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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 Gpao 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, responsibility and growth.
Lottomatica is listed on the Stock Exchange of Milan under the trading syhibo! and has a

Sponsored Level 1 American Depository Receipt (ADR) program listed on the United States over the
counter market under the trading symbdoT TOY'.

In this repot, 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 drslibsidiaries included in this
report.

As further described in the Business Overview section of this reperGrioup operates in the publicly
regulated gaming market consisting of online, instant and traditional lotteries, sports pooisdéized
andpari-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 approximatelg51,700terminals in about14,300points of sale (inciding
approximately31,300points 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 concessgierfar 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. 7|rLa@@matica

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 andrexpired
December 2007. Lottomatica, in orderdevelop the Italian sports betting/interactive matkas,

continued to acquirturther points of sale. As dune 30201Q 1,89 points of salehave beemcquired.

GTECH is the world's leading operator of higslgcure online lottery transactioropessing systems,

doing business in more than 50 countries worldwide. GTECH designs, sells and operates a complete
suite of lotteryenabled poinbf-sale terminals that are electronically linked with a centralized transaction
processing system that reciles 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 and/or has entered into, contracts to operate or provide equapieheetvices in the future to,

24 of the 44 lottery authorities in the United States, @hdonU.S. lottery authorities.
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The Group operates in the gaming machine market through Lottomatica's Italian subsidiary Lottomatica
Videolot Rete S.p.A., it€anadian subsidiary Spielo Manufacturing, UL@ S p i, eeldading provider

of video |l ottery terminals (AVLTsd) and related p
its Atronic group of companies ("Atronic"). Lottomatica Videolot Rete amsamusement witiprize

machineg fi A WRos its hetworksAtronic, a leading video gaming machine provider in Europe, Asia

and Latin America, operates in the United States and is licensed in approxid@&telgridwide gaming

jurisdictions.

The Grougprovides technology, games and a full suite-obmmerce services to government sponsored
lottery markets and regulated commercial sports betting and Internet gaming markets through GTECH
G2, a division of GTECH comprised of its Finsoft, Boss Media anMBiver 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 pu rraiogsegments ardhoeganzeda@nd pnanagedseparately
according to the nature of the products and services provided, with each segment representing a strategic
businessunifThe Gr oupdbés reportable segments are as foll c

e The Italian Operations segmentapates and provides a full range of gaming services, including
online, instant and traditional lotteries, scratch and win, sports bettaainegaming,
interactive skill games and ndottery commercial transactions;

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

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

e The GTECH G2 segment provides digitatlistributed, multichannel gaming entertainment
products and serviceisicluding sports betting, lottery, bingo, poker, casino games and quick
games, as well as retail solutions for +iale transaction processing and information systems for
the sportsbetting market.

The Group has operations in more than 50 countriegiwimté on six continents and had70
employees as afune 30201Q For additional information on the Group, please go to its website at:
www.gruppolottoméca.it/eng/aboutus/index.htm.
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MANAGEMENT REPORT

The followingmanagement repoig provided as a supplement to, and should be read in conjunction with,
the Groupds financial statements and accompanying

Overall, the Group had a solid second quakltear over year, revenues for the quarter were up 11%,
EBITDA was up 5%and net incomécreagdb y 3 7 %. Earnings penOsHd&re gr e:
40% increase over the quarterly performance last year.

Our results benefited from our focus on cost savings and related actibegar@t the end of 2008nd
continue this gar. In addition, our ability to react to market conditions, particularly in Italy, and manage
our expenses helped drive our performance.

We also experienced a positive impact from fabbe foreign exchange rat&ecause of our global
footprint we have sort of natural hedge for fluctuations in foreign exchange, @lwatg with some
actions we have taken to reduce our exposure to various currgmohsced a benefit for us

Taken against the first quarter results, we are encouraged that the seadedperformance was much
improved.We experienced revenue growth across all operating segments in the second quarter of 2010
when compared to the same period in 2009.

Lottomaticabs I talian operations gr eimgatdsponsor e t ha
betting. In the Italian Sports Betting segment, we benefited from the World Cup compEtikexhodds

sportsbetting wagersgrew bymore than 7%over last year and payoutghich had been relatively high

in the first quarter, were akpected levelfor the quarter

Machine gaming revenues for the quarter g8&%b over a simdr period last year. We took actions to

reinforce ouleadership role in the Italian machine gaming market through the continued expansion of

our direct manageemt of gaming machinek July 2010, wepened t a firsg \L$ venue. As we

deploy VLTsto satisfy our 10,76licenses, we expect the development of that market to be a major
contributor to our growth. The VILopportunity in ltalydemonstras the valuef the Goup. When we

created the Lottomatica Group of companies, we envisioned a time when we would be able to integrate
and leverage the core competencies of the combined organizations to address an opportunity. That is what
is occurring in ltaly in oumachine gaming ahinteractive businessas Gaming Solutionsnd G2 help

our ltalian operations differentiate themselves from the competitors.

GTECHLotteryd s s e ¢ 0 nedenugsugeew inaredh 20% over the sanperiod last year supported
by a 12% mcrease in service revenues and a significant increase in product sales.

The cross selling of PowerBall and Mega Millions games in the US is beginning to have a positive impact
onGTECHL ot t er y 6 s awmystatés@ammjist getting Meir promoticazlivities into full gear to
support this concept but weeaseeing continued improvement.
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GTECH Lotteryhad some important contract wins in Poland wherecastomeihas expressed a desire
to expand the relationship into commercial services and ititezagageringand in Kentucky where we
have been a long term incumbent.

We also were successfulgaining a fiveyear extension abur contract with the California Lotteryhich
extends that contract unfiD19and he Lottery is implementing changesiti® prize payouts that were
recently authorized. It is expected that with the new flexibility, the California Lottery will grow to join the
ranks of the top revenuequtucing lotteries in the world.

In Spain, we launched a newtkry in partnership wit®NCE. Our arangement with ONCE essentially
makes us the manager of the new lottery network. We began selling through approx3rbaferigtailers
which has grown to 5,800 ande expecthe number of retailers to double otlee next eighteen months.

In Gaming SolutionsSpielohaswon newbusinesso supplya central monitoring systeind electronic
gaming machinem Argentina

Finally, our G2 organization is working with Canadian lotteries who are about to go live with a poker
network.This holds great promise and strategically is an important example of lotteries entering the
interactive space in North America. The G2 organization is going through the many changes caused by an
evolving regulatory environment in Europe and preparing foptiiential of the US market beingened

for interactive wagering.
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G key pegodngmnce indicato(8) thousands of euros, except per share

For the three months ended

June 30, Increase

2010 2009 a %
574,519 516,403 58,116 11.3
200,000 191,007 8,993 4.7
110,398 106,102 4,296 4.0
124 540 92,772 31,768 34.2
45,665 33,377 12,288 36.8
0.21 0.15 0.06 40.0

For the six months ended

June 30, Increase (decrease)

2010 2009 a %
1,119,167 1,098,650 20,517 1.9
397,337 430,560 (33,223) (7.7)
228,488 261,299 (32,811) (12.6)
242,503 258,280 (15,777) (6.1)
87,003 119,186 (32,183) (27.0)
0.38 0.63 (0.25) (39.7)

EBITDA increased 4.7% the second quarter of 2010 driven by higher revenues and profits from Sports
Betting and Machine Gaming in Italy, the impact of cost reduction initiatives takea fourth quarter

of 2009andthe weakening of theuro against the US dollaFhese improvements were partially offset by
lower revenues and pragifrom Lotto in Italy.Overall, revenues and EBITDA frothe Italian
Operationssegmentn the second quarter were up 5.3% and 4.0%, respectively, versus the corresponding

period in 2009

For the first six months of 2010, EBITDA declined 7.7% driven by lower revenues and profits from Lotto
in ltaly, the impact of contract portfolio changes in the United States and higher than average prize
payous for Sports Betting in ItalyThese redu@ns were partially offset by higher revenues and profits
from Machine Gaming in Italy, the impact of cost reduction initiatives taken in the fourth quarter of 2009
andthe weakening of theuro against the US dollar
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EBITDA AND EBIT

EBITDA and EBIT ae considered alternative performance measures that are not defined measures under
IFRS and may not take into account the recognition, measuramepresentation regaments

associated with IFRSVe believe that EBITDA and EBIT assist in explaining ¢t®im our operating
performance, provide useful information about our ability to incur and service indebtedness and are
commonly used measures of performance by securities analysts astbisvn the gaming industry.

EBITDA and EBIT should not be considel as alternatives to operating income as indicators of our
performance or to cash floves measures of our liquidiths we define them, EBITDA and EBIT may

not be comparable to other similarly titled measures used by other companies.

EBITDA and EBIT ae computed as follows:

For the three months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
Operating income 110,398 106,102 4,296 4.0
Depreciation 60,976 60,426 550 0.9
Amortization 25,030 23,711 1,319 5.6
Impairment loss 2,148 57 2,091 >200.0
Other 1,448 711 737 103.7

EBITDA 200,000 191,007 8,993 4.7
Operating income 110,398 106,102 4,296 4.0
Equity loss (104) (760) 656 86.3
Other income 353 307 46 15.0
Other expense (1,595) (852) (743) (87.2)
Foreign exchange gain (loss), net 15,488 (12,025) 27,513 >200.0

EBIT 124,540 92,772 31,768 34.2

10
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For the six months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
Operating income 228,488 261,299 (32,811) (12.6)
Depreciation 118,156 120,134 (1,978) (1.6)
Amortization 46,759 48,388 (1,629) (3.4)
Impairment loss 2,148 57 2,091 >200.0
Other 1,786 682 1,104 161.9

EBITDA 397,337 430,560 (33,223) (7.7)
Operating income 228,488 261,299 (32,811) (12.6)
Equity loss (205) (1,033) 828 80.2
Other income 657 811 (154) (19.0)
Other expense (2,838) (1,952) (886) (45.4)
Foreign exchange gain (loss), net 16,401 (845) 17,246 >200.0

EBIT 242,503 258,280 (15,777) (6.1)

11
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COMPARISON OF THE THREE MONTH PERIODS ENDED JUNE 30, 2010 AND20(®

Consolidated revenuer the three months ended June 3010 ircreased 1.3 overthe same period
last year as detailed by operating segment below.

For the three months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 u %
Italian Operations 290,697 276,024 14,673 5.3
GTECH Lottery 229,838 190,798 39,040 20.5
Gaming Solutions 36,445 33,332 3,113 9.3
GTECH G2 18,358 17,092 1,266 7.4
575,338 517,246 58,092 11.2
Elimination of intersegment revenue (894) (920) 26 2.8
Purchase accountirfg) 75 77 (2) (2.6)
Total revenue 574,519 516,403 58,116 11.3

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

Italian Operations segrent
Consolidated revenue includes the following amountsii@italian Operations segment

For the three months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
Lotto 77,353 91,707 (14,354) (15.7)
Instant tickets 81,964 82,063 (99) (0.2)
Other 547 739 (192) (26.0)

Lottery 159,864 174,509 (14,645) (8.4)
Sports Betting 42,444 32,921 9,523 28.9
Machine Gaming 50,903 36,704 14,199 38.7
Interactive 12,599 9,047 3,552 39.3
Commercial Services 24,887 22,843 2,044 8.9

Total revenue 290,697 276,024 14,673 5.3

The ltalian Operations segment includes all Italian licenses related activities including our exclusive
concessionaires (lotteries) amilti-provider concessionaires (sports betting and pools, fnacgebetting

and pools, gaming machines, skill game wagers such as online poker, and transaction processing of non
lottery commercial transactions).

12
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A portion of revenue from the Italian &mtions 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-bffide functions, running advesing 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 thisgrgage of wagers decreases as the total wagers increase
during an annual period.

A detailed analysis of the performance duringttiree monthended June 3@010 for each product and
service reported within the Italian Operations segment as comjettesl <ame period last year is
described below.

Lotto

Lotto revenuealeclined15.®6 due to a corresponding decline in Lotto wagers as detailed in the table
below.

For the three months ended

June 30, Decrease
(millions of euros) 2010 2009 Wagers %
Core wagers 1,043.8 1,139.5 (95.7) (8.4)
Wagers for late numbers 155.1 281.0 (125.9) (44.8)
1,198.9 1,420.5 (221.6) (15.6)

Instant tickets
Instant ticket revenui@ the three months endddne 30, 2010 was comparable to the same period last

year.T h €2.2million decrease in instant ticket sales was principdlly e t o a decl i ne in t
tickets.
For the three months ended
June 30, Decrease
2010 2009 Amount %

Total tickets sold (in millions) 615.9 618.7 (2.8) (0.5)

Total sales (in millions) u 2,3430.62,365.(80 22.2)(0.9

Average price point u 3.81 0 3.82(0 0.01)(0.3

13
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Sports Betting

Sports betting revenurcrease®8.% due tothe increase in wagers as detailed in the table helow
partially offset by a higher than average payout percentage during the first three months of 2010
compared to the same period of the prior yAarof June 302010, our market share (in ternfdatal
wagers) with respect to fixed odds spdretting operations wa0.8% with 1,224fixed oddssports
betting and475sports pool points of sale locations operational.

For the three months ended

June 30, Increase (decrease)
(millions of euros) 2010 2009 Wagers %
Fixed odds sports betting wagers 228.5 213.0 15.5 7.3
Sports pool wagers 22.8 29.2 (6.4) (21.9)
251.3 242.2 9.1 3.8

Machine Gaming
MachineGamingrevenue increase®B. @6 drivenby the increased placement of AWP machiaésng
with a0102.6million increase in wagers as detailed in the table below.

For the three months ended

June 30, Increase
2010 2009 Amount %
AWP wagers (in millions) ua 1,132 61,030.00102.6 100
AWP machines installed (end of June) 53,614 51,449 2,165 4.2

Interactive
Interactiverevenue increase®b. 3 principallydriven byan increase intheronline skill gamevagers
(suchas backgammoandblackjacRk as detailed in the table below.

For the three months ended

June 30, Increase (decrease)
(millions of euros) 2010 2009 Wagers %
Online poker wagers 84.9 86.5 (1.6) (1.8)
Other online skill game wagers 18.0 - 18.0 -
102.9 86.5 16.4 19.0

Commercial Services
Commercial Servicesevenue increase®l%% principally due to an increase in bill payment servjces
electronic topup services for prepaid mobjlend ticketing services for sporting and musical events

14
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GTECH Lottery segment
Consolidated revenue includes the following amountgi®GTECH Lottery segment

For the three months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
United States 120,297 114,230 6,067 5.3
International 81,883 65,889 15,994 24.3

Service revenue 202,180 180,119 22,061 12.2
United States 3,877 4,750 (873) (18.4)
International 23,781 5,929 17,852 >200.0

Product sales 27,658 10,679 16,979 159.0
United States 124,174 118,980 5,194 4.4
International 105,664 71,818 33,846 47.1

Total revenue 229,838 190,798 39,040 20.5

GTECH Lotteryrevenue 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 term with one to five years of
extension options. These contracts generally provide caagien 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 systems, installation of new software and sales of

|l ottery terminals and equipment in connection wit
product sale revenue from period to period may natdmeparable 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 maistainglevel of
same store sales growth for its customers.

Service Revenue
United States lottery service reverinereased.3% primarily dueto the weakening euro against the US
dollarwhich was patrtially offset bget contract losses.

International lottery service revenimerease®4.36 primarily due tacontractual and effective rate
changes, net contract wins and fluctuations in foreign currency exchange rates against the euro.

15
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Product Sales
International lottery product salewenudnc r e a X7 ®rdilliod during the three monthended June 30,

2010 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 transactRnosluct sales ding the firsthalf of 2010

included the sale @ new central system and termin@ur customer in South Austrabad the sale of
terminals and project implementation servitesur customer ispain

Gaming Solutions segment
Consolidated revenue includes the following amountghi®iGaming Solutions segment:

For the three months ended

June 30, Increase
(thousands of euros) 2010 2009 a %
Service Revenue 16,488 14,426 2,062 14.3
Product Sales 19,957 18,906 1,051 5.6
Total revenue 36,445 33,332 3,113 9.3

GTECH G2 segment
Consolidated revenue includes the following amounti®GTECHG2 segment:

For the three months ended

June 30, Increase
(thousands of euros) 2010 2009 a %
Service Revenue 16,988 16,111 877 5.4
Product Sales 1,370 981 389 39.7
Total revenue 18,358 17,092 1,266 7.4

16
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Consolidatedoperating costs

For the three months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
Raw materials, services and other costs 282,905 242,993 39,912 16.4
Personnel 116,047 103,096 12,951 12.6
Depreciation 60,976 60,426 550 0.9
Amortization 25,030 23,711 1,319 5.6
Impairment loss 2,148 57 2,091 >200.0
Capitalization of internal construction costs -

labor and overhead (22,985) (19,982) (3,003) (15.0)

Total operating costs 464,121 410,301 53,820 13.1

Percentage of total revenue 80.8% 79.5%

Consolidated operating cogts thethree monthended June 3@010increasedi 5 3. 8 mithel i on oV E
same period of the prior yeprincipally due tchighercosts related to the 11.3% increase in reveane,

increase inagstsrelatedto he 0 18. 4 mprbduct salereverfuand Higheltasts related to the

effect of theweakeningeuro against the US dollar.

Foreign exchangegain (loss, net

Foreign exchange gains and lossesctassified asedized (cashpr unrealized (nostash) as follows:

For the three months ended

June 30, Increase (decrease)
(thousands of euros) 2010 2009 a %
Cash foreign exchange loss (722) (100) (622) >200.0
Non-cash foreign exchange gain (loss) 16,210 (11,925) 28,135 >200.0
15,488 (12,025) 27,513 >200.0

17
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Noncash foreign exchange gain (loss) was incurred on the following:

For the three months ended

June 30, Increase
(thousands of euros) 2010 2009 a %
GTECH Senior Credit Facilities hedges 14,110 - 14,110 -
GTECH euro denominated debt - (6,516) 6,516 100.0
Polish zloty loan - (4,258) 4,258 100.0
Other 2,100 (1,151) 3,251 >200.0

16,210 (11,925 28,135 >200.0

I—

GTECH Senior Credit Facilities hedges

Approximatelyd?of t he Groupés debt at June 30, 2010 is U
to fluctuations in the euro versus the US dollar exchange rate. At June 30, 2010, approximately 50% of

this US dollar debt was hedged with collar structures that pgqwadection at an average eurod&

dollar exchange rate of 1.2Revenues and cash flow from US based contracts pravid¢ural hedge

for the remaining US dollar denominated debt.

GTECH euro denominated debt

In order to better match future cash fl ows with t
countries (which increased in recent years), GTECH borrowed in euro under the GTECH Senior Credit
Facilities in 2009. Noftash foreign exchange loss incurredinese euralenominated borrowings

resultedirom fluctuatiorsin the US dollar to euro exchange rate.

Polish zloty loan

During 2007, in connection with GTECHO6s sale of P
Polish subsidiary, GTECH Pska Sp. o . o0 . ( A GT ElGaAded Paligh gldtya255)6 million (at
mar ket interest rates) to GTECH Gl obal Services C

currency is the US dollaGGSC repaid this loan in 2009 principally using the proceeds ctasm
dividends from GTECH Polska. Narash foreign exchange loss incurmdthis loan resulteffom
fluctuations in the Polish zloty to US dollar exchange rate.
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Interest expense

For the three months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
Capital Securities (16,090) (16,090) -
GTECH Senior Credit Facilities (14,614) (14,611) 3
5.375% Notes due 2016 (9,510) - 9,510
Interest Accretion on Swap Liability (785) - 785 -
Lottomatica Term and Revolving Facilities (785) (4,331) (3,546) (81.9)
Other (739) (1,002) (263) (26.2)

(42,523) (36,034) 6,489 18.0

The increase in interest expense was principally due to higtighted averagmterest ratesesulting
from a different mix of our delgiven the issuance f 750imillion of guaranteed notes in December

20009.
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COMPARISON OF THE SIX MONTH PERIODS ENDE D JUNE 30, 2010 AND20(®

Consolidated revenuder the six months ended June 30, 20l@dased..9% over the same period last
year as detailed by operating segment below.

For the six months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 u %
Italian Operations 591,869 595,253 (3,384) (0.6)
GTECH Lottery 422,636 405,700 16,936 4.2
Gaming Solutions 69,675 64,731 4,944 7.6
GTECH G2 36,733 34,488 2,245 6.5
1,120,913 1,100,172 20,741 1.9
Elimination of intersegment revenue (1,893) (1,694) (199) (11.7)
Purchase accountirfg) 147 172 (25) (14.5)
Total revenue 1,119,167 1,098,650 20,517 1.9

(a) Represents the amortization of acquired intangibkets in connection with the August 2006
acquisition of GTECH by Lottomatica.

Italian Operations segment
Consolidated revenue includes the following amountsii@italian Operations segment

For the six months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
Lotto 155,692 185,013 (29,321) (15.8)
Instant tickets 170,412 174,401 (3,989) (2.3)
Other 1,103 1,455 (352) (24.2)

Lottery 327,207 360,869 (33,662) 9.3)
Sports Betting 91,642 96,437 (4,795) (5.0)
Machine Gaming 100,301 72,547 27,754 38.3
Interactive 24,023 19,237 4,786 24.9
Commercial Services 48,696 46,163 2,533 5.5

Total revenue 591,869 595,253 (3,384) (0.6)
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A detailed analysis of theerformance during the first six months of 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 revenueadeclined 15.9 due to a corresponding decline iotto wagers as detailed in the table
below.

For the six months ended

June 30, Decrease
(millions of euros) 2010 2009 Wagers %
Core wagers 2,200.6 2,438.7 (238.1) (9.8)
Wagers for late numbers 202.2 415.4 (213.2) (51.3)
2,402.8 2,854.1 (451.3) (15.8)

Instant tickets

Instant ticket revenudecrease@.3% primarily due tdower sales of Scratch and Win tickets @detailed
in the table belowT h €2819 million derease in instant ticket sales was principdlig to a decline in
the sale of 010 tickets.

For the six months ended

June 30, Increase (decrease)
2010 2009 Amount %
Total tickets sold (in millions) 1,252.0 1,296.0 (44.0) (3.4)
Total sales (in millions) U 4,8330.34,962(2 128. 9)2.6)
Average price point ua 3.86 0 3.83 0 0.03 0.8

Sports Betting

Sports betting revenudecreased.0%due toa higher than averagpayout percentage during the first
threemonths of 201@ompared to the same period of the prior yAarof June 30, 2010, our market
share (in terms of total wagers) with respect to fixed odds sipettisig operations was 20.6% with
1,224 fixed oddsportsbetting and475sports pool points of sale locati® operational.

For the six months ended

June 30, Increase (decrease)
(millions of euros) 2010 2009 Wagers %
Fixed odds sports betting wagers 511.3 431.6 79.7 18.5
Sports pool wagers 48.7 67.6 (18.9) (28.0)
560.0 499.2 60.8 12.2
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Machine Gaming
MachineGamingrevenue increased 38.38ven bythe increased placement of AWP machirasng

with a0163.9million increase in wagers as detailed in the table below.

For the six months ended

June 30, Increase
2010 2009 Amount %

2,247 12,083w02163.9 79

AWP wagers (in millions) a

AWP machines installed (end of June) 53,614 51,449 2,165 4.2

Interactive
Interactiverevenue increased 24.9% principaliyven byan increase in onlin@agers as detailed in the

table below.
For the six months ended

June 30, Increase
(millions of euros) 2010 2009 Wagers %
Online poker wagers 178.6 161.9 16.7 10.3
Other online skill game wagers 27.0 27.0
205.6 161.9 43.7 27.0

Commercial Services
Commercial Servicesevenue increasesl 5% principally due to arincrease in bill payment serviges

electronic topup services for prepaid mobjlend ticketing services for sporting and musical events
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GTECH Lottery segment
Consolidated revenue includes the following amountgi®GTECH Lottery segment

For the six months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
United States 229,292 236,392 (7,100) (3.0)
International 160,441 134,887 25,554 18.9

Service revenue 389,733 371,279 18,454 5.0
United States 7,130 7,358 (228) (3.1)
International 25,773 27,063 (1,290) (4.8)

Product sales 32,903 34,421 (1,518) (4.4)
United States 236,422 243,750 (7,328) (3.0)
International 186,214 161,950 24,264 15.0

Total revenue 422,636 405,700 16,936 4.2

Service Revenue
United States lottery service reverdexreased.0% primarily dueto net contract losseghich was
partially offset by the weakenireuro against the US dollar.

International lottery service revenimereased 8.9 primarily due tacontractual and effective rate

changes, net contract wins and fluctuations in foreign currency exchange rates against the euro.

Gaming Solutions segment
Consolidated revenue includes the following amountgi®iGaming Solutionsegment:

For the six months ended

June 30, Increase
(thousands of euros) 2010 2009 a %
Service Revenue 31,398 29,905 1,493 5.0
Product Sales 38,277 34,826 3,451 9.9
Total revenue 69,675 64,731 4,944 7.6
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GTECH G2 segment
Consolidated revenue includes the following amounti®GTECHG2 segment:

For the six months ended

June 30, Increase
(thousands of euros) 2010 2009 a %
Service Revenue 34,174 32,425 1,749 54
Product Sales 2,559 2,063 496 24.0
Total revenue 36,733 34,488 2,245 6.5

Consolidated operating costs

For the six months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
Raw materials, services and other costs 540,785 490,959 49,826 10.1
Personnel 223,733 215,284 8,449 3.9
Depreciation 118,156 120,134 (1,978) (1.6)
Amortization 46,759 48,388 (1,629) (3.4)
Impairment loss 2,148 57 2,091 >200.0
Capitalization of internal construction costs -

labor and overhead (40,902) (37,471) (3,431) (9.2)

Total operating costs 890,679 837,351 53,328 6.4

Percentage of total revenue 79.6% 76.2%

Consolidated operating costs durihg first six months of 2010dneasedi 5 3 . 3 mi thelsamen over
period of the prior yeagorincipally due tchighercosts related to the 1.9% increase in revenueniyieer
costs related to the effect of the weakening euro against the US dollar.

The Gioup devotes substantial resources to enhance our present products and systems and develop new

products. The aggregate amount of research and development expenditures recognized as expense during
the six months ended June 80¢d 28301lamidl RO6®, wases [
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The Group s w o remployeeglrecomprised of the following personnel:

Number of employees

As of
June 30, December 31, 2010

Personnel Description 2010 2009 Average
Executives 408 400 402
Middle Management 986 977 982
All Other Permanent Employees 5,998 6,131 5,961
Employees with Temporary Employment Contracts 378 164 383

7,770 7,672 7,728

Foreign exchangegain (loss, net

Foreign exchange gains and lossesctassified asealized (cashyr unrealized (noitash) as follows:

For the six months ended

June 30, Increase (decrease)
(thousands of euros) 2010 2009 a %
Cash foreign exchange loss (650) (290) (360) (124.1)
Non-cash foreign exchange gain (loss) 17,051 (555) 17,606 >200.0
16,401 (845) 17,246 >200.0

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

For the six months ended

June 30, Increase (decrease)
(thousands of euros) 2010 2009 a %
GTECH Senior Credit Facilities hedges 15,581 - 15,581 -
GTECH euro denominated debt - (6,052) 6,052 100.0
Polish zloty loan - 6,043 (6,043) (100.0)
Other 1,470 (546) 2,016 >200.0
17,051 (555) 17,606 >200.0

GTECH Senior Credit Facilities hedges

Approximatelyd7of t he Groupébés debt at June 30, 2010 is U
to fluctuations in the euro versus the US dollar exchange rate. At June 30, 2010, approximately 50% of

this US dollar debt was hedged with collar structures that provideqgtion at an average eumUS

dollar exchange rate of 1.2Revenues and cash flow from US based contracts provide a natural hedge

for the remaining US dollar denominated debt.
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GTECH euro denominated debt

In order to better match future cashflows t h t he Groupbés revenue concent.
countries (which increased in recent years), GTECH borrowed in euro under the GTECH Senior Credit
Facilities in 2009. Noftash foreign exchange loss incurred on these euro denominatedibgsrow

resultedirom fluctuatiorsin the US dollar to euro exchange rate.

Polish zloty loan

During 2007, in connection with GTECHOs sale of P
Polish subsidiary, GTECHPolk a Sp. z o . o . loafed Bolisk Zoty 2556 mibidn &abd )
mar ket interest rates) to GTECH GIl obal Services C

currency is the US dollaGGSC repaid this loan in 2009 principally using the proceeds ctasim
dividends from GTECH #ska. Norcash foreign exchange loss incurmedthis loan resulteffom
fluctuations in the Polish zloty to US dollar exchange rate.

Interest expense

For the six months ended

June 30, Increase (decrease)

(thousands of euros) 2010 2009 a %
Capital Securities (32,011) (32,139) (128) (0.4)
GTECH Senior Credit Facilities (27,806) (30,409) (2,603) (8.6)
5.375% Notes due 2016 (19,137) - 19,137 -
Interest Accretion on Swap Liability (1,671) - 1,671 -
Lottomatica Term and Revolving Facilities (848) (9,251) (8,403) (90.8)
Other (2,308) (6,331) (4,023) (63.5)

(83,781) (78,130) 5,651 7.2

The increase in interest expense was principally due to higkighted averagaterest ratesesulting
from a different mix of our debgiven the issuance af 750 mi I I i on of guar ant eed
20009.

Weighted Average Diluted Shares

Weighted average diluted shares dutimg first six months 02010 totaled168.1million sharesan

increase ofL9.4million shares over the same period of the prior year primarily due to the issuance of 19.7
million shares in November 2009 sapport development plans in Italy, primarily for the renewal of the
Gratta&Vi nci (Scratch & Win) concession and the purctl

Income Taxes

The Group's effdive income tax rate during the first six months of 20H3 45.% compared to 34.5%
during the same period last ye@he rate incease was primarily due to the termination of the Group's
intercompany debt funding structure, along with losses in certain foreign subsidiaries without any
associated tax benefit.
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LIQUIDITY, CAPITAL RESOURCES AND FINANCIAL POSITION

TheGrougb s obj ect i vagequate liquidityanchBekibility thiough the use of cash generated

from operating activities,dnk overdrafts and bank loaWge believe our ability to generate excess cash
from operations to reinvest in our business is ormuofundamental financial strengths and combined

with our committed borrowing capacity, we expect to meet our financial obligations and operatiag ne

in the foreseeable futuré/e expect to use cash generated primarily from operating activities to meet
contractual obligations and to pay dividen@sir growth is expected to be financed through a

combination of cash generated from operating activities, existing sources of committed liquidity, access
to capital marketsand other sources of capit@lur coporate debtratings@a a3 fr om Moody bds &
BBB-f rom Standard and Poords contribute to our abil

Summary Statements of Cash Flows

For the six months ended

June 30,
(thousands of euros) 2010 2009
Net cash flows from operating activities 405,683 342,733
Purchases of intangible assets (526,969) (9,539)
Purchases of systems, equipment and other assets related to contracts (121,218) (82,056)
Medstroms Invest AB put right payment (20,415)
Investment in government securities (18,537) -
Acquisitions, net of cash acquired (8,260) (20,469)
Purchases of property, plant and equipment (5,651) (10,605)
Other investing activities, net 1,273 (3,949)
Net cash flows used in investing activities (699,777) (126,618)
Dividends paid (124,815) (100,940)
Interest paid (106,270) (105,868)
Dividends paid - non-controlling interest (45,638) (43,560)
Net proceeds from (repayments of) debt 29,110 (10,292)
Capital increase - non-controlling interest 187,200 -
Other financing activities, net (6,039) (236)
Net cash flows used in financing activities (66,452) (260,896)
Net cash flows (360,546) (44,781)

27



[QTTOMAIICA

—— GROUP ————

First Half 2010 Report

Analysis of Cash Flows

Duringthe firstsix months 02010,we g e n d405.@ntilleoml of net cash flavs from operating
activities, a inc r e a $&.0milibn oderthe same period &0, primarily due to changes in net
working capital.

I ntangi bl e a 5239.emilliorawkrpribcipalyralated tkiheid 5 2 0 ompartial payment

for theScratch & Win license in ltalyl h el212million of capital additions for systems, equipment and
other assets were principally related to spendifgew York, Spain, California, Texa®North Carolina,

and ltaly T h e  (m#Elidn. pdt right paynent increased our ownership interest in GEMed (the
shareholder of Boss Media AB) to 100kvestment in government securities relatedhot-term
investments of excess cash.

Dividends of 0124.8 million (00.74 per share) wer
I nt er e s 106.3mdliondn thefirst six months of theurrent year principally relates to the Capital

Securities and GTECH Senior Credit FagbtCa pi t a | contri buwereccesedof 01187.
June 2010rom ourpartners in th&cratch & WinconcessionAt June 302010, we 109.2ndlliomd

of cash and cash equivalents on hand.

Ourbusiness is capitahtensive We expect our principal sources of liquidity to be existing cash
balances, cash generated from operations and borrowingstha@¥FECH Senior Credit Revolving
Facilities (totalingdS$500million) and LTO Revolving Credit Fdiy (totaling a4 3 Gndlion). At June
30,2010, t h e 698.7milleors of dommitted undrawn capacity under the GTECH Senior Credit
Revolving Facilities and TO Revolving Credit FacilityThese facilities have covenants and restrictions
including, among other things, requirementatial to the maintenance of certain financial ratios,
limitations on capital expenditures and acquisitions and limitations on dividends, none of which are
expected t o i mudityot capitdl resouBcesdt Juped3820L0, we were in compliare
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 futureéo fund our anticipated working capital and capital expenditure needs, to service our
debt obligationsto fundorganic growthand to pay dividendst is our strategy to maintain committed
undrawn capacity under existing borrowing facilities to allovhesflexibility to fund unforeseen
investment opportunities.

During 2009, we marefimdable paygnént répresenting 50% af thentatah cost of
10,761 VLT rights in Italy (07,500 per hichiwmasht , rep
included in intangible assets, net in our December 31, 2009 consolidated statement of financial position.

On April 30, 2010, we elected to purchase all 10,761 VLT rights, payment of which is currently due on
November 30, 2010 (080.7 million).
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Summary Statements of Financial Position

June 30, December 31, Increase (decrease)

(thousands of euros) 2010 2009 a %
Systems, equipment and other assets related

to contracts, net 893,768 774,558 119,210 154
Goodwill 3,391,382 3,006,783 384,599 12.8
Intangible assets, net 1,772,182 822,886 949,296 115.4
Deferred income taxes 10,652 6,030 4,622 76.7
Other non-current assets 146,567 118,966 27,601 23.2
Total non-current assets 6,214,551 4,729,223 1,485,328 314
Inventories 159,169 134,080 25,089 18.7
Trade and other receivables 656,286 791,803 (135,517) (17.1)
Cash and cash equivalents 109,233 469,335 (360,102) (76.7)
Other current assets 131,186 74,258 56,928 76.7
Non-current assets classified as held for sale 4,628 5,890 (1,262) (21.4)
Total assets 7,275,053 6,204,589 1,070,464 17.3
Equity 2,373,857 1,896,807 477,050 25.2
Long-term debt, less current portion 2,773,713 2,621,990 151,723 5.8
Deferred income taxes 187,720 134,127 53,593 40.0
Non-current financial liabilities 146,405 142,317 4,088 2.9
Other non-current liabilities 79,343 78,154 1,189 15
Total non-current liabilities 3,187,181 2,976,588 210,593 7.1
Accounts payable 809,720 905,677 (95,957) (10.6)
Short-term borrowings 32,508 5,079 27,429 >200.0
Current financial liabilities 41,783 59,885 (18,102) (30.2)
Current portion of long-term debt 115,454 67,186 48,268 71.8
Income taxes payable 70,061 20,945 49,116 >200.0
Other current liabilities 644,489 272,422 372,067 136.6
Total equity and liabilities 7,275,053 6,204,589 1,070,464 17.3

T h el19@million increase in systems, equipment and other assets related to contracts, net was
pri nci pal29.dmilidnuokcapitabadditiong n d04.8million of foreign currency translation
which was partially offseb y 111.3million of depreciation.

T h 684®million increase in goodwill wagrimariy due to foreign currency translation
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T h @49(Bmillion increase in intangible assets, net was principally die800 0  nfidr thdltaliann
Scratch and Wi n | i censeoflOW@&LILT Aghtmin ltalydndi®9.2mitian t he f i
of foreign currency translatiohese increases weapartially offset byi46.8million of amortization.

The 0135.5 mil |l i on reeivablesavaserincipally duettedimingaincdllectionsh e
in the Italian Operations segment.

The056.9million increase in other current assets was principallydaetod 1 9. 4 mi I I i on i ncr
foreign currency forward contrace) 118.6million investment in government securitesnd a 012 . 9
million increasdn income taxes receivabjgimarily due to income tax refunds due from various foreign

tax jurisdictions.

T h ed77dmillion increase in equity was primarily dued®68.6million of foreign currency translatign

0187. 2 mil | i onsfomipartadrsindhé&oratch & Wiacbnicessionandi87.0
million of net income. These increases were partially offs&tli2g¢.8million of dividendspaid to
shareholders of the par en tonarocodtroling shareéolders.l | i on of d

Thet151.7million increase in longerm debt, less current portion was principally dutteign
currency translatigmpartially offset by theeclassification of debt coming due within twelve months to
current portion of longerm debt.

The053.6 million increase in deferred income taxes was principally due to the utilization and expiration
of certain foreign net operating losstx amortizabn in excess of book amortization, aheé effect of
foreign currency translation.

The96.0million decrease in accounts payable was principally due to the timing of payments in Italy and
for GTECH® s o n guanpleangentations, aleng withdscyease ie accounts payable
primarily related tdower Lotto wagers

The48.3million increase ircurrent portion of longerm debt was primarily due the reclassification
of debt coming due within twelve months as described above, partially loyfggerest paid during the
first six months of 2010.

Theu49.1million increase in income taxes payable was primarilytdube timing of estimated tax
payments.

The 0U372.1 million increase | noaccrudiseol 2 80 r moelhk i dm ab

the ltalian Scratch &Vin licenrsea n d 0 8 0 .for thenfinal 30%00b16,761VLT rights in Italy. These
liabilities are expe@d to be paid bilovember30,2010.
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TheGrougbs consolidated Jueet3020LDdedimeib3d.4milliprofrem its ned n
financial position at December 31, Z0frincipally due tahe partial payment for the Scratch & Win
license net of capital contributions from our partneasdthe weakeningeuro againsthe US dollar

Consolidated net financial position is calculated as follows:

(thousands of euros)

Cash on hand
Cash at bank
Cash and cash equivalents

Current financial receivables

GTECH Senior Credit Facilities
Short-term borrowings
Swap Liability
Capital Securities
Boss Media contingent liability
Other

Current financial debt

Net current financial debt (cash)

GTECH Senior Credit Facilities
5.375% Notes due 2016
Capital Securities
Interest rate swaps
Swap Liability
Other

Non current financial debt

Net financial position

June 30, December 31,
2010 2009 Change
620 453 167
108,613 468,882 (360,269)
109,233 469,335 (360,102)
43,757 4,613 39,144
60,634 - 60,634
32,508 5,079 27,429
29,931 29,924 7
15,426 46,618 (31,192)
- 17,521 (17,521)
51,246 33,008 18,238
189,745 132,150 57,595
36,755 (341,798) 378,553
1,289,542 1,145,100 144 442
748,697 740,821 7,876
734,508 733,180 1,328
62,950 53,094 9,856
42,743 56,391 (13,648)
41,678 35,721 5,957
2,920,118 2,764,307 155,811
2,956,873 2,422,509 534,364
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Reconciliation of Group Equity
The reconciliation of Lottomatic@roupS.p.A. stand alonequitywith theequityof the consolidated
Group is as follows:

Attributable to owners
of the parent
Lottomatica All'other ~ Non-Controlling

(thousands of euros) Group S.p.A.  subsidiaries interests Consolidated
Balance at January 1, 2010 2,088,214 (250,480) 59,073 1,896,807
Fair value of interest rate swaps - (742) - (742)
Amortization of gain on interest rate swap on

discontinued cash flow hedge (285) - - (285)
Unrecognized net gain on derivative instruments - 7,010 - 7,010
Unrecognized net gain on available for sale

investment - 73 - 73
Foreign currency translation - 368,604 - 368,604
Net income for the period 63,479 813 22,711 87,003
Dividend distribution (124,815) - (45,638) (170,453)
Share-based payment 2,031 - - 2,031
Intragroup merger(a) 112,662 (112,662) - -
Change in fair value of put/call option arising fr

business combination - (209) - (209)
Purchase of non-controlling interest - (3,078) - (3,078)
Capital increase - - 187,200 187,200
Other movements in equity 200 (304) - (104)
Balance at June 30, 2010 2,141,486 9,025 223,346 2,373,857

(a) Effective January 1, 2010, Lottomatica Sistemi S.d.Attomatica International S.rand
Lottomatica International Hungary kftere merged into Lottomatica Group S.p.A.

Transactionswith Related Parties

Duringthe firstsix months 0f2010there were ngignificanttransactions, including intragroup, with
related parties which qualified as unusuahtypical. Any related party transactions formed part of the
normal business activiseofthe companies in the Group. Sutthnsactions were concluded at standard
market terms for the naturé goods and/or services offered.

Information on transactions with related parties, including specific disclosures requit€aNSORB is
providedin Footnote29 of thelnterim Consolidated Financial Statements included herein.
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SIGNIFICANT DEVELOPMENTS

Since the start dhesecondquarterof 201Q the Group has reported a number of significant
developments.

Developments Duringhe SecondQuarter of 2010

Contract Developments

In April 2010, Lottomaticads subsidiary, GTECH Fo
year contract with Concesionaria de Entretenimientos y Tur&imo(CET) 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 Cordoban a separate contract, CET will lease up to 1,000 VLTs manufactured by
Lottomaticabs subsidiaries Atronic and Spielo.

In June 2010, GTECH signed a fiyear contract extension with the California Lottery to provide online
and instant ticket central systeenhancements, new lottery products and ongoing services. Tiyedive
extension will commence on October 14, 2014.

In June 2010, Lottomatica announced that its subsidiary, SPIELO Manufacturing ULC, had signed an
exclusive distribution agreement withmierican Gaming & Electronics, a wholbyvned subsidiary of

WellsGar dner El ectronics Corporation, to distribute
(VLT) and game content to licensed operators in the new lllinois VLT market.

OtherBusinesDevelopments

As previously disclosed, in October 2009, following a competitive procurement for a new Scratch & Win
concession in Italy, Consorzio Lotterie Nazionali (a consortium in which Lottomatica owns a 63%
interest) was the only party who submittepraposal for the license to operate the national instant
lotteries in ltaly for a period of nine (9) years. In November 2009, the Regional Administrative Court of
Lazio announced its judgment granting a challenge filed by Sisal S.p.A. for the annulthenSofatch

& Win tender. Both the AAMS and Consorzio Lotterie Nazionali filed appeals requesting an annulment
of the decision by the Regional Administrative Court of Lazio. Sisal filed its own appeal askihg for
confirmation of the ruling of the Admistrative Court and faa referral to the European Court of Justice.

After a hearing held on March 9, 2010, the State Council accepted the appeals of AAMS and Consorzio
Lotterie Nazionali and a portion of the appeal submitted by Sisal, and ruledahiaiqrs of Italian law

and of the tender related to the interim period during which Consorzio Lotterie Nazionali would continue
to manage the existing instant lotteries through January\&8deéhull and void, and referred the matter

to AAMS for any subsguent and related decision.

On March 30, 2010, AAMS issued a decree to reopen the prior public tender for the new Scratch & Win

concession and removed from the tender documents the clauses the State Council had found null and void
in its March 9, 2010 ridg.
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On May 10, 2010, the deadline for submitting the offers, Lottomatica was informed that the Consorzio
Lotterie Nazionali was the only bidder for the Scratch & Win tender. Consorzio Lotterie Nazionali was
notified of the temporary award of the tenen May 13, 2010 and of the final award of the tender on
July 5, 2010.

In June 2010, in order to assure continoitycratch & Win activity, AAMSextended the present
concession in favor of Consorzio Lotterie Nazionali for the temporary managentieetSdratch & Win
instant lotteries, effective June 2010 and ending no later than September 2010.

IN2006GTECH GI obal ServiceasndoMeds tart 9 iMadst(omIseGsSICOAB (i
through GEMed AB (a Swedish private limited liability company oadv8&.454% and 12.546% by

GGSC and Medstromsespectively, acquired 100% of the issued shares of Boss Media AB. GasC

the option, which itouldexercise between April 1, 2010 and June 30, 2@lfkquire Medstroms to sell

its 12.546% interest in GE&l to GGSC Medstroms hd an identical put rightOn April 1, 2010,
Medstr°ms exercised its put right and on 20pr i | 12
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 |taly -sefutbablaaymentaeprés8nfing 30%rfitHe tofaleast n o n
of such VLT rights. On April 30, 2010, Lottomatica electegtirchase all 10,761 VLT rights, payment

ofwhichi s currently due on November 30, 2010 (080. 7 1

In May 2010, the Board of Directors approved the shareblaigi plan which had been authorized by the

Shar ehol der s &20Me Ehe planveich the Baam ddes niotendto execute in 2010,

allows the Board to purchase, in bulk or in several stages, and on a revolving basis, a maximum number

of ordinary shares representing an intelkest not e

Developmerd After the Close ofthe SecondQuarter of 2010

Contract Developments

In July 2010, after the close of the second quaft@010, Lottomatica announced that following a
competitive procurement, a consortium of GTECH companies was chosen by Totalizator Sportowy Sp. z
0.0., a governmertwned organization in Warsaw, Poland, to provide a wide array of lottery technology
and ongoig services. The seven (7) year contract will commence on December 1, 2011, and includes the
option for three (3) extension years.

In July 2010, after the close of the second quarter of 2010, GTECH signed a three (3) year contract with
the Connecticut bttery Corporation to provide instant ticket vending machines. The contract allows for
the three (3) ongear extensions.

In August 2010, after the close of the second quarter of 2010, GTECH signed a contract with the
Kentucky Lottery Corporation to pvade a complete array of online lottery products and services. The
seven (7) yeatontract is expected to commence in June 2011 and allows for eigloid{8pnalone year
extension options.
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In August 2010, after the close of the second quarterd,ZITECH Printing Corporation signed a
contract with Lotterywest, the official state lottery of Western Australia, to seiteprimary instant
ticket vendor. Thdive (5) yearcontract, which is the result of a competitive procurement, will
commencammediately and will allow for extension options for an additional five (5) years.

Other Business Developments

I'n April 2010, the Shar e h2014dteck adlazatiovi plentandrihg 20a0p pr ov e d
2016 stock opti on epetvedror gmpltyees ¢f Bottoanatisacand/or ith sulisidiaries.

In July 2010, after the close of the second quart
Regulations of the Plans; assigned options and shares; resolved, in accordance utitiotizatzon

granted by the Extraordinary Shareholders Meeting on October 18, 2006, to increase stock capital up to a
nomi nal amount of Uul, 825,026 for use in connectio
exercise price of the options grantediat 0 . 8 9 .
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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:

® 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 of the Gr ou pxliasgesdmdrket inferest raté<ohanges ininterese X p o s e
rates generally will nagignificantly 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 glbal business and derives a substantial portion of its revenues from operations outside
of the European UnionOur financial statementuld be materially different from period to period if
there is a significant movement in the euro versus other cigsenc

(i) Credit Risk: Credit risk is the risk of a financial loss arising from a customer or counterparty not
meeting their contractual obligations. A signifi
concessions withmministraziore Autonoma dei Monopoli di Stato (AAMS), resulting in significant
concentration of credit risk exposuhManagement believes that in the future, a significant portion of its

business and profitability will continue to depend uponcessions with AAMS.

(iii) Liguidity Risk: Li qui dity risk is the risk that suitabl
operations may not be available. In recent years, certain contracts in Italy have required an upfront

payment for a license to operate the contract. GTESHtacts 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
the® 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 relusttomatica is a global
business and derives a substrportion of its revenues from operations outside of It&isks

associated with Lottomatiéamternational operations include increased governmental regulation of the
ortline lottery industry in the markets where it operates; exchange controtseorcatrency 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 rarkets, high interest rates, debt default, unstable capital markets and foreign direct investment
restrictions. Political risks include change of leadership, change of governmental policies, new foreign
exchange controls regulating the flow of money intowt of a country, failure of a government 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 certdia obtuntries in

which Lottomatica operates due to poor economic and political 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 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 performance bonds to secure its performance under
such contracts and require Geoup to pay substéial monetary liquidated damages in the event of non
performance by the Group. Claims on performance bonds, drawings on letters of credit and/or payment
of liquidated damages could have a material adverse effect on the Group's results of operatieas, busin
financial condition or prospects.

(vi) Legal ProceedingsDue 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 predictedentiingy. Unfavourable resolution of

such proceedings or significant delays in adjudicating such proceedings could have a material adverse
effect on the Groupébs results of operations, busi
certainlegal proceedings to which the Group is a party Nite 30to the consolidated financial

statements

(vi)  Government RelationssThe Groupds activities are subject t
governmental regulation which varies from jurisdiction to jurisdiction where the Group operates, which
includes individual suitability standards for officers, directors, major shareholders aathgkyees.

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

suitability findings could lead regulatory authoritte® seek t o restrict the Grou
jurisdictions.

In addition, the Group is subject to extensive background investigations in its &sttbgaming

busineses Authorities generally conduct such investigations prior to and after the afvatdtteryor
gamingcontractor the issuance of a gaming licené@thorities are generally empowered to disqualify

the Group from receiving a lottepr gamingcontract operating a lottery systear receiving a gaming

licenseas aresult ofanysuéhnvesti gati on. The Groupds failure, o
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 amgdp 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 Groupds resul ts

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 caats 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 fctor 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 these matters by governmental or regylauthorities 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 peislitiiyg

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 dowiitave 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 tediaise cr
conditions and avoid further perturbations; these 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 createdd®velopments in some European states that have severe
deficits, and which require a tight financial discipline by governments.

Our industry has been resilient to economic downturns. It is worth noting that we serve many customers

around the world (mostly governments or governnnelated entities) that are looking for opportunities

to grow their funding sources in times when tasome is substantially reduced, generating severe budget
shortfalls. In our traditional Italian market, new games are being launched (VLT), and a license for
instant lottery has been awarded to our Grodip.a resulof newlicenses acquired and extensions to
existing contracts negotiatedjronveighted average contract length is approximately seven years
(assuming all extension options are exercised).

Further opportunities for us may emerge in other countries relative tmfiness model adopted by
states to operate lotterieshould this lead to outsourcing operations from states to private entities, like
our Group.

The Group has the needed resources, both in terms of capital andiéwowo play a leading role in this
evolving landscape. We believe the Group is very well placed to retain its position in all geographies
where we operate.

The Groupbs strategic goal is to maintain its
further developing the initiates already identified.

The Groupbs strategy is summari zed as foll ows:

¢ Continue to promote sansore sales growth;

¢ Bid for operator opportunities and win new jurisdictions;

e Complete timely deployment of VLTs in Italy, delivering turnkey solutions teroth
concessionaires;

¢ Roll out new distribution platforms, focusing particularly on interactive channels; and

e Grow instant ticket printing capabilities.
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LOTTOMATICA STOCK INFORMATION

SHAREHOLDING STRUCTURE
Based on most recent filinggth CONSOBasof June 302010

Shareholder Numbers of Shares % of Outstanding Shares
Gruppo De Agostini 102,629,324 59.663

Mediobancd&” 21,918,941 12.742

Assicurazioni Generali 4,989,596 2.901

Lottomatica owns 251,080treasury shares, equal to abo®%% of share capital.

Underwritten and paid up share capital adwfe 302010)a mount s to 0172, 015, 373,

172,015,373 ordinary shares with a nominal val ue
Aut hori zed shar e 85%82IL,tcomposea of 480,857,821 drdinary sh&ds with a
nominal value of 01 each.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

eeceeeeeeeeeeceeeceeeeeeeeeeececeeeeeeeeeeeeeeecee.

LOTTOMATICA STOCK PERFORMANCE FOR THE PERIOD ENDED JUNE 30, 2010

The average price of the stock for #ie months endedune30, 2010w a s13.410ver100million shares
were traded inthe firstsix months of 2010with an averagalaily exchange of approximaterg9,444
shares.

Lottomaarketca@aist al i zat i on 1.8bdlien omlpne BORXO mat el y 0

W11469%0f Medi obancads 12.742% sha rexclusivelyntesergehhie ponversion bfedartaing hel d s
Mandatory Exchangeable Bonds issued by UBI Banca International SA in 2009. Mediobanca has relinquished all of the voting,
administrative, benéafial and economic rights related to that 11.469% interest.
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ENVIRONMENTAL COMMITMENTS

Lottomaticabs Environment Commitments in I|Italy

The activities normally managed by the Lottomatica Group in Italy can be defined as having low

environmental impact. Neverthelasge Company recognizes the importance of supporting efforts on
environmental issues together with those already undertakehenareas of corporate social

responsibility. Therefore, since 2008ttomaticahas undertaken to finalize its own environmental policy

and has commenced programs of monitoring and reducing the environmental consequences of its
activities and productsT he Gr oupébés programs are primarily rel at
States, where 60% of the workforce is concentrated, but its commitments are relevant to all locations
worldwide.

The Environmental Initiatives of Lottomatica

In 2009 Lottanatica identified the main impacts of its 2008 activities and those iakedged in
developing the environmental polio§ Lottomaticé Ralian operationsOn the basis of findings from
this phase of analysis and preliminary evaluatiamitomatica defiedits environmental policy and a plan
of action for the mitigationf its impactsandthe 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 austured collection and analysis of environmental data in order to make the
measurement of performance reliable and efficient.

In early 2010 Lottomatica continued working on the systematic process defined in 2009, and further
improved the process whistesu s ed f or col |l ecting data and monitor
impact during 2009.

The Identification of Impacts

The main environment al i mpacts of Lottomaticabs a
material, energy consumption and transport of persons and goodsoifipany is also responsible for

consumption of water resources and for waste generdiieese impacts are due to the activities of
corporate offices, play slips and other printing
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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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 duringarly 2010.

Reducing the Impacts

e EN 16001 standard compliance: Lottomaties appliedor the EN 16001 standard, which
specifies requirements for establishing, implementing, maintaining and improving an energy
management system. This standard lays down requirements for continualémpnt in the
form of more efficienand more sustainable energy use, irrespective of the type of energy. This
standard applies to the activities under the control of an organization.

The implementation of an energy management system specified biattdarsl is intended to

result in improved energy efficiency.herefore, this standard is based on the premise that the
organization will periodically review and evaluate its energy management system to identify
opportunities for improvement and their irapientation. 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 inmergy performance.

This standardequires the organization to:

a) establish an appropriate energy policy;
b)i dentify the energy aspects arising from the
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 achietieesbjec
and meet targetsnd
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 organizatiomarriedout an initial review to identify areas of energy use and opportunities for
improvement. This resulting information provides the basis for setting the energy management
work, program, objectives and targets.

o Efficient use of offce paper angurchase of 50%cological paper

e Purchase 0100% ofenergyfrom renewablenergy sourcesL o t t 0o melectiicsugpdier
providesit with a certificaton and guarantee that 80%itf electric power comes from
hydroelectric sources and 2d%m wind power.
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Involvement and Awareness

e Spread of best practices for an environmentally friendly office
e Information on the environment al i mpacts of th
¢ Reduction of C@emissions: compensation 60, emissions generated by production of the

Lotto Game play slips through reforestation activities in a national park, according to the

principles of Kyoto Protocol

Lottomaticais continuingits policy of reduction of emissionsAt the end of 200¢he Compantarted a
new project in the biggest national baf Italy, Parco del Pollino, which was burnedecent years and
suffered the loss of thousand oftitses Under the Lottomatica project, 2,208esare being planted in
the park, a significant portion of which are endangered species.

GTECHOGsSs Environment al Commi t ment s

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

Guiding Principles

GTECH Corporation is committed to:

¢ Conductingts operations in a manner that protects the environritsmployees anids
neighbors.

e Complying with all laws, regulations and permits agattile toits products and operations, and
with its own more stringent standards whenever necessary to implement this policy.

e Applying continual improvement and pollution prevention principles to-efiettively reduce
the environmental impacts it marufacturing processes and of our products.

e Establishing and regularly reviewing environmental objectives and targets.
e Making available to the public the environmental performandts operations.

¢ Ensuring thaits employees have the knowledge, resosiiaad authority to implement these
guiding principles.

e Continuing GTECHOGs compliance with the ROHS (R
regulations implemented by the European Parliament and Council Directive on the Restrictions of
the Use of Certain Hardous Substances in Electrical and Electronic Equipment (2002/95/EC),
in order to:

A Protect human health and the environment by restricting the use of certain
hazardous substances in new equipment; and
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A Complement the Waste Electrical and Electronic Equipment (WEEE) Directive
(2002/96/EC).

In a pledge to reduce wastedan hel p protect the environment, GTECH
corporate initiative in October 2008. This program is intended to pragnetenmentallyfriendly

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 therwironment. 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 (AEMSO) . I n establ i shi ngheshjectites & redugigt e m, [
pollution, reducing waste and conserving enei@yT E C HE®IS consists of planning, documenting and
implementing policies, procedures and methodologies that define and stgpgavironmental policy

and objectives. A key compent to maintainings T E C HEMS is ensuring thas TECH consistently

reviews, analyzeand measust h e Effd@ivieness to demonstraieT E C tbidgsing commitment

to improveits processes.

GTECH created a "Green Committee" comprised of employees whasigned the tasif the
development and measurement of enaxfficient 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 GJI& pledge.

In 2009, GTECH expanded its recycling program in its Rhode Island facilities. This expansion resulted in
substantial increases in recycling activities, specifically in paper, plastics, aluminum, mixed bottles and

cans, and batteries. GTECHsvalso the recipient of a recycling certificate of achievement from Hanna
Paper Recycling. GTECHOGs paper recycling partner
preservation of 5,595 trees and the saving of 26,330 cubic feet of landfill space

Al so in 2009, GTECHOG6s Corporate Headquarters faci
Hospitality Green Certification from the Rhode Island Hospitality Association and Rhode Island

Department of Environmental Management in connection witeitoperated 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 faitity.

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 facilitigdl 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 documentssideitje
Reducing use of colored ink by printing in black and white where possible;

Distributing information to new employees via electronic media, as opposed to paper handouts;
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¢ Installing timers to shut down higdnergy use areas overnight;

e Applying automatic energy conservation settings to company desktop computers; application to
laptop compttersis still in thetesting phase, but anticipatexdrollout in 2010; and

¢ Installation of a secure bike rack to encourage employees commuting by bicycle/scooter.

GTECHG6s manufacturing facilities conmngRoHSiIi t h al |
They do not generate any harmful waste, whether chemical or in the air. Further, GTECH has converted
from nonbiodegradable bubble wrap and Styrofoam peanuts to biodegradable packaging material for
shipment of certain equipment such as sparesp

GTECHOs instant ticket printing subsidiary, GTECH
paper, none of whicls designated as hazardous waskee printing facility exceeds the compliance of

all state and federal air and water regulatory bodiesthamtimary and backup facilities do not

discharge any process liquid&PC has:

¢ Eliminated the use of all solvent based overprint inks with the csioveto watetbased systems;

¢ Replaced all solvertased 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;

e Replaced all solvertased secusitseal and release varnishes with-tiable systems;

o Replaced its solveriiased plate making system with an all digital process; and

o Entered into agreements to recycle 100% of its offset printing plates.

As a result, GPC has reduced its Volatile Org&ompounds (VO§€) 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.

45



[QTTOMAIICA

—— GROUP
First Half

2010 Report

Tables of Customer Contracts

46



[QTTOMAIICA

—— GROUP ————

First Half 2010 Report

Table 1 Italian Concessions
The table below sets forth Lottomaticads |t al
Date of
Commencement | Date of Expiration
of Current of Current Current Extension
Holder Purpose Contract® Contract Options
Lottomatica | Activation and operation ¢ March 1993 June 2016 Not renewable
Group S.p.A.|the network for the Lotto
Game
Consorzio | Operation of the National | October 2003 March 14, 2010 fon Extended until the
Lotterie Lotteries for instant and lotteries with effective date of the
Nazionali periodic drawings periodic drawing$ | New Concession
May 30, 2010 for |awardedo Consorzio
lotteries with Lotterie Nazionali in
instant drawings. | May 2010°
Consorzio | ExperimentalOperationi | November 2006 | October 2009 Extended until the
Lotterie as central operatarof the effective date of the
Nazionali ortline Scratch and Win New Concession
Lotteries awarded to Consorziq
Lotterie Nazionali in
May 20103
Lottomatica | Activation and operation ¢ July 2004 October 2010 Renewable only for 1
Videolot Retg the network for the year at AAMS
S.p.A. telematic operation of discretion
legalized amusement witt
price machine (Video
Lotteries)
Lottomatica | Activation and operation ¢ March 2007 June 2016 Not renewable
Scommesse | the network for sports
Sl gaming, toto betting and
sports betting, operated
through interactive channi
also for the operation of
Skill Games. N. 4032

! Reflects the date upon which the contract became effective

2 As discussed in Note 30 to the Notes to@umsolidated Financial Statements concerning litigation, the indicated
expiration date is under dispute with AAMS
% The New Concessiais waiting to be executed between AAMS and Lotterie Nazionali S.r.l., the newco duly
incorporated in compliance with tiender documentation.
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Lottomatica | Activation andoperation ol March 2007 June 2016 Not renewable
Scommesse |the new horse gaming, tof
Sl betting and horse betting.

N. 4313.
Lottomatica | Activation and operation ¢ August 2009 June 2016 Not renewable
Scommesse |the new horse gaming, to!
Sl betting and horse betting.

N. 4803.
Lottomatica | Activation and operation ¢ March 2009 (only |June 2012 Not renewable
Scommesse | sports betting. Twenty no. 3146)
S.rl. concessiorfs May 2009

December 2009
(only no. 3302)

Lottomatica | Activation andoperation of May 2009 June 2012 Not renewable
Scommesse | horse betting. Concessio

Sl no. 1056.

Toto Activation and operation ¢ January 2007 June 2012 Not renewable
Carovigno horse betting. Concessio

S.p.A. no. 1100.

Toto Activation andoperation of April and August |June 2012 Not renewable
Carovigno sports betting. Two 2007

S.p.A. concessions.

L.S. ALPHA | Activation and operation ¢ November 2008 |June 2012 Not renewable
Sl sports betting. Nine

concession8.

LABET S.r.l. | Activation and operationf | June 2009 June 2012 Not renewable
sports betting. Seventeer
concessions.

SIDERBET | Activation and operation ¢ August 2009 June 2016 Not renewable
Sl the new horse gaming, toi

betting and horse betting.

N. 4850.

4 Concessions no. 3146, 3155, 3165, 3169, 3180, 3184, 3192, 3199, 3264, 3480, 3674, 3672, 3705, 3732, 33332,3742
3055, 3613nd 3483.

> Concessions no. 3067 and 3673 also through interactive channel.
® Concessions no. 3173413, 3414, 3416, 3475, 3558, 3559, 3651 and 3751.

" Concessions no. 3064, 3065, 3066, 3103, 38187, 3504, 3514, 3515, 3516, 3517, 3519, 3520, 3521, 3522,
3523 and 3621.
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Unless otherwise indicated, the table below sets forth the lottery authorities with which GTECH had

Facilities Management Contracts as of June 30, 2010 for the installation and operation of lottery systems,

and as to which GTECH is the sole supplier ofi@tomputers and terminals and material services.
The table also sets forth information regarding the term of each contract and, as of June 30, 2010, the
approximate number of terminals installed in each jurisdiction.

Jurisdiction
United States:

Arizona (2)
California
D.C. (4)
Florida
Georgia
lllinois
Kansas
Kentucky
Louisiana
Michigan
Minnesota
Missouri

New Jersey
New York (6)
North Carolina
Oregon
Rhode Island
South Dakota
Tennessee
Texas
Virginia

Washington
West Virginia
Wisconsin

International:
Anguilla
-LILHCo

Approximate
Number of Lottery

Terminals Installed (1 Current Contract*

Date of

Date of

Current

Commencement of Expiration of Current Extension

Contract Term

2,800
21,400
600
13,700
9,300
7,300
1,900
2,800
2,800
11,200
3,100
4,800

6,100
16,750
6,000
3,500
1,200
620
4,950
17,300
5,300

4,600

1,700
3,800

16

November 2005
October 2003
June 1999
January 2005
September 2003
April 2000

July 2008

April 1997

June 1997
January 2009
June 2002
December 2004

January 2009
November 2000
January 2006
October 2007
January 1997
August 2009
January 2004
October 2001
June 2006

July 2006

June 2009
November 2003

May 2007

August 2014
October 2019
November 2010
March 2011
September 2013
October 2010
June 2018
June 2011 (5)
June 2010
January 2015
February 2016
June 2012

September 2017
August 2010
March 2017
November 2015
June 2023
August 2014
April 2015
August 2011
October 2014

June 2016

June 2014
June 2012 (7)

May 2017

Options**

2 oneyear
3

2 two-year

6 oneyear

3 oneyear and
additional 5 years
Up to 3 years

3 oneyear

5 oneyear

3 oneyear or 1
threeyear

2 oneyear
1 oneyear (7)
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Jurisdiction

Antigua/
Barbuda
-LILHCo

Argentina

-Boldt S.A.
(National
Lottery/LNSE)(8)
-Boldt
S.A.(Buenos Aires
Lottery/IPLC) (8)

Barbados
- LILHCo

Bermuda
- LILHCo

Chile
- Pollo Chilena de
Beneficencia

China
- Beijing Welfare
Lottery

- Shenzhen
Welfare Lottery

Colombia
-ETESA (9)

- Apuestas En
Linea, S.A.

CzechRepublic
- SAZKA

Approximate
Number of Lottery
Terminals Installed (1 Current Contract*

Date of
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Date of

Current

Commencement of Expiration of Current Extension

Contract Term
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900

4,300

255

2,600

2,180

188

5,000
3,000

7,000

September 1996

November 1993

November 1999

June 2005

September 2008

February 2004

July 2005

December 1999
March 2007

October 1992

September 2016

January 2010

November 2012

June 2023

August 2016

December 2015

December 2015

January 2011
September 2012

December 2022

Options**

Automatic
annual renewal

Up to 24 months

Automatic 3 one
year unless a part
gives at least 180
days notice before
end of initial or
extension term

1 five-year
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Jurisdiction

Dominican
Republic

- Loto Real Del
Cibao, C.X.A.

Ireland
-An Post
Lottery Company

Jamaica
-Supreme
VenturesLimited

Luxembourg
-Loterie
Nationale (10)

Mexico
-Pronosticos Para
La Assistencia
Publica

Morocco

-La Societe de
Gestion de la
Loterie Nationale
and La Marocaine
des Jeux et Les
Sports

Nigeria
-National Sports
Lottery plc.

Poland
-Totalizator

Sportowy

Slovak Republic
-TIPOS a.s.

Approximate
Number of Lottery
Terminals Installed (1 Current Contract*

Date of
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Date of

Current

Commencement of Expiration of Current Extension

Contract Term

1,250

3,700

1,100

530

9,400

2,000

3,500 (11)

11,700

2,250

August 2008

June 2002

November 2000

June 2001

September 2005

August 1999

November2008

May 2001

March 1996

August 2028

December 2011

January 2016

October 2012

September 2012

August 2010

December 2016 (11

December 2011

August 2013

Options**

1 two-year

Two year
extension option

10 years (11)

1 oneyear
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Approximate Date of Date of Current
Number of Lottery = Commencement of Expiration of Curreni Extension
Jurisdiction Terminals Installed (1 Current Contract* Contract Term Options**

St. Kitts/Nevis
-LILHCo 54 April 1996 April 2016
February 2004 (12) February 2014 (12) 1 tenyear (12)

St. Maarten
-LILHCo 44 September 2007  September 2017 1 tenyear (13)

Taiwan
- Taiwan Sport
Lottery Corp. (14) 1,030 April 2008 December 2013

Trinidad &

Tobago

-National 800 December 1993  September 2011
Lotteries Control

Board

Turkey

-Turkish 4,070 February 1996 (15) (15)
National Lottery

(15)

United Kingdom
- The National
Lottery (16) 29,000 February 2009 January 2019

U.S. Virgin
Islands
-LILHCo 84 December 2001  December 2011 2 five-year

* Reflects the date upon which the contract became effective.

**Reflects extensions available to the lottery authority under the saims as the current contract.
Lottery authorities occasionally negotiate extensions on different terms and conditions.

(1) Total does not include instatitket validation terminals or instant ticket vending machines.

(2) GTECH and the Arizona Lottesntered into a separate contract for the provision of an instant
ticket management and distribution system and related services. The agreement will be for a 5 year
term with 5 oneyear extension options.
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(3) Atthe end of the final extension optioard, the contract will remain in effect under the same
terms and conditions until either party provides at least 2 years notice of termination.

(4) Operated by Lottery Technology Enterprises, a joint venture in which GTECH has a 1% interest,
and to whth GTECH supplies lottery goods and services.

(5) In April 2010 GTECH was named the apparent successful bidder by the Kentucky Lottery
Corporation to provide online lottery productslaervices. The proposed 7 year contract is
expected to commence innk12011 and allows for 8 ofyear extension options.

(6) InJune 2009, GTECH executed a new integrated services contract with the New York Lottery to
provide new online lottery solutions and services. Final approval was granted in September 2009.
Systemconversion under the new contract is expected to occur in August 2010. The term of the
contract will be for a seveyear period following system conversion and will include an option by
the Lottery to extend for an additional three years.

(7) Pursuant taJuly 2009 amendment to contract between GTECH and the Wisconsin Department of
Revenue, Lottery Division, effective June 2012 the term of the contract will be extended to June
2013.

(8) Under these contractual arrangements, Boldt, as operator fottdrg Buthorities, purchased the
lottery system and related software license from GTECH at the commencement of the respective
contracts.

99 GTECHG6s contract with the Colombia ETESA | otter
contract in that tie to the equipment vests in ETESA at the end of the term.

(10) 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 of the contract. No further estersion
be exercised after October 2012.

(1) The terminals in use in this contract are not C
handheld terminal s. GTECHO6s contract expires o
Lot t er y 6 Bkichlsin®ecenmtbear 2016mvith an option to extend for 10 years.

(12) Due to a form of devolution within the political structure of the twin island federation of St. Kitts
and Nevis, there is a separate license term for the island of Nevis which is fobagus with the
term applicable in St. Kitts.

(13) The extension option for this contract may be exercised on mutual agreement of the parties.

(14) Operated by Taiwan Sport Lottery Corporation, a joint venture in which GTECH has a 24.5%
interest and to wibh GTECH supplies lottery goods and services.

(15) The term of the contract with the Turkey lottery authority renews for successiyeanextension
terms unless either party gives timely notice of-nemewal. In addition, the Turkey lottery
authorityhas the option to assume responsibility for the provision of certain lottery services at any
time after the second anniversary of system-sijaurt

(16) Operated by Camelot Group plc on a facilities management basis.
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Table 3 Product Sales Contracts

The table below Iists certain of GTECHOGs direct a
purchased (or have agreed to purchase) from GTECH new online systems, software and/or terminals and
equipment in connection with the expansion or replacewofegxisting 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 Customer

Argentina BoldtT1 Instituto Provincial de Loterias y Casinos de la Provincia de
Buenos Aires

Australia New South Wales Lotteries Corporation
Lotteries Commission of South Australia

Belarus SportPari

Belgium Loterie Nationale de Belgique

Canada Atlantic Lottery Corportion

British Columbia Lottery Corporation
Western Canada Lottery Corporation

Czech Republic SAZKA, a.s.

Denmark Danske Spil A/S

Finland Veikkaus Oy

France La Francaise des Jeux

Georgia Scientific Games Inc.

Germany Westdeutsche Lotterie GmbH & Co.

Sachsisch Lotte GmbH
Lotterietreuhandgesellschaft mbH Thiringen

Indiana Hoosier Lottery

Israel Mifal Hapayis

Lithuania UAB Ol i faja

Luxembourg Loterie Nationale

Maryland Maryland State Lottery Commission

Massachusetts Massachusetts State Lott&@pmmission

Mauritius Lottotech Ltd.

Netherlands Stichting De nationale Sporttotalisator

New Zealand New Zealand Lotteries Commission

Pennsylvania Scientific Games OES Online Entertainment Systems, Inc.
Portugal Santa Casa de Misericordialdsboa

Russia Russkoe Lotto

Singapore Singapore Pools (Pte) Ltd.

Spain Organizacion Nacional de Ciegos Espanoles (ONCE)

UTE Logista GTECH, Law 18/1982, No. 1
Ibermatica S.A.

Switzerland Loterie de la Suisse Romande
Ukraine Ukraine National Lottery
UnitedKingdom Camelot Group plc.

Virginia 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
ContrlBMC®S .(A This tabl e al so foatnote)histeeicl infoenatiore p t
respecting the number of ITVMs that are currently in service, under various ITVM Product Sales
ContrRscedy. (AFinally, the table below sets for
well as the approximateumber of ITVMs installed in each FMC jurisdiction, as of June 30, 2010.

Approximate  Date of Date of

FMC Number of Commencement  Expiration of Current

or ITVMs of Current Current FMC Extension
Jurisdiction ~ PSC In Service FMC Contract* Contract Term Options**
Arizona Q) 850 -- - --

FMC (2) - 2 2 2
Belgium PSC 20 -- - --
California PSC 4,200 -- - --
Florida ) 1,000 -- - --
France PSC 575 -- -- --
Georgia (2) 230 - - -
Iceland PSC 25 - - -
lllinois FMC 3,470 July 2004 September 2010 1 threeyear
Indiana PSC 1,570 -- -- --
Italy PSC 500 - -- -
Kentucky FMC 1,500 December 2007 December 2010 (3) 2 oneyear
Luxembourg FMC 130 September 2005  October 2012 --
Maine (4) 150 September 2004  June 2011 --
Maryland PSC 1,000 -- - --
Massachusetts PSC 2,200 - -- -
Michigan ) 1,350 -- - --
Minnesota (2) 110 -- - --
Missouri FMC 620 March 2007 June 2012 (5)
New Hampshir PSC 250 June 2005 June 2010 --
New Jersey (1) 200 -- - --
New York (6) 5,200 (6) (6) -
North Carolina FMC 660 January 2006 March 2017 -
Oregon PSC 500 -- - --

Pennsylvania PSC 3,800 -- - -
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FMC
or
Jurisdiction PSC

Rhode Island (1)
Romania FMC
Singapore PoolsPSC
South Dakota (1)
Switzerland PSC

Tennessee 8}
Texas 8}
Virginia 9
Washington FMC
1)
Wisconsin D)

* Reflects the date upon which the contract became effective.

Approximate
Number of
ITVMs

In Service

150
(7)
10

50

75
600
1,320
2,000

1,000

500

Date of
Commencement
of Current

FMC Contract*
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Date of
Expiration of
Current FMC
Contract Term

Current
Extension
Options**

(7)
(8)

June 2004

November 2004
(10)

(7)
(8)

June 2011

November 2010

3 oneyear or 1
threeyear

**Reflects extensions available to the lottery authority under the same terms as the current contract.
Lottery authorities occasionally negotiate extensions on different terms and conditions.

(1) Represents ITVMs installed under arlove lottery Facilities Management Contract. See Facilities
Management Contracts table above for additional information.

(2) See Footnote 2 of Table 2. By amendment to the instant ticket management andialistribut
contract dated September 2009, the Arizona Lottery elected to exercise certain options, including

the provision by GTECH of ITVMs.

(3) The contract contains a different term for the lease of the equipment than for the contract term
itself, running fronthe date of acceptance of the equipment with 2yaae extensions at the
option of the Kentucky Lottery Corporation. The current date of expiration of the equipment lease

is March 2011.
(4 GTECHG®GSs

the parties.

contract

wi t h

t he

M aFinanegial S2wipes, Bureaweohn t 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 yéayear basis following the initial term on mutual agreement of

(6) GTECH provides maintenance services for ITVMs which are owned by the New York lottery
authority. The term of this agreement will expire with regard to certain ITVMs in A2§i$
when the new otiine system is fully implemented as determined on a mtmthonth basis, and in
June 2011 with regard to any norierconnected ITVMs owned by the New York Lottery. The
agreement may be extended beyond June 2011 for aripteoconnected ITVMs for a period of
up to 1 year. Any such extensions are subject to the prior approval of the New York State Attorney
General and # StateComptroller.
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(7) GTECH and Compania Nationala Loteria Romana SA entered into an ITVM Pilot Agreement
2008 for the provision of ITVMs for a term ending 13 weeks after completion of the installation of
the ITVMs. The terminals were removed during the first half of 2010.

(8) GTECH and Singapore Pools entered into an ITVM Pilot Agreement in Februaryaz@hé
provision of ITVMs manufactured by Sadamel Ticketing Systems, a Swiss corporation for which
GTECH Far East Pte. Limited is the wordde distributor, for a term ending 52 weeks after the
date of installation of the first ITVM.

(9) The Virginia Lottery entered into a sewvgear 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 povided by GTECH under the Facilities Management Contract which is described in Table 2.

(100 I n December 2009 GTECH amended its Lottery Gami
Lottery to provide for the supply of Lottery Vending Machines at each latgaifer at which an
ITVM is currently installed.
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Tables 5A1 5D Gaming Solutions Contracts

The four tables below set forth the jurisdictions in which SPIELO, ATRONIC and GTECH have
contracts to provide customers with gaming products.

Table 5A SPIELO Jurisdictions

The table below Iists jurisdictions in which sinc
purchased (or have agreed to purchase) from SPIELO software and/or gaming machines.

Jurisdiction Number of Casinos

Alberta

Atlantic Lottery
British Columbia
California
Connecticut
Iceland
Manitoba
Mississippi
Montana

New Brunswick
New Mexico
New York
Nova Scotia
Oregon
Saskatchewan
South Dakota
Sweden

PRARPRPRPRPORPONRERENNERR

Table 5B ATRONIC INTERNATIONAL Jurisdictions

The table below lists jurisdictions in which sinc
customers have purased (or have agreed to purchase) from ATRONIC INTERNATIONAL software
and/or gaming machines.

Jurisdiction Number of Casinos
Africa 17
Asia 12
Europe 244
Latin America 158

58



[QTTOMAIICA

—— GROUP ————

First Half 2010 Report
Table 5C ATRONIC AMERICAS Jurisdictions

The table below lists jurisdictions in which sinc
customers have purchased (or have agreed to purchase) from ATRONIC AMERICAS software and/or
gamirg machines.

Jurisdiction Number of Casinos
Alberta 1
Arizona 17
British Columbia 1
California 50
Colorado 31
Connecticut 2
Delaware 1
Florida 18
lowa 17
Idaho 4
Illinois 4
Indiana 13
Kansas 3
Manitoba 1
Michigan 19
Minnesota 20
Missouri 13
Mississippi 23
Nebraska 1
North Carolina 1
North Dakota 2
New Jersey 11
New Mexico 19
Nova Scotia 2
Nevada 156
New York 3
Oklahoma 8
Ontario 5
Oregon 8
Pennsylvania 8
Puerto Rico 6
Quebec 1
South Dakota 17
Saskatchewan 4
Wisconsin 17
Wyoming 1
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Table 5D GTECH Gaming Machine and/or Systems Jurisdictions
The table below lists jurisdictions in which GTECH has agreements to provide gaming machines and/or
systems. The table also provides information regarding the term of each fixed fee and participation
contract and, as of June 30, 2010, the approximate ewoflgaming machines installed by GTECH in
each gaming machine jurisdiction.

Approximate  Date of Date of
Number of Commencement Expiration of  Current
Nature of Gaming of Current Current Extension

Jurisdiction Contract Machines Contract* Contract Options**

Gaming

Machines

Delaware Participation 800 May 2002 June 2011 -

New York Participation 1,897 May 2003 December --
2017

Rhode Island  Participation 2,950 July 2003 July 2023 --

Central

Systems

Maryland Fixed Fee -- January 2010 September 1 five-year
2015 (1)

Oregon Fixed Fee - November 1995 October 2012 1 oneyear (2)

Argentina Participation -- March 2010 April 2021 2 two-year

Kansas Participation - December 2009 December 2 two-year
2019

Multi-State Participation - November 1995 July 2012 2 two-year

Lottery

Association

Pennsylvania Participation -- June 2006 June 2011 -

Rhode Island  Participation -- July 2003 July 2023 -

Sweden (AB  Product Sale -- - -- -

Svenska Spel)

60



[QTTOMAIICA

—— GROUP ————

First Half 2010 Report

Approximate  Date of Date of
Number of Commencement Expiration of  Current
Nature of Gaming of Current Current Extension
Jurisdiction Contract Machines Contract* Contract Options**

Canada;

Alberta Product Sale -- -- -- --
Gaming &

Liquor

Commission

Atlantic Product Sale -- -- -- --
Lottery
Corporation

Manitoba Product Sale - - - -
Lottery
Corporation

Western Product Sale -- -- - -
Canada

Lottery

Corporation

Louisiana Product Sale -- -- -- --

* Reflects the date upon which the contract became effective.

**Reflects extensions available to the customer under the same terms as the current contract. Customers
occasbnally negotiate extensions on different terms and conditions.

(1) The operational period of the contract will be 5 years from the date when the first Video Lottery
Terminal facility commences live operations, and the contract expiration date ail|usted
accordingly if necessary.

(2) The parties may extend the contract for 1-pear period on mutual agreement.
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LOTTOMATICA GROUP AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

June 30, December 31,
(thousands of euros) Notes 2010 2009
ASSETS
Non-current assets
Systems, equipment and other assets related to contracts, net 8 893,768 774,558
Property, plant and equipment, net 9 101,324 88,522
Goodwill 10 3,391,382 3,006,783
Intangible assets, net 11 1,772,182 822,886
Investments in associates 223 443
Other non-current assets 12 24,846 22,692
Non-current financial assets 20,174 7,309
Deferred income taxes 10,652 6,030
Total non-current assets 6,214,551 4,729,223
Current assets
Inventories 13 159,169 134,080
Trade and other receivables 14 656,286 791,803
Other current assets 12 66,412 61,577
Current financial assets 43,757 4,613
Income taxes receivable 21,017 8,068
Cash and cash equivalents 15 109,233 469,335
Total current assets 1,055,874 1,469,476
Non-current assets classified as held for sale 16 4,628 5,890
TOTAL ASSETS 7,275,053 6,204,589
EQUITY AND LIABILITIES
Equity attributable to owners of the parent
Issued capital 172,015 172,015
Share premium 1,708,081 1,404,252
Treasury shares (61,695) (63,502)
Retained earnings 5,462 66,807
Other reserves 17 326,648 258,162

2,150,511 1,837,734

Non-controlling interests 223,346 59,073
Total equity 2,373,857 1,896,807
Non-current liabilities
Long-term debt, less current portion 18 2,773,713 2,621,990
Deferred income taxes 187,720 134,127
Long-term provisions 19,233 22,970
Other non-current liabilities 19 60,110 55,184
Non-current financial liabilities 146,405 142,317
Total non-current liabilities 3,187,181 2,976,588
Current liabilities
Accounts payable 809,720 905,677
Short-term borrowings 18 32,508 5,079
Other current liabilities 19 643,148 270,564
Current financial liabilities 41,783 59,885
Current portion of long-term debt 18 115,454 67,186
Short-term provisions 1,341 1,858
Income taxes payable 70,061 20,945
Total current liabilities 1,714,015 1,331,194
TOTAL EQUITY AND LIABILITIES 7,275,053 6,204,589
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LOTTOMATICA GROUP AND SUBSIDIARIES
INTERIM CONSOLIDATED INCOME STATEMENTS

For the six months ended

June 30
(thousands of euros) Notes 2010 2009
Service revenue 1,045,422 1,027,306
Product sales 73,745 71,344
Total revenue 7 1,119,167 1,098,650
Raw materials, services and other costs 20 540,785 490,959
Personnel 21 223,733 215,284
Depreciation 22 118,156 120,134
Amortization 23 46,759 48,388
Impairment loss 16 2,148 57
Capitalization of internal construction costs - labor and overhead (40,902) (37,471)
Total costs 890,679 837,351
Operating income 7 228,488 261,299
Interest income 1,513 1,812
Equity loss (205) (1,033)
Other income 657 811
Other expense (2,838) (1,952)
Foreign exchange gain (loss), net 24 16,401 (845)
Interest expense 25 (83,781) (78,130)
(68,253) (79,337)

Income before income tax expense 160,235 181,962
Income tax expense 26 73,232 62,776
Net income 87,003 119,186
Attributable to:

Owners of the parent 64,292 93,995

Non-controlling interests 22,711 25,191

87,003 119,186

Earnings per share/ADRs

Basic - net income attributable to owners of the parent a 038 0 0.63

Diluted - net income attributable to owners of the parent a 038 0.63
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LOTTOMATICA GROUP AND SUBSIDIARIES
INTERIM CONSOLIDATED INCOME STATEMENTS

For the three months ended

June 30
(thousands of euros) Notes 2010 2009
Service revenue 525,533 485,828
Product sales 48,986 30,575
Total revenue 7 574,519 516,403
Raw materials, services and other costs 20 282,905 242,993
Personnel 21 116,047 103,096
Depreciation 22 60,976 60,426
Amortization 23 25,030 23,711
Impairment loss 16 2,148 57
Capitalization of internal construction costs - labor and overhead (22,985) (19,982)
Total costs 464,121 410,301
Operating income 7 110,398 106,102
Interest income 806 864
Equity loss (104) (760)
Other income 353 307
Other expense (1,595) (852)
Foreign exchange gain (loss), net 24 15,488 (12,025)
Interest expense 25 (42,523) (36,034)
(27,575) (48,500)

Income before income tax expense 82,823 57,602
Income tax expense 26 37,158 24,225
Net income 45,665 33,377
Attributable to:

Owners of the parent 34,853 22,098

Non-controlling interests 10,812 11,279

45,665 33,377

Earnings per share/ADRs

Basic - net income attributable to owners of the parent a 021 0.15

Diluted - net income attributable to owners of the parent a 021 0.15
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LOTTOMATICA GROUP AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the six months ended

June 30
(thousands of euros) Notes 2010 2009
Net income 87,003 119,186
Other comprehensive income
Net gain (loss) on interest rate swaps (cash flow hedges) (1,278) 16,334
Income tax benefit (expense) 536 (6,956)
(742) 9,378
Amortization of gain on interest rate swap on discontinued cash flow hedge (285) (285)
Net gain (loss) on derivative instruments (cash flow hedges) 27 11,079 (3,025)
Income tax benefit (expense) (4,069) 1,067
7,010 (1,958)
Net gain (loss) on available-for-sale financial assets 73 (70)
Net gain (loss) on translation of foreign operations 368,500 (25,926)
Income tax benefit (expense) 104 (3,131)
368,604 (29,057)
Other comprehensive income (loss) for the period, net of tax 374,660 (21,992)
Total comprehensive income for the period, net of tax 461,663 97,194
Attributable to:
Owners of the parent 438,952 72,003
Non-controlling interests 22,711 25,191
461,663 97,194
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LOTTOMATICA GROUP AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the three months ended

June 30
(thousands of euros) Notes 2010 2009
Net income 45,665 33,377
Other comprehensive income
Net gain on interest rate swaps (cash flow hedges) 994 13,720
Income tax expense (384) (5,930)
610 7,790
Amortization of gain on interest rate swap on discontinued cash flow hedge (143) (143)
Net gain (loss) on derivative instruments (cash flow hedges) 27 8,801 (8,466)
Income tax benefit (expense) (3,385) 3,214
5,416 (5,252)
Net loss on available-for-sale financial assets (18) (57)
Net gain (loss) on translation of foreign operations 215,058 (93,587)
Income tax benefit 104 20,255
215,162 (73,332)
Other comprehensive income (loss) for the period, net of tax 221,027 (70,994)
Total comprehensive income (loss) for the period, net of tax 266,692 (37,617)
Attributable to:
Owners of the parent 255,880 (48,896)
Non-controlling interests 10,812 11,279
266,692 (37,617)
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For the six months ended

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

Depreciation
Intangibles amortization
Other amortization
Impairment loss
Interest income
Interest expense
Non-cash foreign exchange gain (loss)
Share-based payment expense (contra-expense)
Other non-cash items
Income tax paid
Cash flows before changes in operating assets and liabilities
Changes in operating assets and liabilities:
Inventories
Trade and other receivables
Current financial assets
Accounts payable
Accrued expenses
Advance payments from customers
Employee compensation
Taxes other than income taxes
Other assets and liabilities
Net cash flows from operating activities

Investing activities
Purchases of intangible assets

Purchases of systems, equipment and other assets related to contracts

Medstroms Invest AB put right payment
Investment in government securities

Other investments

Acquisitions

Acquisitions - cash acquired

Purchases of property, plant and equipment
Interest received

Realized gain on net investment hedge
Toto Carovigno S.p.A. advance and escrow refund
Loans receivable, net of repayments

Other

Net cash flows used in investing activities

Financing activities

Dividends paid

Interest paid

Dividends paid - non-controlling interests

Principal payments on long-term debt

Proceeds from issuance of long-term debt

Net proceeds from (repayment of) short-term borrowings
Capital increase - non-controlling interests

Other

Net cash flows used in financing activities

Net decrease in cash and cash equivalents

Effect of exchange rate changes on cash

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

June 30
Notes 2010 2009
160,235 181,962
22 118,156 120,134
23 46,759 48,488
23 - (100)
16 2,148 57
(1,513) (1,812)
25 83,781 78,130
24 (17,051) 555
28 2,031 (2,119)
(2,984) 2,434
(13,558) (56,045)
378,004 371,684
(10,383) (6,333)
149,554 97,414
9,275 4,194
(110,707) (102,208)
9,655 (1,683)
(6,500) (14,333)
(16,098) 1,648
6,854 (7,493)
(3,971) (157)
405,683 342,733
(526,969) (9,539)
(121,218) (82,056)
31 (20,415) -
(18,537) -
(9,761) (3,597)
6 (8,269) (20,500)
6 9 31
(5,651) (10,605)
1,392 1,751
7,912 -
- 4,621
- (2,315)
1,730 (4,409)
(699,777) (126,618)
(124,815) (100,940)
(106,270) (105,868)
(45,638) (43,560)
(2,007) (52,529)
6,280 78,743
24,837 (36,506)
187,200 -
(6,039) (236)
(66,452) (260,896)
(360,546) (44,781)
444 1,570
469,335 109,274
15 109,233 66,063
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For the six months ended June 30, 2010

(thousands of euros)

Balance at January 1, 2010
Net income for the period
Other comprehensive income
Total comprehensive income
Dividend distribution
Appropriation of 2009 income in accordance with Italian law

Share-based payment (Note 28)

Shares issued under stock award plans

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

Purchase of non-controlling interest
Capital increase

Dividend distribution

Expiration of share buy-back program

Other movements in equity

Balance at June 30, 2010

Attributable to owners of the parent

LQTTOMAIICA

— GROUP ———

First Half 2010 Report

(GO0. 74

Other
Issued Share Treasury Retained Reserves Non-Controlling Total
Capital Premium Shares Earnings (Note 17) Total Interests Equity
172,015 1,404,252 (63,502) 66,807 258,162 1,837,734 59,073 1,896,807
- - - 64,292 - 64,292 22,711 87,003
- - - 374,660 374,660 - 374,660
- - - 64,292 374,660 438,952 22,711 461,663
per s-har e)3,637) - (121,178) - (124,815) - (124,815)
- - - (3,946) 3,946 - -
- - - 2,031 2,031 - 2,031
- - 1,807 (1,807) - -
- - - (209) - (209) - (209)
- - - (3,078) (3,078) - (3,078)
- - - - - 187,200 187,200
- - - - - (45,638) (45,638)
- 307,266 - (307,266) - -
- 200 - (304) - (104) - (104)
172,015 1,708,081 (61,695) 5,462 326,648 2,150,511 223,346 2,373,857
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Attributable to owners of the parent

LQTTOMAIICA

— GROUP ———

First Half 2010 Report

Other

Issued Share Treasury Retained Reserves Non-Controlling Total
(thousands of euros) Capital Premium Shares Earnings (Note 17) Total Interests Equity
Balance at January 1, 2009 152,287 1,139,071 (73,184) 95,647 295,174 1,608,995 58,428 1,667,423
Net income for the period - - 93,995 93,995 25,191 119,186
Other comprehensive income - - - (21,992) (21,992) - (21,992)
Total comprehensive income (loss) - - 93,995 (21,992) 72,003 25,191 97,194
Dividend distribution (U0.68 per s-hare) - (100,940) (100,940) - (100,940)
Appropriation of 2008 income in accordance with Italian law - - 77) 77 - -
Share-based payment (Note 28) - - - (2,119) (2,119) - (2,119)
Shares issued under stock award plans - 7,220 - (7,220) - -
Change in fair value of put/call option arising from business
combination - - (783) (783) - (783)
Dividend distribution - - - - (43,560) (43,560)
Balance at June 30, 2009 152,287 1,139,071 (65,964) 87,842 263,920 1,577,156 40,059 1,617,215
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1. Corporate information

Lottomatica Group S.p.As 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 techrsalbgipns worldwideln these
notes, the termilLottomatica refers to Lottomatica Group S.p.A., the parent entity, and its subsidiaries excluding

GTECH; the term AGTECHO refers to GTECH Cofirweo, rroa tfioounr ,aon d

and 1 u s olLottoreaficaand atl subsidiaries included in the consolidated financial statements.

We operate in the publicly regulated gaming market consisting of online, instant and traditional lotteries, sports pools,

fixed-odds and parmutuel betthg, machine gaming and interactive gami@gr principal activities are described in
Note7.

Lottomatica is goint stockcompanyincorporated and domiciled in the Republic of Italpd itsregistered office is
locatedat Viale del Campo BoaricRome,ltaly. Lottomatica is majority owned by the De Agostini Group, a century

old publishing, media, and financial services company and is publicly traded on the Stock Exchange of Milan under

the trading symbol AiLTOO. L ot t roDupositorg Receiptd ADR)gpro@amdistesl o r e d
on the United States over the counter mar ket under h

Theinterim consolida¢d financial statements for the sitonthsendedJune 302010were approved for issuance in
accordance with asolution of the Board of Directoos July 29 2010.

2. Basis of preparation

The interim consolidated financial statements for the tAngkesixmonths endedune 302010 have been prepared in
accordance witlnternational Accounting Standa8d Interim Financial Reporting As such, they do not include all

t

the information and disclosures required in the annual financial statements, and should be read in conjunction with
the Groupds annual financial statements as of December 3

Theinterim consolidated financial statememi® presented ieurcs and all values are rounded to the nearest
thousand (U000) (except share and per sharaadsikat a)
months endedune 302010 is unaudited arfdr the year ended December 31, 2009 is audited.

The interim consolidated financial statementsJiane 302010 are consistent with the December 31, 2009
presentation.

Format of theconsolidatediinancial statements
The Group presents current and foomrent assets, and current and twoinrent liabilities as separate classifications
in its interim consolidated statements of financial position.

Theinterimconsolidated income statements are presented using a classification based on the naturesf expens

unl

rather than based on their function of expense, as management believes this presentation provides information that is

more relevant.

Theinterim 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 separateerimincome statement aridterim consolidated statement of comprehensive income.

Theinterim consolidated stements 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 consolidated financial statements are consistent with

those followed in the preparatimf theGrougd s annual financial statemeBfts for the
except for the adoption of new and amentigdrnational Accounting Standards Board (IASB) and International

Financial Reporting Interpretations Committee (IFRBIandardsind Interpretations as of January 1, 2010 noted

below. Adoption of these Standards and Interpretations did not have a material effect on the financial position or

performance of the Group.

IFRS 2 ShareBased Payment: Group CasBettled ShareBased PaymenTransactions(Revised)
The Revised IFRS 2 clarifies the scope and the accounting for grougeatield sharbased payment transactions.

IFRS 3 Business Combinations (Revisealld IAS 27Consolidated and Separate Financial Stateme(®evised)

The Revwsed IFRS 3ntroduces significant changes in the accounting for business combinations occurring after July
1, 2009. The changes affect the valuation of-aontrolling interests, the accounting for transaction costs, the initial
recognition and subsequeneasurement 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 Revis&127 requires that a change in the ownership interest of a

subsidiary (without loss of control) is accounted for as a transaction with owners in their capacity as owners.
Therefore, such transactions will no longer give rise to goodwill, nor will they gigdaia 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
tramsactionawith non-controlling interests.

IAS 39 Financial Instruments: Recognition and Measuremei€ligible Hedged Items

The amendment to IAS 39 clarifies that an entity is permitted to designate a portion of the fair value changes or cash
flow variability of a financial 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 for Sale and Discontinued Operations

The amendment to IFRS(Eesulting fromimprovements to IFRSssued in May 20083larifiesthat 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 wilimetaoncontrolling interest after the sale.

Improvements to IFRSs issued in April 2009
In April 2009 the IASB issued an omnibus of amendments to twelve of its standards, primarily with a view of
removing inconsistencies and clarifying wording. Hfiect of each standard is described below.

0 IFRS 2 ShareBased Paymerit This amendment confirms that contributions of a business on the formation of a
joint venture and common control transactions are excluded from the scope of IFRS 2.

0 IFRS 5 Non-current Assets Held for Sale and Discontinued Operatian¥his amendmentlarifies that the
disclosures required in respect of rrurrent assets and disposal groups classified as helddarrs
discontinued operations apaly those set out in IFRS Bhe dsclosure requirements of other IFRSs only apply
if specifically required for such necurrent assets or discontirti@perations

0 IFRS 8 Operating SegmentsThis amendment clarifies that segment assets and liabilities need only be reported
when those asteand liabilities are included in measures that are used by the chief operating decision maker.
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NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

3. Significant accounting policiegcontinued)

T

IAS 1 Presentation of Financial StatementsThis amendment clarifies that the potential settlement of a
liability by the issue of equity is not relevant to its classification as current erunoamt.

IAS 7 Statement of Cash FlowisThis amendment explicitly states that only expenditures that result in
recognizing an asset in the statement of financialipositan be classified as a cash flow from investing
activities.

IAS 17 Lease$ This amendment clarifies that when a lease includes both land and building elements, an entity
assesses the classification of each element as a fioanperating lease separately.

IAS 18 Revenué This amendment provides additional 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 fgoroviding the goods or service
Has inventory risk

Has discretion in establishing prices

Bears the credit risk

IAS 36 Impairment of Asseté This amendment clarifies that the largest unit permitted for allocating goodwill
acquired in a business combinatierthe operating segment as defined in IFRS 8 before aggregation for
reporting purposes.

IAS 38 Intangible Asset$ Two amendments to IAS 38 clarifie accounting for intangible assets acquired in a
business combination and the description of valuagohniques commonly used when measuring the fair value
of intangible assets acquired in a business combination that are not traded in active markets.

IAS 39 Financial Instruments: Recognition and MeasuremehiT his amendment clarifies the type of forward
contracts the guidance applies to and provides additional guidance regarding embedded prepayment penalties
and hedging transactions.

IFRIC 9 Reassessment of Embedded Derivativekhis amendment clarifies that the scope of IFRIC 9 excludes
contracts wittembedded derivatives acquired in a combination between entities under common control or in the
formation of a joint venture.

IFRIC 16 Hedges of a Net Investment in a Foreign Operatiofihis amendment removes the restriction on the
entity that can holthedging instruments.

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

The preparatiomf t he Groupds consolidated financial statements r
and assumptions that affect the reported amounts of revenues, expenses, assets, liabilities, and the disclosure of

contingent liabilities, at the reportingpod. 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

I n the process of ouatingppoligiesnmanagement has nadephé ®llowirg gudgment, apart

from those involving estimations, that has the most significant effect on the amounts recognized in the consolidated
financial statements:

Finance and operating éasecommitmens

The Grop leases the GTECH world headquarters facility (land and building) in Providence, Rhode Island, USA.
The Group determineithat thepresent value of the future minimum lease paymfamtthe buildingamounts to
substantiallyallof he f air val ue podibnaftthe bujdintarad theréfare aGounts fprdtssportion

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 forasoperating lease.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertaimgpattingdate that
have a significant risk of causing a material adjustment to the carrying amounts oéaddgghilities within the
next finarcial year are discussed below.

Impairment of 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 or changes in circumstances indicate that the canvging may not be recoverablghis requires

management to make an estimate ofekgecteduture cash flows from the assets and also to choose a suitable
discount rate in order to calculate thegnt value of those cash flowBhe carrying amount afystems, equipment

and other assets related to contratthune 302010andDecember 31, 200@asu893.8million a n & 74.®million,
respectivelyFurther details are provided Mote 8.

Impairment of Goodwill

The Group determines whether goodwill is impdiet least on an annual badikis requires an estimation of the
Aval ueor niiaien v al udthd castgeneratingsuhits to tith thesgoddwilbis allocated.
Estimating a glue in user fair value less costs to salnount requires management to make an estimate of the
expected future cash flows from the cagg@nerating unit and also to choose a suitable discount rate in order to
calculate the prest value of those caslofiis. The carrying amount of goodwill dune 302010andDecember 31,
2009was3.4 billion a n .0 hillion, respectively. Further details are providedNote 10.

Impairment of Intangible Assets

The Group determines whether intangible assets witHimteuseful lives are impaired at least on an annual basis.
This requires management to make an estimate ebecteduture cash flows from the assets and also to choose a
suitablediscount rate in order to calculate the preasvalue of those cadlows. The carrying amount ahtangible
assetatJune 302010andDecember 31, 2@wasul.8 Lllion a n @22.9million, respectivelyFurther details are
providedin Note 11.
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4. Significant accounting judgments, estimates and assumptiofontinued)

Sharebased payment transactions

The Group measures the cost of eqgitytled transactions with employees by reference to the fair value of the equity
instruments on the date they are granted. Estimating fair value fortsdmad payment tngactions requires

determining 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 firtimng of
taxable income. Given the wide range of internaldusiness relationships and the kiegn natureand complexity
of existing contractual agreements, differences arising between the actual resultsaasdniigions made, or future
changes to such assumptions, could necessitate future adjustmarableincomeandincome taxexpense already
recorded. The Group establishes provisions, based on reasonable estimates, forcpossipleences of audits by
the tax authorities of the respective caigs in which it operates. The amountsofchprovisions is based on various
factors, such as experience of previous tax audits and diffietengretations of tax regulations by the taxable entity
and the responsible tax authority. Such differencéstefpretation may arise on a wide variety afues depending

on the conditions prevailing in the respecti®up company's domicile.

Deferred tax assets are recognized for all unused tax losses to the extent that it is probable thattanabl# be
available against which the losses carulilized.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 futuiecameble
together with future tax planning strategies. The carrying vafluecognized tax lossesmdunrecognized tax losses
atJune 302010 and December 320M® wasi78.9million andi 2 3millibn, respectively.

Fair value measurement of contingent consideration

Contingent consideratiarsulting from business combinatiosssalued at fair value at the acquisition datpad of
the business combination. Where the contingent consideration meets the definition of a derivative financial
liability, it is subsequently remeasured to fair value at each reportingldheteletermination ahe fair value is
based on discounted cash flows. The key assumptions take into consideration the probaisktjnof each
performance target and the discount factor.

5. International Financial Reporting Standards issued but notet effective

Thenew, amendednd revised Standardsdlnterpretationshat were issued by the IASB and IFRIC but not yet
effective up to the date idsuance@ f t he Groupds financi al statements are de

IFRS 9 Financial Instruments

IFRS 9was issued in November 2009 and becomes effective for annual periods beginning on or after January 1,

20133 The standard is the first stHnancial mstrunieets: ReAo§i6nsandpr oj ect t
Measuremenand introduces new reqemments for classifying and measuring financial assets. The IASB intends to

expand the standard during 2010 to add new requirements for classifying and measuring financial liabilities,

derecognition of financial instruments, impairment and hedge accouftiegsroup is evaluating the impact the

standard will have on the consolidated financial statements when adopted on January 1, 2013.
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5. International Financial Reporting Standards issued but not yet effective (continued)

IAS 24 Related Party Disclosuse(Revised)

The Revised IAS 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 relatedcfaitying its intended meaning and
eliminating irconsistencies from the definiti@nd provides partial exemption ém the disclosure requirements for
governmentelated entities. The Group is evaluating the impact the standard will have on the consolidated financial
statements when adopted on Janudar3011.

Improvements to IFRSs issued in May 2010

In May 2010 the IASB issued an omnibus of amendments to its standards, primarily with a view of removing
inconsistencies and clarifying wording. There are separate transitional provisions for each stahdaedeffective

for periods starting after the date of these financial statements and therefore have yet to be adopted by the Group as
described below. The Group anticipates that these changes will not have a material effect on the consolidated
financial statements when adopted.

U IFRS 1 First-time Adoption of International Financial Reporting StandardsThis amendment becomes
effective for annual periods beginning or after January 1, 2011 kides not apply to the Group.

U IFRS 3 Business Combinatios(Revised) Thisamendment becomes effective for annual periods beginning on
or after July 1, 2010 and clarifies the measurement mdtratbn-controlling interestsspecifieshow to
measure unreplaceuhd voluntary replaced shabased payment awardmd clarifies the transitional
requirements for contingent consideration from a business combination that occurred before the July 1, 2009
effective date of IFRS 3.

U IFRS 7 Financial Instruments: Disclosures This amendment becomes effective for annual periods beginning
on or after January 1, 2011 aechphasizes the interaction between quantitative and qualitative disclosures and
the nature and extent of risks associated with financial instruments

U IAS 1 Presatation of Financial Statements This amendment becomes effective for annual periods beginning
on or after January 1, 2011 and clarifies that an entity may present the analysis of other comprehensive income
by item either in the statement of changes itgcpr in the notes to the financial statements.

U 1AS 27 Consolidated and Separate Financial Statements (Revisétljs amendment becomes effective for
annual periods beginning on or after July 1, 2840 clarifies the transitional requirements for ¢basequential
amendments made to other standards as a result of IAS 27.

U IAS 34 Interim Financial Reporting- This amendment becomes effective for annual periods beginning on or
after January 1, 2011 and clarifies the disclosures required foficimt events and transactioasd financial
instruments and their fair values.

0 IFRIC 13 Customer Loyalty ProgrammesThis amendment becomes effective for annual periods beginning on
or after January 1, 2011 and clarifies the accounting for the fair valweaofl @redits.
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5. International Financial Reporting Standards issued but not yet effective (continued)

IFRIC 14 Prepayments of a Minimum Funding Requirement

The amendment to IFRIC 14 was issued in November 2009 and becomes effective for annuabegnadsy on or

after January 1, 2011. The amendment applies to pension accounting in the limited circumstances when an entity is
subject to minimum funding requirements and makes an early payment of contributions to cover those requirements.
The amendmenrdermits 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 1, 2011.

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

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 termsaatafiliability are

renegotiated and result in the entity issuing equity instruments to a creditor of the entity to extinguish all or part of the
financial liability. The adoption of this interpretation is not expected to have a material impact omttoéefi

position or performance of the Group when adopted on January 1, 2011.

6. Business combinations

TheGroup s busi ness c durgithe firdsix momthseot20lipwhichtogecurred in the Italian
Operations segmeris summarized afllows:

(thousands of euros) Labet Other Total
Cash purchase price 23,493 8,700 32,193
Cash acquisition costs 144 170 314
Total cash acquisition cost 23,637 8,870 32,507
Payable to acquired companies 1,368 8,720 10,088
Total non-cash acquisition cost 1,368 8,720 10,088
Total acquisition cost 25,005 17,590 42,595
Total cash acquisition cost 23,637 8,870 32,507
Cash cost paid in 2008 (1,180) (60) (1,240)
Cash cost paid in 2009 (19,147) (3,851) (22,998)
Cash cost paid in 2010 3,310 4,959 8,269
Net cash acquired - (9) (9)
Net cash outflow in 2010 3,310 4,950 8,260

Business combination activity the Italian Operations segmertinsists oftrategidnvestments to exploit growth
opportunities in the Sports Bettimgpd Machine Gaming markeiBhe aim is to acquire ditional sports betting
rightsor to increase our directiynanaged gaming machine bgasmusement with prize machines).
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6. Business combinationgcontinued)

Other

Other acquisitions during 2010 primarily relate to the June 15, 2010 acquisiti®0%f of the shares @foin Net
S . r Cdin.NefY,)&n Italian entity that owns and operates amusement with prizanmaac

Acquisitions in 2009

The Groupds busi ness ¢ o mdiximanths of 2009which occumred tnyhe lthitlar i ng t he
Operations segmerig summarized as follows:

Europa

(thousands of euros) Labet Gestione Other Total
Cash purchase price 15,075 - 6,380 21,455
Cash acquisition costs 144 149 622 915

Total cash acquistion cost 15,219 149 7,002 22,370
Payable to acquired companies 9,836 14,633 1,893 26,362
Receivable from acquired companies - - 211 211

Total non-cash acquisition cost 9,836 14,633 2,104 26,573
Total acquisition cost 25,055 14,782 9,106 48,943
Cash acquisition cost 15,219 149 7,002 22,370
Cash acquisition cost paid in 2008 (1,324) (134) (412) (1,870)
Cash acquisition cost paid in 2009 13,895 15 6,590 20,500
Net cash acquired - - (31) (31)

Net cash outflow 13,895 15 6,559 20,469
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6. Business combinationgcontinued)

Labet

On June 25, 2009, Lottomatica acquired 100% of the shares of Labet, an Italian entity that is engaged in the sports

betting business or a c¢as h p2BKwoilioa.siee pyrahase aecounting far Labet was finalized in

December 2009The following table summarizésh e f i nal fair values of Labetds ass
assumed at the date of the acquisition (in thodsaf euros):

Fair Carrying
Value Value

Identifiable assets and liabilities on the date of acquisition
Systems, equipment and other assets relating to contracts, net 284 284
Goodwill - 22,707
Intangible assets, net 9,912 2,601
Other non-current assets 37 37
Current assets 618 618

Total assets acquired 10,851 26,247
Deferred income taxes 2,446 -
Other current liabilities 1,435 1,435

Total liabilities assumed 3,881 1,435
Fair value of net assets acquired 6,970 24,812
Goodwill arising on acquisition 18,035

Total acquisition cost 25,005
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6. Business combinationgcontinued)
Europa Gestione
On June 4, 2009,ottomatica acquired 100% of the share&afopa Gestione, an Italian entthat owns and
operate amusement with prize machin&ge purchase accounting for Europa Gestione was finaliziihy 2010.

The following table summarizes the final fair values of
the date 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 1,334 1,334
Intangible assets, net 5,924 -
Current assets 88 88

Total assets acquired 7,346 1,422
Deferred income taxes 1,888 -
Other non-current liabilities 14 14
Other current liabilities 13 13

Total liabilities assumed 1,915 27
Fair value of net assets acquired 5,431 1,395
Goodwill arising on acquisition 9,351

Total acquisition cost 14,782
Other
Other acquisitions during 2009 primarily relate to the January 7, 2009 acquisifio0%f of the shares of Topolino
S.r .| . (, anTtalignceemtity that owns and operates amusement with prize machinesasbr @chase price
of 043.5 million. T Aapolipowas dirfalzed @Jarmuarc2010.nt i ng f or
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7. Operating segment information

For management pur posgrentsrdoiganizedand magnadpged sapgraety accardmgyto the
nature othe products and services provided, with each segment representing a strategic busihbssGiatip is
comprised of the following four reportable operating segments

e The Italian Operations segment operates and provides a full range of gaming services, including online, instant and
traditional lotteries, scratch and win, sports bettimgchinegaming,interactive skill gameand norlottery
commercial transactions.

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

e The Gaming Solutions segment operates and provides solutions, products and serungesoratio lottery
t er miVhTad andassociatedystems for the government sponsored market and video and traditional
mechanical reel slot machines and systems for the commercial gaming markets.

e The GTECH G2 segmeptovides digitallydistributed, nalti-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 transactioprocessin@nd information systems for the speuttting market.

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

Management monitors the operating results of its operating segments separatelydgpdke pf making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on operating
income.

Prior to the first quarter of 2010, certain corporate overhead costpresented withinite GTECH Lottery

segmat. These costare now presented as a reconciling iteesause thegre notattributable taanyonereportable
segmentPrior period amounts have been reclassified to conform to the current year presentation.
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7. Operating segment information (contined)
The following tables present revenue and operatiogme (loss) nf or mati on r egeportabeng t he Gr ol

operatingsegmentgor thethreeand sixmonthsendedJune 302010 and 20®, respectively. Prior period amounts
have been reclassified tonform to the current year presentation.

For the three months ended June 30, 2010

Total Intersegment  Third-party Operating
(thousands of euros) revenue revenue revenue income/(loss)
Operating Segments
Italian Operations 290,697 - 290,697 100,136
GTECH Lottery 229,838 - 229,838 36,655
Gaming Solutions 36,445 - 36,445 (4,221)
GTECH G2 18,358 (894) 17,464 (1,887)
575,338 (894) 574,444 130,683
Eliminations (894) 894 - -
Corporate overhead - - - (1,894)
Purchase accountir(g) 75 - 75 (18,391)
574,519 - 574,519 110,398
For the three months ended June 30, 2009
Total Intersegment  Third-party Operating
(thousands of euros) revenue revenue revenue income/(loss)
Operating Segments
Italian Operations 276,024 - 276,024 100,341
GTECH Lottery 190,798 - 190,798 35,155
Gaming Solutions 33,332 - 33,332 (3,712)
GTECH G2 17,092 (920) 16,172 (1,561)
517,246 (920) 516,326 130,223
Eliminations (920) 920 - -
Corporate overhead - - (2,420)
Purchase accountir(g) 77 - 77 (21,701)
516,403 - 516,403 106,102

(a) Principally epresents thdepreciationamortizationand impairmenof acquired tangible and intangible assets in
connection with the August 2006 acquisition of GTECH by Lottomatica.
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7. Operating segment information (continued)

For the six months ended June 30, 2010

Total Intersegment  Third-party Operating
(thousands of euros) revenue revenue revenue income/(loss)
Operating Segments
Italian Operations 591,869 - 591,869 212,549
GTECH Lottery 422,636 - 422,636 65,717
Gaming Solutions 69,675 - 69,675 (6,279)
GTECH G2 36,733 (1,893) 34,840 (2,685)
1,120,913 (1,893) 1,119,020 269,302
Eliminations (1,893) 1,893 - -
Corporate overhead - - - (4,629)
Purchase accountir(g) 147 - 147 (36,185)
1,119,167 - 1,119,167 228,488
For the six months ended June 30, 2009
Total Intersegment  Third-party Operating
(thousands of euros) revenue revenue revenue income/(loss)
Operating Segments
Italian Operations 595,253 - 595,253 248,908
GTECH Lottery 405,700 - 405,700 75,000
Gaming Solutions 64,731 - 64,731 (7,847)
GTECH G2 34,488 (1,694) 32,794 (2,129)
1,100,172 (1,694) 1,098,478 313,932
Eliminations (1,694) 1,694 - -
Corporate overhead - - (5,724)
Purchase accountir(@) 172 - 172 (46,909)
1,098,650 - 1,098,650 261,299

(a) Principally represents thdepreciation, amortization and impairment of acquired tangible and intangible assets in
connection with the August 2006 acquisition of GTECH by Lottomatica.
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7. Operating segment information (continued)

The following tables presedepreciation and amtizationi nf or mat i on

segmentgor thethreeand sixmonthsendedJune 302010 and 200, respectively.

(thousands of euros)
Operating Segments
Italian Operations

GTECH Lottery
Gaming Solutions
GTECH G2

Corporate overhead
Purchase accountir(@)

(thousands of euros)
Operating Segments
ltalian Operations

GTECH Lottery
Gaming Solutions
GTECH G2

Corporate overhead
Purchase accountir(g)

For the three months ended June 30, 2010

Depreciation ~ Amortization Impairment
16,367 7,703 -
35,239 677 -

4,036 1,287 2,148
761 1,492 -
56,403 11,159 2,148
18 - -
4,555 13,871 -
60,976 25,030 2,148

For the three months ended June 30, 2009

Depreciation  Amortization Impairment
14,678 4,725 57
34,272 834 -

4,037 1,269 -
682 1,892 -
53,669 8,720 57
7 - -
6,750 14,991 -
60,426 23,711 57

regarding the

(a) Represents thdepreciation andmortizationof acquired tangible and intangildssets in connection with the

August 2006 acquisition of GTECH by Lottomatica.
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7. Operating segment information (continued)

(thousands of euros)
Operating Segments
Italian Operations
GTECH Lottery
Gaming Solutions

GTECH G2

Corporate overhead
Purchase accountir(@)

(thousands of euros)
Operating Segments
[talian Operations

GTECH Lottery
Gaming Solutions
GTECH G2

Corporate overhead
Purchase accountir(g)

For the six months ended June 30, 2010

Depreciation  Amortization Impairment
31,598 13,887
67,605 1,295 -
7,643 2,536 2,148
1,512 2,541 -
108,358 20,259 2,148
28 -
9,770 26,500 -
118,156 46,759 2,148

For the six months ended June 30, 2009

Depreciation  Amortization Impairment
28,052 9,164 57
68,479 1,716

8,386 2,831

1,265 3,787
106,182 17,498 57

14 -
13,938 30,890 -
120,134 48,388 57

(a) Represents theéepreciation andmortizationof acquired tangible and intangible assetsannection with the

August 2006 acquisition of GTECH by Lottomatica.
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8. Systems, equipment and other assets related to contracts, net

Land and Terminals  Furniture and  Contracts
(thousands of euros) Buildings and Systems  Equipment in Progress Total
Net book value
Balance at January 1, 2010 19,197 614,430 49,936 90,995 774,558
Acquisitions - 585 53 - 638
Additions 7,595 34,836 4,867 81,808 129,106
Depreciation (Note 22) (2,757) (101,028) (7,501) - (111,286)
Disposals (491) (2,781) (706) (55) (4,033)
Foreign currency translation 63 90,688 3,645 10,360 104,756
Transfers - 112,143 1,673 (113,804) 12
Other (D 4 31 (17) 17
Balance at June 30, 2010 23,606 748,877 51,998 69,287 893,768
Balance at January 1, 2010
Cost 39,746 1,368,519 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 June 30, 2010
Cost 46,819 1,673,266 103,211 69,287 1,892,583
Accumulated depreciation (23,213) (924,389) (51,213) - (998,815)
Net book value 23,606 748,877 51,998 69,287 893,768
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9. Property, plant and equipment, net

Land and Furniture and  Construction

(thousands of euros) Buildings Equipment in Progress Total

Net book value

Balance at January 1, 2010 29,481 58,596 445 88,522
Additions 2 5,219 430 5,651
Depreciation (Note 22) (831) (6,039) - (6,870)
Disposals (32) (237) - (269)
Foreign currency translation 4,628 9,597 77 14,302
Transfers - 352 (364) (12)
Balance at June 30, 2010 33,248 67,488 588 101,324

Balance at January 1, 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 June 30, 2010

Cost 41,150 107,025 588 148,763
Accumulated depreciation (7,902) (39,537) - (47,439)
Net book value 33,248 67,488 588 101,324
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10. Goodwill
June 30, December 31,
(thousands of euros) 2010 2009
Balance at beginning of period 3,006,783 3,074,571
Acquisitions:
Coin Net 7,216 -
Labet - 18,035
Europa Gestione - 13,387
Other 708 7,835
7,924 39,257
Adjustments:
Foreign currency translation 380,536 (67,141)
Subsequent changes in fair value of contingent liabilities 1,690 (8,341)
Revisions to fair value of other assets and liabilities acquired (5,551) (4,668)
Revisions to fair value of Atronic assets and liabilities acquired - (3,046)
Impairment loss - (23,849)
376,675 (107,045)
Balance at end of period 3,391,382 3,006,783
Balance at beginning of period
Cost 3,079,349 3,123,288
Accumulated impairment loss (72,566) (48,717)
3,006,783 3,074,571
Balance at end of period
Cost 3,466,059 3,079,349
Accumulated impairment loss (74,677) (72,566)
3,391,382 3,006,783

Goodwill of 7.9 million arising from acquisitions during 2010 primarily relates taGbi Netacquisition which
occurred onJunel5, 2010.G o o d wi 39.Bmillioh ariging from acquisitions during 2009 primarily relates to the
Labet and Europa Gestione acquisitions which occurred on June 25, 2009 and June 4, 2009, respectively

Subsequent changes in fair value of contingent liabilities during thaifirstonths of 2010 primarily resulted from
changes in estimated put/call payments related to the Boss Media AB acquizitimiwill related tahis acquisition
was finalized in April 2010 when the put right payment was m8de.Note31 for further details

Subsequent changes in fair value of contingent liabilitiegng 2009 primarily resulted from changes in estimated

contingent consideration related to fiasoft Limited( A F i nandSt Enadpc Holdings Limited A St . Enodoc 0)
acquisitions along with changes in estimated put/call payments related to the Bossdgeidion.Goodwill

related to the Finsoft and St. Enodmmjuisitiors isprovisional as the costs of $@acquisitions include contingent
consideratiorandput/cal paymentsrespectivelySee Note31 for further details
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10. Goodwill (continued)
Revisions to fair value of other assets and liabilities acquiuethg 2.0 primarily resulted from the finalization of
the Labet and Europa Gestioperchase accoumty, which occurred durinilay 2010 Revisions to fair value of
other assets and liabilities acquiiaring 2009 primarily resulted from the finalization of the Royal Gold S.r.1.

(ARoyal Gol do) purchase accounting, which occurred durin

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

The Group reviews goodwill for impairment annually, during its fourth quarter endifi@ecember 31, or more

frequently if events or changes in circumstances indicate that the carrying value may be impanedere no

events or changes in circumstances that required a goodwill impairment review during giverficstths of 2010.

Thed23.8 million i mpairment | oss recorded during 2009 rel
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11. Intangible assets, net

(thousands of euros)

Balance at beginning of period

Intangible assets acquired during the period:
Purchase business combination related:
Sports betting rights and horse racing betting rights
Customer contracts
Other

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 of period
Cost
Accumulated amortization

June 30, December 31,
2010 2009

822,886 847,281

1,849 -

- 15,767

71 -

1,920 15,767
881,812 88,092
4,928 9,271
149 1,963

787 3,449
887,676 102,775
889,596 118,542
7,268 15,034
99,191 (13,632)
- (49,817)
(46,759) (94,522)
1,772,182 822,886
1,121,489 1,074,762
(298,603) (227,481)
822,886 847,281
2,161,502 1,121,489
(389,320) (298,603)
1,772,182 822,886
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11. Intangible assets, net (continued)
Purchase business combination related intangible assets in 2010 principally resulted from the Prima srl acquisition.
The intangible assets are provisional because they are based on preliminary estimates and assumptions. Revisions to
the fair values, whiclmay be significant, will be recorded when the Group receives final information, including
appraisals and other analyses, but not later Joae 7, 2011or this acquisition.
Other intangible assets acquired in 2010 principally relatieetdtalian Screch and Win license and the final 5036
10,761 VLT rightsinltalyl n June 2010, <capital contributions of 0187. 2

the Scratch and Win concession.

Revisions to fair value of assets and liabilities acquired i pdiinarily resulted from the finalization of the Europa
Gestiongpurchase accounting, which occurred dutitay 2010. See Not#0 for additional information.

Purchase business combination related intangible ass#@€9 principally resulted from theabetacquisition the
purchase accounting for which was finalizediecember 2009

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

Revisiongo fair value of assets and liabilities acquine@009primarily resulted from the finalization of the Atronic

andRoyal Gold purchase accounting, which occurred during January 2009 and Septembersp@@tively. See
Note 10 for additional information
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12. Other assets (norcurrent and current)

June 30, December 31,
(thousands of euros) 2010 2009
Other non-current assets
Long-term deferred asset 8,647 6,978
Long-term customer receivables 5,095 6,517
Deposits 4,023 3,470
Long-term prepaid expenses 3,643 3,075
Sales-type lease receivables 962 1,113
Other 2,476 1,539
24,846 22,692
June 30, December 31,
(thousands of euros) 2010 2009
Other current assets
Value-added tax receivable 23,667 10,188
Prepaid expenses 14,481 10,429
Other receivables 13,927 28,104
Other tax receivables 10,659 9,676
Other 3,678 3,180
66,412 61,577
13. Inventories
June 30, December 31,
(thousands of euros) 2010 2009
Raw materials 16,698 25,374
Work in progress 80,969 48,665
Finished goods 61,502 60,041
159,169 134,080
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14. Trade and other receivables

June 30, December 31,
(thousands of euros) 2010 2009
Trade receivables 530,679 577,504
Receivables from intermediaries 181,894 275,794
Related party receivables (Note 29) 7,644 2,647
Sales-type lease receivables 741 666
Allowance for doubtful accounts (including related party) (64,672) (64,808)
656,286 791,803

Receivables from intermediaries represent amounts due from tobacconists, bars, petrol stations, hewspaper stands and
motorway restaurants italy wherebyl.ottomatica provides thirgarty processing services related to their
commercial services network. dde receivables and receivables from intermediaries arentevast bearing.

15. Consolidated net financial position

June 30, December 31,
(thousands of euros) 2010 2009
Cash on hand 620 453
Cash at bank 108,613 468,882
Cash and cash equivalents 109,233 469,335
Current financial receivables 43,757 4,613
GTECH Senior Credit Facilities 60,634 -
Short-term borrowings 32,508 5,079
Swap Liability 29,931 29,924
Capital Securities 15,426 46,618
Boss Media contingent liability - 17,521
Other 51,246 33,008
Current financial debt 189,745 132,150
Net current financial debt (cash) 36,755 (341,798)
GTECH Senior Credit Facilities 1,289,542 1,145,100
5.375% Notes due 2016 748,697 740,821
Capital Securities 734,508 733,180
Interest rate swaps 62,950 53,094
Swap Liability 42,743 56,391
Other 41,678 35,721
Non current financial debt 2,920,118 2,764,307
Net financial position 2,956,873 2,422,509
Total indebtedness included in net financial position 2,921,675 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 fotsalerthe direction of management, the

property is being activelgnarketed for sale at a price that is reasonable given changes in market conditions. The
major classes of assets held for sale are as follows:

June 30, December 31,

(thousands of euros) 2010 2009
Building 3,096 3,957
Land 2,794 3,499
5,890 7,456
Foreign currency translation 886 (179)
Asset impairment loss (2,148) (1,387)
Non-current assets classified as held for sale 4,628 5,890

During the fourth quarter of 200theGr oup recorded an i mpa(uiuOedtmiclhlairgr mdét 0d
benefit)on the remeasurement to fair value lessts to sell for this propertin June2010, the Group entered into a

nonbinding letter of intent with respect to the saléhefproperty and recorded an additional impairment charge of

2. 1 (i3 rhillioo met of tax benefit).
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17. Other reserves

Other reserves dune 302010 consist of the following:

Stock
Option Net
and Share- Unrealized
Restricter Based  Ex Art Gain/ Treasury
Legal Stock  Payment 2349 (Loss) Translation  Share Other

(thousands of euros) Reserve Reserve Reserve Reserve Reserve Reserve Reserve  Reserve Total
Balance at January 1, 2010 30,457 31,458 20,382 1,834 (32,220) (175,845) 382,096 - 258,162
Fair value of interest rate swaps - - - - (742) - - - (742)
Amortization of gain on interest
rate swap on discontinued cash - - - - (285) - - - (285)
flow hedge
Unr.eco.gnllzed net gain on ) ) ) ) 7,010 ) ) ) 7,010
derivative instruments
Unrecognized net gain on availat

. - - - - 73 - - - 73
for sale investment
Foreign currency translation - - - - - 368,604 - - 368,604
Appropriation pf 2099 income in 3,046 i i i i i i 3,046
accordance with Italian law
Share-based payment - - 2,031 - - - - 2,031
Shares issued under stock awarc i 3705 (3.705) i i ) (1,.807) i (1,807)
plans
Purchase of non-controlling interest - - - - - - - (3,078)  (3,078)
Expiration of share buy-back . 20632 (9,304) ) ) . (318,594) - (307,266)
program
Balance at June 30, 2010 34,403 55,795 9,404 1,834 (26,164) 192,759 61,695 (3,078) 326,648
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17. Other reserves (continued)

Other reserves dune 3020 consist of the following:

Stock
Option Net
and Share- Unrealized
Restrictec Based  ExArt Gain/ Treasury
Legal Stock  Payment 2349 (Loss)  Translation  Share

(thousands of euros) Reserve Reserve Reserve Reserve Reserve Reserve  Reserve Total
Balance at January 1, 2009 30,380 34,066 26,540 1,834 (43,987) (135,755) 382,096 295,174
Fair value of interest rate swaps - - - - 9,378 - - 9,378
Amortization of gain on interest rate
swap on discontinued cash flow hec ) i ’ ’ (285) ’ i (285)
pnrecognlzed net loss on derivative ) i ) ) (1,958) ) i (1,958)
instruments
Unrepognlzed net loss on available ) i ) ) (70) ) i (70)
sale investment
Foreign currency translation - - - - - (29,057) - (29,057)
Appropriation of 2008 income in

) . 77 - - - - - - 77
accordance with Italian law
Share-based payment - - (2,119 - - - - (2,119)
Shares issued under stock award plans - (1,836) (5,384) - - - - (7,220)
Balance at June 30, 2009 30,457 32,230 19,037 1,834 (36,922) (164,812) 382,096 263,920
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18. Debt
June 30, December 31,
(thousands of euros) 2010 2009
Long-term debt, less current portion
GTECH Senior Credit Facilities 1,289,542 1,145,100
5.375% Notes due 2016 748,697 740,821
Capital Securities 734,509 733,180
Other 965 2,889
2,773,713 2,621,990
Short-term borrowings
Short-term borrowings 32,508 5,079
Current portion of long-term debt
GTECH Senior Credit Facilities 60,634 203
5.375% Notes due 2016 23,303 3,147
Capital Securities 15,426 46,618
LTO Revolving Credit Facility 22 22
Other 16,069 17,196
115,454 67,186
Total indebtedness 2,921,675 2,694,255

GTECH Senior Credit Facilities

GTECH is a party to an agreement with a syndicate of financial institutions for senior unseediefacilities (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 Lottomatica, GTECH Holdings
Corporation ("Holding9, GTECH Rhode Island Cogpation ("GTECH Rhode Islandgnd Invest Games S.A.

("Invest Games") (Holdings, GTECRhode Islandnd Invest Games are collectively referred to herein as the "Other
Guarantors").
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18 Debt (continued)

The GTECH Senio€redit Facilities consist of the following facilities (US dollars in thousands):

Amount
Committed amount available borrowed at
December 31, 2009 June 30, 2010 June 30, 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 10,000
Revolver B 250,000 250,000 814 (a)

2,160,000 2,160,000 1,670,814

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

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

2011 180,000
2012 1,480,000
Total 1,660,000

Interest is generally payable three rftnin arrears at rates determined by reference to LIBOR 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 lorgrm debt rating. A facility fee igayable quarterly at a radé 0.24%per annum on the total

available commitment of Revolver A and Revolver®B.June 302010, the effective interest rate on t6d ECH

Senior Credit Facilitiegvas0.95%.

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. Vialtion of these covenants may result in the full principal amount of the GTECH Senior
Credit Facilities becoming immediately payable upon written noticduAé 302010 and December 32009 we

were in compliance with all covenants and restrictions.

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

Notes

I n December 2009, Lottomatica issued 0750 milThe on of gua
Notes are unconditionally and irrevocably guaranteed by GTECH and the Other Guarantors. The Notes, which have

received a rating equaltoaBaa3andaBB Moodyds I nvestors Service Limited a

Service, respectively, aretiésl 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 ctangge 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 time during the term of the Notes will the interest rate be higher tha&¥ 6182%/er than the

initial 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 Notes may be redeemed at any time after January 4th20l58umr, 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 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%f their principal amount plus accrued interest following the occurrence of certain events
specified in the terms and conditions of the Notes.

In December 2009he proceeds of the Notes, net of associated fees and costs, were useddorap&6 ih mi | | i o
senior unsecured term loan facility 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

InMay2 0 0 6, Lottomatica i ssued ddéféri@dblemapltal secorities due Marah B0O66 di nat ed
(the "Capital Securities"). The Capital Securities have a fixed interest rate of 8.25% payable annually through March

31, 2016 and thereafter haveaxiable interest rate of sixonth 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 @baBecurities 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 tender offercloafgge 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 defeeraisbf int

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 ash or equityDuring the first six months of 2010 and the twelve months of 268B.9 millionand

061.9 million, respectively, of interest on the Capital

The terms of the Capital Securities require Lottomatica to authorize thadssoiordinary 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 at least equivalent to the interest payments due duringnigetaigaar

period. As of December 31, 2009, the authorization was i
I nterest payments over the next two years are approxi mat
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18 Debt (continued)

LTO Revolving Credit Facility

I n May 2008, Lottomatica entered into an agreement with
senior unsecured revolving credit facility (the "LTO Revolving Credit Facility"). The LTO Revolving Credit Facility

expires on August 29, 201Zhe LTO 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 determined by reference to EURIBOR plus a segirgim ba
the Group's ratio of total net debt to earnings before interest, taxes, depreciation and amortization, and the Group's
senior unsecured lorgrm debt rating. A facility fee is payable quarterly at a rat& 26%per annum on the total
available conmitment 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 expendituregjaisitians, and

limitations on dividends. Violation of these covenants may result in the full principal amount becoming immediately
payable upon written notice. Aune 30, 201@nd December 31, 200we 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.

As of June 302010, there was no outstanding balance under the LTO Revolving Credit Facility.

Letters 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 contiacks.38t2010,
0615.3million of letters of credit were outstanding with a wdid average annual cost of 047 9At December 31,
2 0 0 819.9niillion 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)

20. Raw materials, services and other costs

101



