt from our customers in curos, by sharing risk with 
our customers, by utilizing foreign currency borrowings, by leading and lagging receipts and payments. and by 
entering into foreign currency exchange and option contracts. In addition, a significant portion of the costs 
attributable 10 our foreign currency revenues arc paY-dhle in the local currencies. In limited ci rcumstances, hut 
whenever possible, we negotiate clauses into our contracts that alia ..... for price adj ustments should a material change in 
foreign exchange rates occur. 

From time to time, we enter into foreign currency exchange and option contracts to reduce the exposure associated 
with certain firm commitmcnts, variable service revenues, and certain assets and liabilities denominated in foreign 
currencies, but we do not engage in foreign currency speculation. These contracts generally have maturities of 12 
months or less and arc regularly renewed to provide continuing coverage throughout the year. It is our policy to 
negotiate the terms of the hedge derivatives to match the terms of the hedged item to maximize hedge effectiveness. 

As of December 31 . 2007, we had contracts for the sale of approximately US$165.6 million of fordgn currency 
(primari ly British pounds, Czech koruna, euro, and Danish krona) and the purchase of approximately US$44.2 million 
of foreign currency (primarily Canadian dollars, euro, Polish zlotys, and Colombian pesos). As of December 31, 
2006, we had contracts for the sale of approximately US$ 131.8 million of fo reign currency (primarily British pounds, 
euro, Polish zlotys, and Czeeh korunas) and the purchase of approximately US$46.3 million of foreign currency 
(primarily US dollars, Mexican pesos, Swedish kronas, and Taiwan dollars) 

The following demonstrates the sensitivity to a reasonably possible change in the euro exchange rate, with all other 
variables held constant, of the Group's income before income tax expense and equity associated with our foreign 
currency denominated receivables and payables and foreign currency forward contracts over the next year: 

Effect on income 
Increase (decrease) before income tax EOcclon 

in US dollar rate cxeense {€OOOsl cguitr ~€000s) 
2007 10% 11 ,000 198.000 

(10%) ( 11 ,000) (228,000) 

2006 10% 59,000 156,000 
(10%) (71,000) (191,000) 

Commodity price risk 
Our exposure to conunodity price changes is not considered material and is managed through our procurement and 
sales practices. 
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I/edgilJg activities 

Cash now hedges 

Foreign exchange contracts 

2007 Annual Report 

At December 31, 2007 and 2006, the Group held forward currency and option contracts designated as hedges of 
future foreign currency net cash flows that the Group expects to generate through its operations. The aggregate fair 
value of the contracts at December 31, 2007 and December 31, 2006 was €O.S million and €(OA) million, 
respectively. 

The tenns ofthc currency contracts are typically matched with the forecasted foreign currency transactions to be 
derived from operations up to a period of 12 months. At December 31 , 2007 and 2006, an unrealized gain of £0.8 
million and an unrealized loss of€0.3 million, respectively, was included in equity that related to cash flow hedges 
that were assessed to be highly effective. During 2007 and 2006, losses of€ I .6 mi llion and €0.2 million were 
removed rrom equity and indudet1 ill ~ervicc revenue in our consolidated income statements, respectively. During 
2006, the Group recognized unrealized losses of €l.1 million in the consolidated income statement that were related 
to cash flow hedges that were assessed to be ineITective. 

Interest rate S'l'.'llpS 

At December 31, 2007, the Group held USSI. I billion notional amount of interest rate swaps ("swaps"), with an 
aggregate fair value of €( J 4.6) million, which were designated as hedges of floating interest rates on our Senior Credit 
Facility. These swaps effectively convert US$I.1 billion of our Senior Credit facility 's variable interest rate debt to 
fixed mle debt. Under the terms of these swaps, the Group is required to make fixed interest payments based on rates 
ranging between 3.95% and 5.02% and receives variable interest payments from its counterparties based on either 
one·month or three-month Libor with settlement primarily occurring quarterly. At December 11,2007, we recorded 
an unrealized loss to equity of€9.2 mill ion, net of€5A million of tax benefits, associated with these swaps. 

The contractual maturities of the notional amount of these swaps are as fol lows (US dollars in thousands): 

Maturity 
Date 

June 30, 2008 
September 30, 2008 
December 3 1, 2008 
June 30, 2009 
December 31 , 2009 
June 30, 2010 
December 3 1, 20 I 0 
June 30, 20 11 
December 31 , 20 11 
June 30, 2012 
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Notional 
Amount 

24,11 1 
200,000 

24,111 
36,167 
36,167 
42,194 
42, 194 
42, 194 
42,194 

594,739 
1,084,07 1 
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32. Financial risk management objectives and policies (continued) 

At December 31, 2007, the Group also held U5$1 .0 billion nolional amount of interest rate swaps with an aggregate 
fair value of €(O. l) million, that expire throughout the first quarter of 2008, which werc not designated as hedges of 
floating interest rates on our Senior Credit Facility. We recorded an unrealized loss of €O.l million to interest expense 
associated with these interest ratc swaps. 

The Group did not hold any interest ratc swaps at December 31,2006. 

Prior to the issuance of the Capital Securities in May 2006, Lottomatica entered into swap option contracts for a 
notional value of€750 mi ll ion with financial institutions that effectively limited Loltomatica's exposure to movements 
in interest rates from the date we entered into the swap option contracts to the date that pricing was fixed on the 
Capital Securities issuance. The swap option contracts were terminated during May 2006 for a gai n of approximatel y 
€5.7 mi llion, which was recorded to in other reserves in the consolidated statement of changes in equity and is being 
amortized over the ex.pected life orthc Capital Securities. 

Fair valu e hedges 
As of December 3 1 > 2007 and 2006 there were no fair value hedges. 

Hedges of a net investment in a foreign operation 
The Group did not have any hedges of a nel investment in a foreign operation as of December 31, 2007 or 2006. 

Capital management 
The primary goal of the Group's capital management strategy is to ensure strong credit ratings and healthy fi nancial 
ratios in order to support its business while maximizing corporate value and reducing the Group 's financia l risks. W e 
consider all equity and debt to be managed capital of the Group. 

The Group manages its capital structure and makes adjustments based on long term strategy decisions in light of 
changes in economic conditions. Additionally, the Group seeks to preserve an optimal weighted average cost of 
capital and maintain sufficient financial flexibi li ty to pursue growth opportunities. There were no changes in the 
objectives, policies, or processes during the years ended December 31 ,2007 and 2006. 
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33. Supplemental cash flow information 

Non-cash investing and financing activities are excluded from the consolidated statement of cash flows . Non-cash 
activities arc sununarized as follows: 

(thousands of euros) 

Non-cash activity related to the acquisition of Gruppo Sigma: 
Write-off accounts receivable 
Write-ofT accounts payable 

Non-cash purchase price 

Spons betting rights and horse racing betting rights 

December 31 . 
2007 2006 

(3,762) 
1,131 

(2,631) 

55,129 

In December 2007, the Group completed the acquisition ofa branch o f Gruppo Sigma that is engaged in the gaming 
solutl0ns business for a purchase price of €2.8 million (€2 .6 million non-cash and €O.2 million cash). See Note 3 for 
additional information 

In December 2006, the Group was awarded 1,145 sports betting rights and 500 horse racing betting rights, which will 
expire in December 20 15. The cost of the rights was accrued at December 3 I, 2006 and is included in other current 
liabilities in the consolidated balance sheet. The corresponding asset is included in intangible assets, nct in the 
consolidated balance sheet. The payment for the rights was made on January 16, 2007. 

34, Events after the balance sheet date 

Acquisition of Atronic 
On January 3 1, 2008, GTECH acquired a 50% controlling interest in Atronic for the €20 million advance payment 
previously paid into escrow in October 2006. GTECH will pay €32 million for the remaining 50% interest in Atronic. 
T he closing on the remaining 50% interest in Atroruc is expected to occur by the second quarter of 2008 but must 
occur by December 3 1,2008. See Note 31. 

Acquisition of Boss Media AB 
On February I , 2008, GTECH and Medslroms AB announced a public cash offer 10 the shareholders of Boss Media 
AB to acquire all outstanding shares of Boss Media, a leading developer of innovative software and systems for 
digitally-distributed gaming entertainment. Medstroms AB is the largest shareholder of Boss Media with a 12.5% 
stake. Under the terms of the ofTer, GTECH and Medstroms AB, through a jointly-owned bid vehicle, will offer SEK 
25.00 (€2.66) in cash per outstanding share. As of March 5, 2008, GTECH has acquired 46.3 million shares of Boss 
Media for SEK 1.2 billion (€124.0 million), representing an approximately 81 % ownership in Boss Media. 

BratJl e.~crow 
On October 23. 2007, GTECH's subsidiary in Brazil, GTECH Brasil Ltda. received a rul ing to release 40 million 
Brazilian reals held in escrow (approximately €15.3 million plus interest of approximately €0.9 million at currcncy
exchange rates in effect as of December 31 , 2007) in a Brazilian court account in connection with the injunction 
brought by the Brazilian Federal Attorneys in 2004 as described further in Note 30. The decision to release the funds 
was made unanimously by a 5 judge panel in the Superior Tribunal Justice, Brazil' s highest court for non
constitutional matters. On February 22, 2008, GTECH Brasil Uda. received the court ordered return of funds hcld in 
escrow plus related interest. 
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AUDIT FIRM FEES 

(thousands of euros) 

Audit services 

Attest services 

Tax consulting fees 

Other services: 

Service description 

- Audit of ProfOlIDa financial statements and Prospectus 

- Accounting, tax and legal due diligence 

- Agreed upon procedures (debt covenants) 

- Services provided to support the Director in charge of preparing the 

the Company's accounting documents (Art 154 of TUF) 

- Accounting consultations 

- Other services 

Total 
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2007 fees provided to: 

Audit Firm 
of the Parent 

Company 
1,314 

22 

68 

1,404 

Audit Firm's 
network 

of the Parcnt 
Company 

1,585 

478 

57 

651 

2,772 
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Sum mary Stllcdule of Essential Data of Consolidalcd Compani« pursuant to Artide 2429l,1f Iialiu 
CII'il Code 

EURO in thousands per<:enl3&e 
Nlme Rnt nue Net Income Assets Rtn:nue Net Inenml' ~ 

Lotlomalica IIalia Servizi S.pA. 47,446 14,094 226,316 9.4% 11.60/. 5.5% 

Carta.lis Imel S.p.A. ISS (1,918) 9,693 0.0% -1.6% 0.2% 

Totobi! Illformat ica Software E Si!temi S.p.A. 31.934 4,148 76,188 6.3% 3.4% 1.9% 

lTS S.r.l. 1,727 , 1,985 0.3% 0.0"/0 0.0% 

Lis Finanziaria S.pA 6,977 619 29.565 1.4% 0.5% 0.7% 

SED Multitel S.pA 6,485 2,277 8,024 1.3% 1.9% 0.2% 

LOIIOI1l;uica Sislemi S.pA. 21,732 2,414 33.891 4,) % UW. 0,8% 

PCC Giochi Sportivi S.pA. 10.273 107 26,080 2.0'~ 0.1% 0.6% 

Consorzio Lottomalica Giochi Spotlivi 59 1.392 0.00/. 0.0% 0.0% 

Consonio Iotlerie Narionali 277,571 85.920 438,852 55.2% 71.0% 10.7% 

LoUomatica Videolot Geslione S.p.A. 1,223 (377) S,145 02% -0.3% 0.1% 

Louomatica Vidcolot S.p.A. 27,391 (1,592) 88,990 S.4% . 1.3% 2.2% 

Cinnatica Gaming S.A. 3,765 12,185 0.0% 3. 1% 03% 

Louomatica Scommesse S.r.l. 25,016 (7.231) 84,212 >.JI% -6.0% 2.0% 

wtturrultica lnlenllltiUII;d S.r.l. 4,608 626,484 0.0"1. 3.8% 15.2% 

Lottomatica Hungary 13,828 634,683 0.0% 11.4% 15.4% 

Invest Games S.A. 37 354.83S 0 .0% 0.0% 8.6% 

GTECH Holdings Corporalion 45,259 343 1,453,429 9.0% 0.3% 35.3% 
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Summary Sthedule of Essent ial Dati of Consolidated Companies pursuant to Articl e 242~ of Italia n 
Civil Code 

EURO in thousands Per.;enUlge 

Name Rc,-enue Ntt lntmnt AnelS RevcnuG Net Income A~nh 

GTECH Corporatio:! 776,103 02,631) ! .503,388 58.0% -4.4% 44.8% 

GTECH Global Sesvic.es Corporation Limited 168,282 100,823 512,021 12.6% 35.2 % 15.3% 

GTECB l'olska Sp z.o.O. 53.600 105,940 95.089 '.0% 37.0% 2.8% 

GTfOI Rhode Island Corporation 81,51! 71,935 759,869 6.] % 25.1% 22.6% 

POLCARD SA 21.990 10,546 1.6% 3.7% OJ)% 

Oy GrECH Fin];md Ab 8,685 626 3,648 0.6% 0.2% 0.1% 

EUJoprint (Games) l.id. 3.3tJ.1 " '" 0.3% O. O'}'. 0.0% 

Eumprint HoldiniS Ltd. '" '57 2,922 0.1)% 0.1% 0.1 % 

Europrint Promotions L:d. <2\ " 12l 0.0% 0.0 % ... % 

Intcnctive Games International L:d. 1,036 " ". 0. 1% 0.0% ... " 
JSJ lid. 25 16 '" 0.1)% 0.0% 0.0% 

"::AM Gilaxy Gro-JP Ltd 12 6 201 0.0% 0.0% 0.'" 

On_Line Louery Lio:ense and Lu se B. V. 1,198 '" '" 0.1% 0. 1% 0.'" 

GrEClll talia Sri '" m 61 7 00% 0.2% OJ)";' 

GTECHGmbH 3,374 '" 2,5% 0.3% 0.] % O.I~ 

GTECH Eesti Ltd. (I~ 271 0.0% 0.0"10 0.0""; 

GTECH U.K. Limited 9.215 700 2,668 0.7% 0.3% 0.1 "A 

GTECl-Ilrcland Operations Limited 14.069 4.327 8,259 1.1 % 1.5% 0." 

GTECH Fra~ SARL >Jl 39 177 0.0"10 0.0"10 0.1,. 

GrECH SwWen An 1,342 (]64) 205 0.1% -0. ]% 0.'" 

GTBCH Cucb ServiCC6 M.Q. " \3 " 0.0% 0.0 % 0.0'> 

Bill Bird S.A. 12,347 1,605 13,699 0.9"10 0.6% 0.4~ 

GrECH Globall.ouery. S.L 3.1109 271 778 0.3% 0.1 % 0." 

lnnoka Oy '20 " l86 ... % 0 .0"10 0." 

GTECH German Holdings Co:poralion Gmbh 2S 0.0""" 0.0"10 O.~ 

GTECH Sports Bcttinll Solutions Limited 44,771 0.0% 0.0% 1.3, 

l'inSoft limited 4.479 (5]4) 5,693 0.3% -0. 2% 0.2~ 

)rnmport Suffolk Corporatioll Z,072 0.0% 0_(1"/. 0_1 ' 

TechnoloiO' Risk Management Services.. Inc. 162 3.520 0.0% 0.1 % O. I ~ 
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Summar)' SchHlule of Essential Data of Consolidated Comllanies pursuant 10 Article 2429 of 11~ li.1I 

CI~il Code 

EURO in Ihous:llltls i'C1centage 

N.me Revenue Net Income Assets Revenue Net Income Assets 

GTECH Corjl<nlioll (Utah) O.(r,Io 0.0% 0." 

GTECH Reinsurance Company 2,34 1 92l 5,819 0.2% 0.3% 0.'" 

WC3I. Greenwich Toohnology Associates. L.P. (9,01 I) 11.274 0.0% -3.1 % 0.3" 

GTECH west Greenwich Tecbnology Associ~tes GP, u.c 1,016 00% OJ)"" O.OOA 

Gn:CH Printing Corporation 2,888 (2,425) 6,246 0.2% -0.8% 0_2~ 

GTECH Foreign Holdini5 Corporation 26,593 4,348 53,102 20% 1.5% 1.6~ 

GrECH i..alin Amerit.} Corporation 9,242 4,)79 6,385 0.7% 1.5% 0.2'1' 

GTECH Brasil LId" 19.6&8 7.4 11 25,914 1.5Y. 2.6% 0.8'1' 

Dreamporl. Inc. 5,472 O.O"/t OJ)% 0.2' 

crrucH Mexico SA de C. V. " (446) 3,557 0.0% -0.2% 0.1"1 

GTECH South Africa Corporation '" (3) 0.0% 0.0-10 .'" 
DataTrans Sp. ZoO.G. 1.589 '" 53l 0.\-/. 0,2% 

GTECH Av .. s)'l Tel<nik Hizm~ln Ve Mu...avirlik A.S 4,333 m '" 0.3% 0.2% 0." 

GTECH Austntlasia Corporation 4,375 '.994 3,317 0.3% 0.7% 0.1'>, 

leeward Islar.ds Lottery Holding Company. Inc 1.703 LS' 19,645 0.1% 0.1 % 0.6'>, 

GlCCH NO<1hem Europe Corporation 2.676 ". 1.318 0.2% 0.2% O.~ 

GTECII CxeclI Republic, U.C 4,974 7J7 3,860 0.4% 0.3% O.I~ 

GlECH Slovakia Corporation 3,820 390 t.57J 0.3% 0.1% 0.0'l 

GTECH Espana Corporation 3,395 156 1,235 0.3% 0.3% 0'" 

Lottery Equipment Company S05 O.W. 0.0% O.~ 

GrECH Worldwide Services Corporation 1,232 SLJ 0.1 % 0.2% O.O'! 

GTECH Far East Pte Ltd 2,811 1,092 2,513 0,2·/0 0.4% O.I~ 

Siam GTECH Company Umi ted 274 21 " O.OOA. 0.0% 0.0': 

GrECH Southern Africa (Ply) Ud. G,946 3,853 1,412 0.5% 1.3% 0.0'. 

Onli~ Transaction Technologies SARLa Assode Unique 7.361 J2 5.315 0.6% O.OOA 0.2~ 

GrECH Asia Corpornlion (2) 9,855 O.OOA Q. O"" 0.3' 

GrECH UKRAINE 2ll 1Il ''''' 0.0% U.l % o.~ 

Reijing GTECH Computer T ecl1no1ogy Company Ud. '" 27 3L 0.0"" 0 .0% 

GrECH Lanb (Private) Ltd. 1,924 2,589 51 0.1% 0.9% " .• 
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Summary Schedule of Eutnlia! 0.1. ofCon50lid. led Companko5 pu rsuant to Article 14111 of 1I. 1i," 
Ch'il Cod~ 

EURO in lhousands PcrcenlOlB;c 
Name Revenue Nfl l ncomt Assell Revenut Ntt lneollle Anel. 

Ailken Spence (Private) Limilcd (79) 12 0.1)% 0.0% 0.1,. 

Dau Transfer Systems. Inc. (177) 87 0.0% -0. 10,," O.~ 

GIKH Comunicaciona Colombia Ud. 936 (6) 1,017 0.1% 0 .0"4 0.'"' 

Anguilla Lol!ery and Gaming Olmpany, lJd. 278 (6) 1011 0.0% 0 .0% 0.00, 

Anligua Loltery Comvany. Ud. 137 (3tll) 167 0.0"" -0. 1% 0." 

Caribbean Louer)' Services, Inc. 2,168 22 756 0.2% 0 .0% O.~ 

PTodiaal Lonery Sen-icc:s. N.V. 2011 (357) 206 O.O'Y. .0. ) 0A. 0.0> 

SI. Kitts and Nevis Lottery Company, I.Jd. 560 30 268 0.0% 0.0"/0 0.0> 

Turks lnd CaicosLoltery Company Ltd. 43 (lO2) , 0.0% _0 . 104 0." 

GTECH Colombia Uda. 7,m (3,983) 10,904 0.5% _1.4°" 0.3~ 

Spielo Manuf.lct'Jring ULC 38,862 (3,847) 174,921 2.9% - 1.3% 5.2'" 

Spielo USA Jnrorporaled 7,06 1 (7 ,949) 10,600 0.5% -2.8 % 0.3'" 

CLS..(j")"ECHAustr.!Iia r ly LId. 0.0% 0.00 .... 0." 

CLS-GTECH Comp.1ny Limiled 0.0"/. 0.0% O.M 

East Luck InvestmenlS Limited 0.0"/. 0 .0% o.~ 

Tabcorp IoIS)Tlergy Ttthnology (Beijing) Co .. Ud. 0.0% 0 .0-4 O.O'! 

Tronco Investmenl Umiled 0.0".4 0.0".4 O.~ 

Taiwan Sporl LoIkryOlrporalion 0.0".4 0 .0% 0.0': 

GTECH WalerPlace Park Company, u.c O.O"A. O./YA. 0.0': 

RCUil Display .nd Service Handlers, u..c 0.1)% 0 .0% 0.0': 

Ioxley GTECH Ttthoo:~Ol., I.Jd . 0.0"" 0 .0% Ool),. 

Curacao LoucryCompany, N.V. 0.0% 0 .0% 0 .• 

Dreamport Turfway u..c 0.0% 0.0% 0 .• 

GTECII Europe 4,574 2<1 669 0.3% 0 . 1% 0.0 

GTECHNOVA Holdings Umited 0.0% 0 .0".4 0.0 

Inca PlIymenlS Limited 0.0% 0 .0% 0.0 

VideoSite, Incorporated 0.11% O.O"h 0.0 

GTECH Worldserv, Inc. 0.0% 0.0% 0 .• 

GrECH Gaming Subsidiary 1 Corporalion 17,960 0.0% 0.0% OS 

Dreamport do Brasil I.Jda (1,342) 211 0.0% -0 .5""', 0.0 
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GTECH Corporation . od Sublldiuies 

!'iame 

GaRa de Mexico de C.v 

GTECH Complucr Systems Sd.~ 8hd 

Sf) IndusLria E Com1l1er<;io Ltd. 

GTECH IlalyCorporalion 

GTECH Worlrn.erv International, Inc. 

GTECH Ireland Corp<lnuion 

Uwin Corp<lr:Uion 

GfECH Mallagement P.1. CorporaLion 

GTECH COTE OWOIRE 

C.ribbean CrickeL Lottery, Inc. 

Dreampon International. Inc. 

GTECH Child Care C:n:er 

Simuili, LLC 
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Summary Schedule of EMenlll l Dati OfCOP50lidatro Companies pun" ant to Article 2429 of lIali.n 
Clvil Codo 

EURO in Ibousands Percentage 
Netlnsome A!.Sets Bm..!!..!!r. Net htomc Assets 

, 0.0% 0.0".4 O.lfll 

6 65 0 0% O .Oo~ 0.00/. 

(159) O.~, -0.1 % O.I~ 

0.0% 0.00.4 0.0"1 

O.lflO O.()"IO 0."" 
0.0% O,()% 0."" 

0.0% O.O"A 0.1» 

93 0.0% 0.00/. 0.0'} 

, 0 0% 0.0% O.~ 

0.0% 0.0% OJ" 

0.0% 0 .0% '," 

0.0% 0.0% 

0.0% O.O'!. 0.0'1 
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GOVERNMENT GAMING REGULATION 

Through the Company'sAtronic subsidiaries, Lottomatica operates in many legal cas ino gaming 
jurisdictions worldwide. The manufacture and distribution of gaming equipment, systems, and services. 
as well as the operation of casinos, is subject to regulation by a variety of local and federal agencies, with 
the majority of oversight provided by individual state gaming control boards. While the regulatory 
requirements vary from jurisdiction to jurisdiction, most require: (i) licenses andlor pennits; (ij) findings 
of suitability for the company, as well as individual officers, directors, major stockholders and key 
employees; (iii) documentation of qualification, including evidence of financial stability; and (iv) 
specific approvals for gaming equipment manufacturers and distributors. 

Nevada Gaming Regulation 

Lottomatica is registered with the Nevada Gaming Commission (the " Commission") as a publicly traded 
corporation ("Registered Corporation") and has been found suitable to directly or indirectly own the 
stock ofthrce subsidiaries, two that have been licensed as a manufacturer and distributor (Atronic 
Americas LLC and Atronic International GmbH), and one that has been licensed as a manufacrurer, 
distributor and operator of slot machines and inter-casino linked wide area progressive slot machine 
system (Atronic Nevada LLC). The manufacture, sale and distribution of gaming devices in Nevada or 
for use outside Nevada are subject to extensive state and local laws, regulations and ordinances of the 
Commission, the Nevada State Gaming Control Board ("GeB"), and various county and municipal 
regulatory authorities (collectively referred to as the Nevada gaming authorities). These laws, regulations 
and ordinances primarily cover the responsibility, financial stability and character of gaming equipment 
manufacturers, distributors and operators, as well as persons financially interested or involved in gaming 
operations. 

In particular, the Commission may require any beneficial holder of the Company's voting securities, 
regardless of the number of shares owned, to file an application, be investigated, and be found suitable, 
in which case the applicant would be required to pay the costs and fees of the GeB investigation. If the 
beneficial holder of voting securities who must be found suitable is a corporation, partnership, or trust, it 
must submit detailed business and financial information including a list of beneficial owners. Any person 
who acquires more than 5% of Lottomatica's voting securities must report this to tbe Commission within 
ten days of such acquisition. Any person who becomes a beneficial owner of more than 10% of 
Lottomatica's voting securities must apply fo r a finding of suitability within 30 days after the Chairman 
of the GeB mails the written notice requiring this finding of suitability. This obligation remains for so 
long as the person retains an interest in the securities. 

Under certain c ircumstances, an "institutional investor," as defined in the Nevada Act, which acquires 
the beneficial ownership of more than 10010, but not more than 15%, of a Registered Corporation's voting 
securities may apply to the Commission for a waiver of such finding of suitability if such institutional 
investor holds the voting securities for investment purposes only. The applicant is required to pay all 
costs of investigation incurred by the Nevada Gaming Authorities. 

Any person who fails or refuses to apply for a finding of suitability or a license within 30 days after 
being ordered to do so by the Commission or the Chainnan of the GeB may be found unsuitable. The 
same restrictions apply to a record owner who fails to identify the beneficial owner, if requested to do so. 
Any stockholder found unsuitable and who holds, directly or indirectly, any beneficial ownership of the 
Company's common stock beyond such period of time as may be prescribed by the Commission may be 
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guilty of a criminal offense. Lottomatica is subject to disciplinary action and possible loss of its 
approvals if, after it receives notice that a person is unsuitable to be a stockholder or to have any other 
relationship with the Company or any of its licensed gaming subsidiaries, Lottomatica: 

(i) pays that person any dividend or interest upon the Company's voting securities, 

(ii) allows that person to exercise, directly or indirectly, any voting right conferred through securities 
held by that person, 

(iii) gives remuneration in any form to that person, for services rendered or otherwise, or 

(iv) fai ls to pursue al11awful efforts to require such unsuitable person to relinquish that person's voting 
securities for cash at fair market value. 

The Commission may, in its discretion, require the holder of the Company's debt securities to file an 
application, be investigated and be found suitahle to own any of the Company's debt securities. Ifthe 
Commission detennines that a person is unsuitable to own any of these securities, Lottomatica will be 
subject to the same sanctions, as described above, including the loss of its approvals. 

Changes in control of Lottomatica through merger, consolidation, acquisition of assets or stock, 
management or consulting agreements or any form of takeover cannot occur without the prior 
investigation of the GCB and approval of the Commission. Entities seeking to acquire control ofthe 
Company must satisfy the GCB and the Commission in a variety of stringent standards prior to assuming 
control. 

The Commission may also require controlling stockholders, officers, directors and other persons having a 
material relationship or involvement with the entity proposing to acquire control, to be investigated and 
licensed as part of the approval process relating to the transaction. 
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Additional Disclosure 
Pursuant to 

Specific Italian Requirements 
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COMPLIANCE MODEL UNDER LEGISLATIVE DECREE NO. 231101 

Lottomatica first enacted the Compliance Model in November of 2004, pursuant to Legislative Decree 
No. 23 1 of June 8, 2001 as subsequently amended and integrated. The Decree introduced "administrative" 
legal liability in Italy, comparable in many respects to criminal liability. arisi ng from specific crimes 
committed in the interest or to the advantage of entities (including the Company). 

The Model conforms to the guidelines set out by qualified associations and with best practices. It 
represents an additional step of transparency and is aimed at inspiring a sense of responsibility in internal 
and external relations, and therefore simultaneously offers to the shareholders an adequate guarantee of 
the management' s efficiency and strength for legal ity. 

The Model has been periodically amended to reflect the new corporate structure and to comply with the 
new provisions of law. The Model has been adopted also by Lottomatica's Ital ian subsidiaries in October 
2007. 
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COMPLIAl'<CE MODEL UNDER LAW NO. 262/05 

In 2006 and 2007, the Company updated its By-laws and launched the "262-Plan" to comply with Law 
No. 262105. The "262-Plan" applied the COSO (Committee on Sponsoring Organization) Internal 
Control- Integrated Framework and includes the following: 

Risk Assessment - A risk assessment was conducted to provide the basis for selecting priority 
financial reporting elements and the processes supporting those elements. 

Documentation Phase - Documentation was created for each of the critical processes including 
the identification of process risks and related controls. 

Evaluation Phase - An assessment of the controls design and operating effectiveness was 
perfonned. 

Reporting Phase - Design and operating deficiencies identified to date have been reported to 
Management and remediation Action Plans developed. A mechanism to monitor execution of 
corrective action has been implemented. 

On May 3, 2007 the Board of Directors, after receiving the opinion of the Board of Statutory Auditors, 
appointed as the manager in charge of drafting corpomte reports and financial documents (hereinafter the 
"Accounting Manager") the Company's Chief Financial Officer effective as of June 30, 2007. 

Pursuant to Article I 54-bis of the Legislative Decree no. 58 of February 24, 1998, introduced by Law no. 
262 of December 28 , 2005, the duty of Accounting Manager is to establish appropriate administrative 
and accounting procedures for the preparation of the financial statements of the parent company, the 
consolidated financial statements and all other financia l documents. The Board of Directors is 
responsible for ensuring that the Accounting Manager has adequate powers and means to carry out these 
functions, and that the administrative and accounting procedures that the Accounting Manager 
establishes are actually observed. The Accounting Manager is required to issue a declaration (in a form 
prescribed by the Italian Stock Exchange) that accompanies the corporate documents and 
communications released to the market regarding accounting information, including interim information, 
and certifies that such information corresponds to what is recorded in the Company's documents, 
accounting records and books. 

Art. 154-bis further provides that the delegated members of the administrative body and the Accounting 
Manager also certify in a report (in a fonn prescribed by CONSOB) attached to first half, annual and 
annual stand alone financial statement's of the parent company, (i) the adequacy and actual application of 
the administrative and accounting procedures during the period to which such accounting documents 
refer, and (ii) the correspondence of such documents to the accounting records and their suitability for 
providing a truthful and accurate representation of the parent company's assets, financial position and 
result of operations, for both stand alone and in consolidation. 
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REGULATORY FRANIEWORK REFERENCE 

The following is a list of certain material Italian regulations to which the Lottomatica Group is subject 
issued and published on Gazzetta Ufficiale from October 2007. 

Ministerial Decree of September 
17,2007 n. 186 

Ministerial Decree of September 
24, 2007 

Ministerial Decree of September 
26,2007 

Law Decree of October 1, 2007 

Ministerial Decree of October 4, 
2007 

Ministerial Decree of October 5, 
2007 

Ministerial Decree of October 15, 
2007 

Ministerial Decree of October 18, 
2007 

Ministerial Decree of October 31, 
2007 

Law Decree of November 21,2007 
n.231 
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Rules concerning Skill Games 

Amendment of the Ministerial Decree of August 6, 
2007, concerning responsibility of the street operators 
and point of sale for the payment of PREU coming 
from AWPs 

Increase of the amount of the prizes of the (scratch and 
win) instant lotteries payable through the point of sales. 

Urgent rules regarding economic and financial matters 
connected to the Budget Law. 
Article 40: 

Extension of the duration of the «Enalotto" 
(Superenalotto) concession, until September 30, 
2008. 
Rules concerning the incorporation of a fisca I 
Agency where the duties and tasks of AAMS will 
be trasnferred. 

Rules concerning the data and the way to transmit it 
with reference to the responsibility of the street 
operators and the point of sale for the payment of 
PREU from A WPs 

Technical conditions for carrying out the Scratch and 
Win lottery: the "Affari Tuoi". 

Technical conditions for carrying out the on· line 
Scratch and Win lottery: the "Fai scopa on·line". 

Technical conditions for carrying out the on-line 
Scratch and Win lottery: the "La fortuna gira on· line". 

Amendment of the Ministerial Decree of April 23, 
2007, concerning tenns and conditions fo r 
communications due to AAMS by concessionaires, 
regarding the calculation ofPREU coming from AWPs. 

Implementation of the Directives 2005/60/CE and 
2006nO/CE, concerning the prevention of the use of the 
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Ministerial Decree of November 
29, 2007 

Ministerial Decree of November 
29,2007 

Ministerial Decree of December 4, 
2007 

Ministerial Decree of December 7. 
2007 

Ministerial Decree of December 13, 
2007 

Provision Banca d'Italia of 
December 21 . 2007 

Ministerial Decree of December 18, 
2007 

Law of December 24, 2007 n. 244 
(2008 Budget Law) 
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financial system for the purpose of money laundering 
and terrorist fmancing. 

Technical conditions for carrying out the Scratch and 
Win lottery: the "Oroscopo". 

Technical conditions for carrying out the on-line 
Scratch and Win lottery: the "11 Tesoro della giungln 
on line". 

Amendments of the rules concerning the data to be used 
for the calculation ofPREU from AWPs_ 

Specification of the events to be matched with 
traditional lotteries 

Rules concerning the authorization for collecting the 
different fonnula of the "lppica Nazionale" pari -mutuel 
betting. 

Rules concerning the organization and the operation of 
the Financial Information Unit (UIF), according to 
provision of Legislative Decree of November 21 , 2007 
n.231. 

Extension of the terms of validity of the authorizations 
for installation of the old type of AWPs. 

Art. 1 - n. 282 - Rules concerning A WPs 
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PROCESSING OF PERSONAL DATA 

Article 34 of Legislative Decree No. 196 of June 30, 2003, requires certain security measures to be taken 
in the event of the electronic processing of personal data, according to the procedures set forth in the 
technical specifications under Annex B to the law. Among these requirements is the one specified in 
letter (g) for "an updated Security Policy Statement" (DPS. Documento Progranunatico sulla Sicurezza). 

DPS, in compliance with the law, speci fies the technical and organizational security measures adopted on 
the basis of risk analysis as well as task and responsibility distribution within the data processing 
structure in order to prOlcct personal data regarding their correct storage and handling. 

Lottomatica S.p.A. regularly reviews and updates the DPS which it did most recently on March 30, 2007 
in accordance with Legislative Decree No. 196/03. 

RECEIPTS A-l'ffi PAYMENTS (pRESIDENTIAL DECREE NO. 560 OF 
09/16/1996) 

The administration of receipts and payments of lotto accounts solely related to Lottomatiea, S.p.A. under 
the powers granted by Presidential Decree No. 560, of € 69.2 million as of December 31, 2007, are 
provided below. Such amounts are included in the consolidated accounts of Lottomatica Group. 

Receivables 

Total receivables for the management credit towards collectors for the sums to be paid, net fees and 
expenses in this regard were € 2.3 million. 

Cash and Cash Equivalents 

Cash and cash equivalents were € 66.9 million and reflect the admin istered receipts held on bank and 
postal accounts: 

• 
• 

€ 47.7 million on a specific current account held with Banca lntesa S.p.A. 
€ 19.2 million on a specific postal account. 

Pavables 
Payables were € 69.2 million and were made up of: 
• 
• 

• 
• 

€ 32.8 million in profits due to the Tax Authorities as of December 31, 2007; 
€ 16.0 million due to the Ministry of Finance's pension fund; 
€ 6.6 mill ion for the premium on the last three drawings made over the period under cons ideration 
to be paid out to the licensee; 
€ 13.2 million in winnings nol paid as of December 3 1,2007; 
€ 0.6 million for accrued interest. 
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EXHIBIT 3C-ter 
Certification of the first half, annual and annual stand alone financial statements, pursuant to Article 8l-ler of the 

Consob Regulations no. 11971 of May 14, 1999 with any following amendments 

1. The undersigned, Lorenzo Pellicioli and Stefano Bortoli, of Lottomatica, S.p.A., taking into account Artic le 154-bis, 
Section 3 and 4 of the Legislative Decree no. 58 of February 24, 1998, certify: 
• the adequacy - with respect to the characteristic of the company, and; 
• the effective application, 

of the administrative and accounting procedures relating to the preparation of the annual and annual stand alone 
financial statements throughout the fiscal year ended December 3 1, 2007. 

2. We therefore certify that the annual and annual stand alone financial statements; 
a. correspond to the accounting books and entries; 
b. are prepared in accordance to International Financial Reporting Standards, and to the best of our knowledge, 

are suitable to offer truthful and accurate representations of the assets, financial position and result of 
operations of the issuer, for both stand alone and in consolidation. 

Date: March __ , 2008 

-tures of the delegated members of the 

Aoministrative Body 

Lorenzo Pcll icioli 
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Signature ofthe Manager in charge of drawing up corporate 
reports and financial documents 

Stefano Bortoli 
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Lottomatica Group and 
Subsidiaries 
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List of Lottomatica S.p.A. Subsidiaries 
~ 

Jurisdiction Share CaDital- OwnershiD % Shareholder 
LOTTOMATICA ITALIA 
SERVIZI S.p.A. Italy 2,582 t OO Lottomatica S.p.A. 

Lottomatica Italia Servizi 
CARTALIS IMEL S.pA Italv 10,000 85 S.pA (85%) 
TOTOBIT INFORMATICA 
SOFTWARE E SISTEMI Lottomatica Italia Servizi 
S.pA ItalV 3,043 100 S.pA 

TIS s.r. 1. Italv 100 100 Totobit Informatica S.DA 

LIS FINANZIARIA S.pA Italv 1.000 100 Totobit Informatica S,p.A. 

Totoblt Informatica S.p.A. 
(80%); Lottomatica 

SED MUL TITEL S.pA Italv 800 100 S.p.A.(20%) 
LOTTOMATICA SISTEMI 
S.pA Italy 5,165 100 Lottomatica S.p.A. 

PCC GIOCHI SPORTIVI 
S.pA Italy 21 ,000 100 Lottomatica Sistemi S .p.A. 

Lottomatica S.p.A.(85%); 
CONSORZIO LOTTOMATICA Totobit Informatica 
GIOCHI SPORTIVI Italv 100 90 S.pA(5%) 
CONSORZIO LOTTERIE 
NAZIONALI Italv 16,000 63 Lottomatica S.O.A. 
LOTTOMATICA VIDEOLOT 
GESTIONE S.pA (1) Italv 120 100 Lottomatica S.p.A. 
LOTTOMATICA VIDEOLOT 
RETES.pA ltalv 3,226 100 Lottomati<::a S.O.A. 

CIRMATICA GAMING SA Spain 54,156 100 Lottomatica S.O.A. 

LOTTOMATICA 
SCOMMESSE SRL. Italy 20,000 100 Lottomatica S.p.A. 

LOTTOMATICA 
INTERNATIONAL S.r.1. Italv 100 100 Lottomatica S,p.A. 
Lottomatica International 
Hungary KorlcHolt Fe lelOssegO Lottomatica International 
Tarsasag Hungary 1,000 100 S.r.I . 

INVEST GAMES SA Lux 31 ,000 100 Lottomatica (100) S.D.A. 

Lottomatica S.p.A. (7 5%); 
GTECH Hold inQs Corporation Delaware, USA 900,000.001 100 Invest Games S.A. (25°/:)" 

, . 
173 

DOCUMENT REDACTED BY TLC -124-10 



GRUPPO 
L~TTCYVl4TKA --- goChI e 5efYIZJ 

2007 A I nnua Report 

List of GTECH Holdings Corporation Subsidiaries 

Name Share Ownership 
Jurisdiction Shareholder 

CaDital** % 

GTECH Corooration Delaware, USA · 100 GTECH Holdinas Corpgration 

Aitken Spence GTECH GTECH Global Services 
(Private)· Limited Sri Lanka 33.660 50 Corporation Limited 

Anguilla lottery and Leeward Islands Lottery Holding 
GaminQ Comoany. Ltd. AnQuilla 10 100 Company, Inc. 

Antigua Lottery Leeward Islands Lottery Holding 
Comoanv, ltd. Antiaua · 100 ComDa~y_,_ Inc. 
Beijing GTECH 
Computer Technology GTECH Foreign Holdings 
Company Ltd. China (PRC) 150 100 Corporation 

GTECH Global Services 
BiIlBird S.A. Poland 4,490.368 100 Corooration Limited 

CLS-GTECH Australia 
Ply Ltd. Australia · 100 Tranco Investment Limited 

ClS-GTECH Company British Virgin GTECH Global Services 
Limited Islands 15.000 50 Corporation Limited 

Cam Galaxy Group Ltd. United Kingdom 100 100 GTECH Corporation 

Caribbean Cricket leeward Islands lottery Holding 
Lottery, Inc. Barbados · 100 Company. Inc. 

Caribbean Lottery leeward Islands lottery Holding 
Services, Inc. USVI · 100 Company. Inc. 

Curacao Lottery Netherlands Leeward Islands lottery Holding 
Company. N.Y. Antilles 200 100 Company. Inc. 

GTECH Corporation (80%) I 
DataTrans So. z 0 .0 . Poland 50 100 GTECH Polska SP. Z 0.0. (20%) 

Data Transfer Systems, 
Inc. Delaware, USA · 100 GTECH Corporation 

DreamDOrt. Inc. Delaware, USA · 100 GTECH Corporation 

Dreamport do Brasil 
Ltda. Brazil 9.062.48 100 Dreamport , Inc. 

Dreamport International, 
Inc. Delaware, USA • 100 GTECH Corporation 

Dreamport Suffolk 
Corporation Delaware, USA · 100 GTECH Corporation 

Dreamport Turfway, LLC Delaware, USA · 100 Dreamport. Inc. 

East Luck Investments British Virgin Tabcorp International Hong Kong 
limited Islands • 100 Limited 

Europrint (Games) Ltd. United KinQdom 20 100 Europrint HoldinQs Ltd. 
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List of GTECH Holdings Corporation Subsidiaries 

Name Share Ownershie 
Jurisdiction Caoitalftft % 

Shareholder 

Cam Galaxy Group (40%) I JSJ Ltd. 
Euroorint Holdinqs Ltd. United King~om 90.908 100 , (60%1 
Europrint Promotions 
Ltd. United KinQdom · 100 Europrint Holdinqs Ltd. 

GTECH Sports Betting Solutions 
Finsoft Limited U.K. 1.172 100 Limited 

GTECH Foreign Holdings 
Corporation (99.99B%) I GTECH 

Gana de Mexico de C.V. Mexico 50 100 Latin America Corporation (.002%) 

GTECHAsia 
Corooration Delaware, USA • 100 GTECH Corooration 

GTECH Australasia 
CorRoration Delaware, USA • 100 GTECH Corporation 
GrECH Avrasya Teknik 
Hizmetler Ve Musavirlik On-Line Lottery License and Lease 
A.S. Turke~ 280.000.000 99.6 BV. 

GTECH Brasil ltda. Brazil 104.282.428 100 GTECH Corporation 

GTECH Child Care Rhode Island, 
Center USA • 100 GTECH Corooration 

GTECH Global Services 
Corporation Limited (99.99%) J 
GTECH Comunicaciones Colombia 
Ltda. (.005%) GTECH 
Comunicaciones Colombia U da. I 

GTECH Colombia Ltda. Colombia 1.500.100 100 Alvaro Gomez Munoz (,005%) 
GTECH GTECH Foreign Holdings 
Comunicaciones Corporation (99.99%) I Alvaro Rivas 
Colombia Ltd. Colombia 10.000 100 (.01 %) 

GTECH Computer 
Systems Sdn Bhd Malaysia • 100 GTECH Corporation 

GTECH Corporation Utah. USA · 100 GTECH Corporation 

GTECH Foreign Holdings 
GTECH Cote d'ivoire Ivory Coast 1.000 100 Corporation 

GTECH Global Services 
GTECH Czech Services Corporation Limited (98%) I GTECH 
s.r.o. Czech Republic 1.000 100 Ireland Operations Limited {2%} . 
GTeCH Czech Republic, GTECH Corporation (25%) 
LLC Delaware, USA 13.000 25 Sazka, a.s. (75%) 

GTECH Eesti Ltd. Estonia 700 100 GTECH Corooration 
GTECH Espana 
Corporation Delaware, USA · 100 GTECH Corporation 

GTECH Corporation (99.9%) I 
GTECH Foreign Holdings 

GTECH Europe Belgium 1.250 100 Corporation (.'1 Ufo) 
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Name 
Jurisdiction 

Share Ownership 
Shareholder 

Caoita'U % 
GTECH Global Services 

GTECH Far East Pte Ltd Sinqapore 25 100 Corporation Limited 
GTECH Foreign 
Holdinas Core-oration Delaware, USA • 100 GTECH Corooration 

GTECH Foreign Holdings 
GTECH France SARL France 50 100 Corporation 

GTECH Gaming 
Subsidiary 2 CorporaUon Delaware, USA · 100 GTECH Corporation 

GrECH Global Services 
GTECH GmbH Germany 500 100 Corporation limited 
GTECH German 
Holdings Corporation 
Gmbh Germanv 25 100 GTECH Corporation 

GTECH Global Lottery GTECH Global Services 
S.L. Spain 31 100 Corporation Limited 

GTECH Global Services 
Corporation Limited CVDrus 242.345.074 100 GTECH Corooration 
GTECH Ireland 
Corporation Delaware, USA • 100 GTECH Corporation 
GTECH Ireland GTECH Global Services 
Operations Limited Ireland 100 100 Corporation Limited 

GTECH Global Services 
GTECH Italia Sri Italy 10 100 Corporation Limited 
GTECH Italy . 
Corporation Delaware. USA · 100 GTECH Corporation 

GTECH Global Services 
GTECH Lanka (Private) Corporation Limited (99.9%) I 
Ltd. Sri Lanka 1.000,000 100 GTECH Corporation "(.1 %) 

GTECH Latin America 
Corporation Delaware, USA • 100 GTECH Corporation 

GTECH Management 
P .1. Corporation Delaware, USA · 100 GrECH CqrPQfation 

GTECH Corporation (99.656696%) 
I GTECH Foreign Holdings 
Corporation (0.343297%) I GTECH 

GTECH Mexico S.A. de Latin America Corporation 
C.V Mexico 50,000 100 (0.000007%) 

GTECH Northern 
Europe Corporation Delaware, USA • 100 GTECH Corporation 

GTECH Global Services 
GTECH Polska Sp.z 0.0. Poland 47.445 100 Corporation Limited 
GTECH Printing 
Corporation Delaware, USA · 100 GTECH Corporation 

GTECH Reinsurance 
Company Vermont. USA · 100 GTECH Holdings Corporation 

GTECH Rhode Island Rhode Island, 
Corporation USA · 100 GTECH Corporation 
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Name Share Ownership 
Jurisdiction Shareholder Caoital ...... % 

GTECH Slovakia 
Corporation Delaware, USA · 100 GTECH Corooration 

GTECH South Africa 
Corporation Delaware, USA • 100 GTECH Corooration 

GTECH Southern Africa 
I (Ply) Ltd. South Africa • 100 GTECH Corporation 

GTECH Sports Betting GTECH Global Services 
Solutions Limited United Kingdom · 100 Corporation Limited 

GTECH Global Services 
GTECH Sweden AS Sweden • 100 Corporation 

GTECH U.K. Limited United Kingdom 200 100 GTECH Corporation 
GTECH Asia Corporation (99%) I 

GTECH Ukraine Ukraine 19.066.264 100 
GTECH M~~ag~;nenl PI 
Corooration 1 % 

GTECH WaterPlace 
Park Company, LLC Delaware, USA · 100 GTECH Corporation 
GTECHWest 
Greenwich Technology 
Associates GP, LLC Delaware. USA · 100 GTECH Corooration 

GTECH Worldserv. Inc. Delaware USA • 100 GTECH CorPOration 

GTECH Worldserv 
International, Inc. Delaware, USA • 100 GTECH Corporation 

GTECH Worldwide 
Services Corporation Delaware, USA · 100 GTECH Corooration 

GTECHNOVA Holdings GTECH Global Services 
Limited Cvorus · 100 Corooration limited 

GTECH Global Services 
Inca Payments limited U.K · 100 Corporation 

GTECH Global Services 
Innoka Ov Finland 20 81 Corporation Limited 

Interactive Games 
International ltd. U.K. • 100 Europrint Holdings Ltd. 

JSJ Ltd. United Kingdom 690 100 GTECH Corporation 

Leeward Islands Lottery GTECH Global Services 
Holding Company. Inc. St. Kitts & Nevis 8.900 100 Corporation Limited 

GTECH Asia Corporation 
Lottery Equipment (99.994%) I G;(ECH ~lanagement 
Comoanv Ukraine 87.747.8 100 PI Corooration .006% 

GTECH Global Services 
Loxley GTECH Corporation Limited (39%) I GTECH 
Technoloqy Co .. Ltd. Thailand 100.000 49 Corporation (10%) 

On-Line Lottery License 
and Lease B. V. Netherlands 90 100 GTECH Corporation 
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List of GTECH Holdings Corporation Subsidiaries 

Name Share Ownershie 
Jurisdiction 

Cao italU % 
Shareholder 

Online Transaction 
Technologies SARL a GTECH Foreign Holdings 
Associe Uniaue Morocco 33.500 100 Corooration 

Oy GTECH Finland Ab Finland 8 100 GTECH Corporation 

Prodigal Lottery Netherlands Leeward Islands Lottery Holding 
Services. N.V. Antilles 10 100 Company. Inc. 

Retail Display and 
Service Handlers , LLC Delaware, USA • 100 GTECH Corporation 

GTECH Corporation (99.99%) I 
SB Industria E GTECH Foreign Holdings 
Commercio Ltd. Brazil 4.1 38.646 100 Corporation (0.01 %) 

Siam GTECH Company 
Limited Thailand 2.000 99.97 GTECH Corporation 

Simulti, LLC De[aware, USA · 100 GTECH Corporation 

Spielo Manufacturing GTECH Global Services 
ULC Nova Scotia 278,498 100 Corporation Limited 

Sple[o USA Incoroorated Delaware, USA 75 100 GTECH Corooration 

SI. Kitts and Nevis Leeward Islands Lottery Holding 
Lottery Company. Ltd. S1. Kitts & Nevis · 100 Company, Inc. 
T abcorp LotSynergy 
Technology (Beijing) People's Republic 
Co .. Ltd . of China 2.700 100 CLS-GTECH Company Limited 

Taiwan Sport Lottery GTECH Globa l Services 
Corporation Province of China 1,000 100 Corporation Limited 
T echnofogy Risk 
Management Services, 
Inc. Delaware, USA · 100 GTECH Corporation 

Tranco Investment 
Limited HOlIg Kong · 100 East Luck Investments Limited 

Turks and Caicos Leeward Is lands Lottery Holding 
Lottery Company Ltd . Turks & Caicos 50 100 Company, Inc. 

Uwin Corporation Delaware, USA • 100 GTECH Corporation 

VideoSite, Incorporated Delaware, USA · 100 GTECH Corporation 
GTECH Corporation (50%) I 

West Greenwich GTECH West Greenwich 
Technology Associates, Rhode Island, Technology Associates GP, LLC 
L.P. USA • 100 (50%) 
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NOTES 

Unless otherwise noted, the consolidation method for all subsidiaries listed above is line 
by line basis. 

• 

•• 
(I) 

(2) 

(3) 

Share Capital is less than € I ,000 . 

All Share Capital amounts are stated in local currency amounts and in thousands . 

In February 2007, Videolot Gestione S.p.A. changed its name to Lottomatica 
Videolot Gestione S.p.A. 

In February 2007, RTI Videolot S.p.A. changed its name to Lottomatica Videolot 
Rete S.p.A. 

The Consolidation method is proportionate consolidation. 
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