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LOTTOMATICA GROUP

Lottomatica Group S.p.A. is one of the leading gaming operators in the lvaséd on total wagers and,
through its subsidiary GTECH Corporation, is a leading provider of lottery and gaming technology
solutions worldwide. It is the goal of Lottomatica Group to be the leading commercial operator and
provider of technology in theegulated 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 syibo! 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 report, the term "Lottomatica" refers to Lottomatica Group S.p.A., the mantiyt and its
subsidiaries excluding GTECH; the term "GTECH" refers to GTECH Corporation and its subsidiaries;
and the terms "Group", "we", "our" and "us" refer to Lottomatica and all subsidiaries included in this
report.

As further described in the Bugss Overview section of this repottetGroup operates in the publicly
regulated gaming market consisting of online, instant and traditional lotteries, sports pooisdéized
and parimutuel betting, machine gaming and interactive gaming.

Lottomatica the principal Italian operating entity of the Group, has built an extensive distribution

network in Italy, with approximatel248000 terminals in about09,400points of sale (including
approximately26,100points of sale where Lottomatica provides gxsing services for third parties),
comprised of tobacconists, bars, petrol stations, newspaper stands and motorway restaurants. Since 1993,
Lottomatica has been the sole concessionaire for the Italian Lotto game. Since 2004, Lottomatica has
operated inmnt and traditional lottery games, which in recent years has been a high growth area. In
2006, Lottomatica received authorization to distribute online instant lottery games. In 2007, Lottomatica
began operating fixed odds sports betting and sports ffwolsgh 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 order to develop the Italian sports betting/interactive hasket,
continuedo acquirefurther points of sale. As of December 31, 2009, 1,685 poirdale were acquired.

GTECH is the world's leading operator of higlslgcure online lottery transaction processing systems,

doing business in more than 50 countries worldwide. GHEesigns, sells and operates a complete

suite of lotteryenabled poinbf-sale terminals that are electronically linked with a centralized transaction
processing system that reconciles lottery funds between the retailer, where a transaction is edabled, a
the lottery authority. GTECH currently operates, provides online equipment and services to, or has been
awarded and/or has entered into, contracts to operate or provide equipment and services in the future to,
25 of the 44 lottery authorities in the Wed States, and3sonU.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., its Canadian subsidiary Spielo Manufacturing, UBCS p i, eeldading provider

of video |l ottery terminals (AVLTs0) and related p
its Atronic group of companies ("Atronic"). Lottomatica Videolot Rete operates on its networks with
amusement witprize machine¢ A A WPRAtronjc, aleading video gaming machine provider in Europe,

Asia and Latin America, operates in the United States and is licensed in approx2@8tetyrldwide

gaming jurisdictions.

The Group provides technology, games and a full suitecof@merce services to gernment 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 and St. Minver groups of subsidiaries.

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

On January 1, 2009 the Group adopted Ilinternationa
Operating Segmenta/hich requiresertain disclosures regardingportable operating segments in our
consolidatedinancial statements for the year ended December 31, 2009. For management purposes, the
Groupbs operating segments ar e gdorthg aature ofehe predactt ma n a
and services provided, with each segment representing a strategic business unit.

The Groupbs reportable segments are as foll ows:

e The Italian Operations segment operates and provides a full range of gaming services, including
online, instant and traditional lotteries, scratch and win, sports bettaahinegaming,
interactive skill games and ndottery 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;

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

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

The Group has operatis in more than 50 countries worldwide on six continents and,6a@
employees as ddecember 312009. For additional information on the Group, please go to its website
at: www.gruppolottoméca.it/eng/aboutus/index.htm.
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OPERATING AND FINANCIAL REVI EW

The following operating and financial review is provided as a supplement to, and should be read in
conjunction with, the Groupds financial statement

As described earlier in this report, after adopting IFR¥8rating Segments t he Gr oupo6és four
operating segments in 2009 are: (i) Italian Operations; (ii) GTECH Lottery; (iii) Gaming Solutions; and
(iv) GTECH G2. Comparative information for 2008 has been revised for the 2009 presentation.

The gaming industry experiesd a dynamic year in 2009 during which there were significant

developments. Lottomatica Group produced good results off of a solid operating performance. The
Groupbs core businesses, GTECH Lottery anwkl Lottom
while producing reliable and sustainable contributions.

The Groupbs Gaming Solutions business began to re
markets. While not fully rebounded, there are encouraging signs of improvement in the Gaioiiog$s
business, particularly in the governmaepbnsored markets

In the Interactive and Sports Benotvienrgd sapdavcaen,t atghees
interactive market begins to take form. Interactive projects with latigstomers in Belgium and

Switzerland, along with the launch of a unifiedloe lottery and sports betting platform for a lottery
customer in Chile, have begun to establish the Gr

The Group has been able to navigate through the current difficult economic conditions with a steadfast
commitmentto maintaining an investment grade credit rating. During 2009, financings were undertaken

for a total of (01. 1 phalidcledase These actvities provide thedseodp wahas har e
solid capital structure that allows it to respond to opportunities, includintgjdter theltalian Scratch &

Win license.

Due to the commercial success of the Group, the visibility and sustiéynatits results has improved.

Assuming all options to extend contracts are exercised and we are successful in purchasing video lottery
termi nal ( A Vialy,@proximatelyé4ood s tihe service revenues gen
worldwide conmercial portfolio is under contract for at least four ye@he weighted average length of

the Groupdbs iHveyedrsce contracts

Should the Group be awarded tleenseof Scratch & Win as the sole bidder, approximately 83% of
service revenues wtilibe under contract for at ledeur years and the weighted average length of the
Groupbdbs service contracts would increase to seven

The Groupds I talian operati ons in@@butit msbeacbme o make
evident thathe lottery market in Italy is maturing. To address this trend, the Group has introduced new
games, increased price points and improved marketing. Management is confident that these efforts will be
successful but the growth the Group has experienced;ydarty in Scratch & Win, has moderated.
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Other sectors of the Italian gaming market have experienced significant growth. There have been high
levels of growth in the Italian machine gaming, sports betting, and interactive sectors. The Group has
made suligntial investments in these sectors and, in a relatively short time, has achieved market
leadership positions in eadBontributions from the egoing expansion in these sectors expectedo
become meaningful to the Group over the next few ydéaishine Gaming, Sports Betting and

Interactive account for approximately one thirdtafian Operations segmerdvenuesand nanagement
expects those sectors tothe primary drivers of future growth.

In regards to some of the developments in the Italiakengit is important to note that investments made

to acquire new VLT licenses in 2009 and 2010 will produce results over the nine year license term. The

rate of return on this investment over that period is very attractive. It is expected that VLTeggwill b

making measurable contributions in 2011. It is of intetestthe new VLTs will be introduced in

di fferent types of retail spaces t haweghttthowsand of t he
(48,000) machines. The impact of new VLTsaum existing AWP machines should be minimized due to

the differing retail placement.

The traditional online lottery segment, in which GTECH continues to hold its leadership position,
experienced some encouraging trends. Operator opportunities are beowreéngrevalent. In particular,

we expect to launch a new lottery in Spain during the third quarter of 2010 in which GTECH wiill
essentially serve as the operator in partnership with our customer ONCE. Spain is becoming a significant
base of operations f@TECH. There is also a good deal of potential for interactive operator

opportunities there as well. In the United Staties,lllinois Lottery is proceeding with a kind of

outsourcing that will engage an operator to help drive greater returns. Doneypribértould be a

game changing concept in the United States.

In a highly promoted laundn Januan201Q thetwoUn i t e d US& Jautti-state jgckpot games,

Power Ball and Mega Millions, began cross selling
Thirty-three states joined in the effort. Due to the unpredictability of jackpots, it will take a few quarters

to be able to jdge the full impact of crosselling. There are still some states, such as Califanii
Floridathathave yet to adopt the program. Nevertheless, the cooperation of the two sponsoring groups is
very encouraging and increases the potential for the irttiotuof new national games in this.

GTECH Printing has made good progress. It recently signed its first primary contract with the New
Mexico Lottery. That is significant because wiB& ECH Printinghad been gaining a prominent

foothold with many custmers as a secondary printétre New Mexico award signals their emergence as a
major competitor for primary contrac#lso this year, a new printing press has been put into service that
can print eleven billion tickets annually. That is Highestcapaciy of any press in the instant ticket
industry.

In addition, revenue starved governments are looking to their lottery programs for more contributions.
Numerous US states, including Maryland, Pennsylvania and Kansas, have introduced government
sponsorednahi ne gaming programs that have created oppo
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From the perspective ofianagement, 2009 was a year of fairly dynamic change in the gaming industry.
Markets in Europe began to liberalize. The Italian market ezdealg a model for expansion into new

exciting growth sectors. The US market began developing a national platform for lotteryagadmes

operator opportunities in all segments and geographies of the gaming market are beginning to take form.
TheGroup has ingsted, prepared well and is ready to capture the opportunities these developments and
trends will bring.

A review of the Group6s hoape rtahtei fgunrdeasmelnttsal dse nodfn stth
remain strong despite significant recessionary hurdles. Full year revenues \apmraymately6% and

EBITDA roseapproximatelyd%. At a time when the economies of many regions in which the Group
conductsbs i ness were down by two to six percent, the
trends.

Against the backdrop of encouraging results, the Group did take-@asbrimpairment charge of
approximately 076 miittGTEQHG2gegmeniThea ingenattiveymarkee | at ed t o
continues to grow but at a lower rate than previous \aralsew regulatory frameworks are emerging

whicharee mpacting the timing of some of the Groupds e

The following is a review of the performhbance of t
OperationsGTECHLottery, Gaming Solutions an@TECH G2.

Lottomaticabs I talian operations had anmesdrer good
being introduced in Scratch & Win and Lotto that are helping to create some excitement and bolster sales.

Supported by a network of almost 1,700 retail locations offering either fixed odds or sports pools betting,
revenues fronsports Bettingin 2009increased by 9% over2008

MachineGamingyager s r e ac h e d int2008 upapproximatelyl I%over 2608 Th&
introduction and launch of VLTs is anticipated to take plackily 201Q

In the interactive space, which is still in the investment stage, wageppaiximatelyd 355 mi | I i on w
taken in, primarily from olne poker.

Service revenuesom GTECH Lottery operation@ 2009were up 3% over2008 Total revenues from

GTECH Lotteryin 2009were not comparable to 2008 due to the timing of product sales. In 2008,

GTECH had some large products sales that were not replicated in 2009. As a rule, management prefers to
look to service revenues which are a more reliable indicatoa aliréct driver of the profitability and
sustainability ofesults.

GTECH had a successful year commercially, winninglaidén New York and a major neaperator
contract in Spain as well 42 extensions of contracts. GTECH Printing continued to irseréa market
presence, winning 10 new contracts and increasing its customer base to 43 lotteries.

Gaming Solutions reinforced its leadership positiothécentral monitoring systems space with a

contract win in Maryland. The New York lottery extendedrelationship with Gaming Solutions by

seven year s. I n anot her example of the compl ement
Solutions will also be offering gaming products to other machine operators in Italy through an

arrangement with Lottna t i ¢ ehibesgamirey subsidiary there.

10
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In the GTECH G2segment, nationally regulated markets are beginning to form in Europe, a region in
which GTECHG6s | ottery customers enjoy significant

Presented below ateh e G kep penfodmsnce indicatoi@ thousands of euros, except per share
amounts).

For the year ended

December 31, Increase (decrease)
2009 2008 u %
Revenue 2,176,857 2,058,940 117,917 5.7
EBITDA 783,682 755,876 27,806 3.7
Operating income 366,421 339,995 26,426 7.8
EBIT 336,246 352,016 (15,770) (4.5)
Net income 112,354 137,870 (25,516) (18.5)
Diluted earnings per share 0.45 0.62 (0.17) (27.4)

Consolidated revenue in 2009 increased 5.7% over 2008. Service revenue grew approximately 11% to
02.1 billion and produndtl | §@alnes ciompalded tt ot a&il2eld . ¥1

significant product sales were recorded from Finland and the United Kingdom.
EBITDA increased 3.7% driven by growth in the Italian Operations segment.

Operating income incremsadufgdg624mmll |l ooni nesahsten
Solutions segment, principally due to roash impairment charges in 2008 that did not recur in the

current year and a 0U16.8 million increase in the
Gaming,Sprts Betting and Interactive markets. Offset:H
million of lower operating income in the GTECH Lottery and GTECH G2 segments, respectively.

GTECH Lottery was impacted by the cyclicality of product sales asibdedabove and in 2009,

GTECH G2 incurred nenash impairment charges duepential changes in the regulation of online

gamingin Europe.

11
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EBITDA AND EBIT

EBITDA and EBIT are considered alternative performance measures that are not defined roadeures
IFRS and may not take into account the recognition, measuramepresentation regaments
associated with IFRSVe believe that EBITDA and EBIT assist in explaining trends in our operating
performance, provide useful information about our abittincur and service indebtedness and are
commonly used measures of performance by securities analysts astbisvun the gaming industry.
EBITDA and EBIT should not be considered as alternatives to operating income as indicators of our
performance orat cash flowsas measures of our liquidits we define them, EBITDA and EBIT may
not be comparable to other similarly titled measures used by other companies.

EBITDA and EBIT are computed as follows:
For the year ended

December 31, Increase (decrease)

(thousands of euros) 2009 2008 a %
Operating income 366,421 339,995 26,426 7.8
Depreciation 236,601 225,461 11,140 4.9
Amortization 94,400 86,095 8,305 9.6
Impairment loss 76,025 100,778 (24,753) (24.6)
Other 10,235 3,547 6,688 188.6

EBITDA 783,682 755,876 27,806 3.7
Operating income 366,421 339,995 26,426 7.8
Equity loss (1,833) (1,825) 8) (0.4)
Other income 4,172 6,193 (2,021) (32.6)
Other expense (16,690) (2,699) (13,991) >200.0
Foreign exchange gain (loss), net (15,824) 10,352 (26,176) >200.0

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

ACQUISITIONS

Business combination activity in the Itali@perations segmenbnsists of strategic investments to
exploit growth opportunities in the Sports Betting &achineGamingmarkets The aim is to acquire
additional sports betting rights or to increase otgaliy-managed gaming machine base (amusement

with prize machines). In keeping with this strategy, the material business combination activity that
occurred during 2009 is described below.

Labet

On June 25, 2009, Lottomatica acquired 100% of the shatesbet, an Italian entity that is engaged in
the sports bettingbusinessor a cash purchase price of 020. 2

12
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Europa Gestione
On June 4, 2009, Lottomatica acquired 100% of the shares of Europa Gestione, an Italian entity that owns

and operatesamusee nt wi t h prize machines for a cash pur ch:;

Topolino
OnJanuary 7, 20Q9.ottomatica acquirel 0 0 % of t he shares of Topolino S
entity that owns and operates amusement with prize machines, forauceashpase price of 03

The initial accounting for these acquisitiongisvisional because they are based on preliminary
estimates and assumptions. Revisions to the fair values, which may be significant, will be recorded when

the Group receivesrfal information, includig appraisals and other analyses, but not later than one year
from their respective acquisition dates.

COMPARISON OF 2009 WITH 2008

Consolidated revenure 200 increased.7% over2008 as detailed by operating segment below.

For the year ended

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

Italian Operations 1,176,091 1,022,634 153,457 15.0
GTECH Lottery 780,612 865,440 (84,828) (9.8)
Gaming Solutions 152,549 142,790 9,759 6.8
GTECH G2 71,132 48,350 22,782 47.1
2,180,384 2,079,214 101,170 4.9

Elimination of intersegment revenue (3,851) - (3,851) -
Purchase accountirg) 324 (20,274) 20,598 101.6
Total revenue 2,176,857 2,058,940 117,917 5.7

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

13
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Italian Operations segment
Consolidated revenue includes the following amountsi®italian Operations segment

For the year ended

December 31, Increase (decrease)

(thousands of euros) 2009 2008 a %
Lotto 364,124 378,827 (14,703) (3.9
Instant tickets 329,088 323,789 5,299 1.6
Other 2,473 2,580 (107) (4.2)

Lottery 695,685 705,196 (9,511) (1.3
Sports Betting 186,461 144,726 41,735 28.8
Machine Gaming 160,883 89,204 71,679 80.4
Interactive 38,937 - 38,937 -
Commercial Services 94,125 83,508 10,617 12.7

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

The Italian Operations segment includes all Italian licenses related activities including our exclusive
concessionaires (lotteries) amailti-provider concessionaires (sports betting and pools, nacgebetting
and pools, gamingachinesskill game wagers such as online poker, and transaction processing of non
lottery commercial transactions).

A substantial portion of revendiem theltalian Operations segmeistderived fronthe Lottoconcession
under whichLottomatica manages all of the activities along the lottery value chain including collecting
wagers, paying out prizes, managing all accounting and othetolfffazk functions, runing advertising

and promotions, operating data transmission networks and processing centers, training staff, providing
retailers with assistance and supplying materials for the game. Revenues are typedligrba

percentage of wagerSor the Lotto gme this percentage of wagers decreases as the total wagessénc
during an annual period.

14
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A detailed analysis of the 2009 performance of each product and service reported within the Italian
Operations segment as compared to 2008 is described below.

Lotto
Lotto revenueadeclined3.9% due to a corresponding decline in Lotto wagers as detailed in the table

below.Wagers on a new kergtyle game, 10 and Lotto, which launched in June 2009, partially offset the
decline in Lotto wagers.

For the year ended

December 31, Increase (decrease)
(millions of euros) 2009 2008 Wagers %
Core wagers 4,620.1 5,045.8 (425.7) (8.4)
Wagers for late numbers 1,043.7 806.2 237.5 29.5
5,663.8 5,852.0 (188.2) (3.2)

Instant tickets
Instant ticket revenuiecreased..6%primarily due tohighersales of Scratch and Win tickets detailed

in the table belowT h €l9412million increase in instant ticket sales was principally driven by the
continuedsucces®fexist ng tickets (05 11 Miliardario, 0al0 I
Faraone), and the introductiomewt i c ket , 020 Magica Natale, in Octo

For the year ended

December 31, Increase (decrease)
2009 2008 Amount %
Total tickets sold (in millions) 2,413.0 2,531.0 (118.0) 4.7
Total sales (in millions) ua 9,371009,177.07194.2 21
Average price point u 3.88 04 3.63u 0.25 6.9

Sports Betting
Sports betting revenurcrease®8.8%due to the strongerformance of fixed odds spottstting

operationsZ0.3%market shargin terms of total wageras ofDecembeBl, 2009) as detailed in the
table below. As of Decemb@&l, 2009,1,189fixed odds sportbetting andd96 sports pool points of sale
locatiors were operational.

For the year ended

December 31, Increase (decrease)
(millions of euros) 2009 2008 Wagers %
Fixed odds sports betting wagers 819.5 635.0 184.5 29.1
Sports pool wagers 113.8 150.5 (36.7) (24.4)

933.3 785.5 147.8 18.8

15
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Machine Gaming
MachineGamingrevenue increased 8096 primarily driven by ail463.1million increase in wagermsn
AWPs as detailed in the table below.

For the year ended

December 31, Increase (decrease)
2009 2008 Amount %
AWP wagers (in millions) u 4,0110. 33, 548.02463.1 131
AWP machines installed (end of December) 48,226 48,991 (765) (1.6)
Interactive
During 2mb9) i 68809 revenue was generated from 035

principally from online poker.

Commercial Services
Commercial Servicesevenue increasetR. ®o principally due to an increase in bill payment services and
electronic topup servies for prepaid mobile.

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

For the year ended

December 31, Increase (decrease)

(thousands of euros) 2009 2008 a %
United States 440,408 417,434 22,974 55
International 278,028 277,750 278 0.1

Service revenue 718,436 695,184 23,252 3.3
United States 9,699 9,803 (104) (1.2)
International 52,477 160,453 (107,976) (67.3)

Product sales 62,176 170,256 (108,080) (63.5)
United States 450,107 427,237 22,870 54
International 330,505 438,203 (107,698) (24.6)

Total revenue 780,612 865,440 (84,828) (9.8)

16
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GTECHLotteryrevenue is principally comprised of service revenue derived primarily from lottery
service contracts, which are typically at least five to seven years in duration for the base contract term
with one to five years of extension optionkhese contracts geradly provide compensation to GTECH
based upon a percentage of a lottery's groliseoand instant ticket saleBhese percentages vary
depending on the size of the lottery and the scope witesrprovided to the lotter G TECH Lottery

product sale revaie is derived primarily from the installation of new online lottery and gaming systems,
installation of new software and sales of lottery and gaming terminals and equipment in connection with
the expansion of existi lottery and gaming systen@G.T E C Hrdduct gale revenue from period to

period may not be comparable due to the size and timing of product sale transactions.

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

Service Revenue
United States lottery service revennereased.5% primarily due to the weakening euro against the US
dollar.

International lottery service revenuas comparable to the prior ye@rganic growth and revenue from
new contracts was patrtially offset by lower jackpot activity and fluctuations in foreign currency exchange
rates against the euro.

Product Sales

International lottery product sale revenue decreased 67.3% from the prior year. Product sale revenue from
year to year fluctuates due to the mix, volume and timing of product sale transactions. Product sales in
2009included the sale of new lottery terminadsour customer in Denmark aachew online lottery

system to our customer in Belar&oductsalesn 2008included a new lottery central system to our

customer in Finland, 28,500 lottery terminals to our customer in the United Kingdom and a central syste
to our customer in Saxony, Germany.

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

For the year ended

December 31, Increase (decrease)
(thousands of euros) 2009 2008 u %
Service Revenue 58,007 56,465 1,542 2.7
Product Sales 94,542 86,325 8,217 9.5
Total revenue 152,549 142,790 9,759 6.8

Product sales wer@.2 million higherduring200 whencompared t®008.Product sales in 2009
includedthe sale of new video lottery terminals to our customers in Oregon and Swedeuct sales in

2008 includedhe sde of video slot/electronic bingo gaming terminals and associated bingo system to our
customer in Manitoband new video lottery terminals to our custonreiSweden.
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GTECH G2 segment
Consolidated revenue includes the following amounti®GTECHG2 segment:

For the year ended

December 31, Increase (decrease)
(thousands of euros) 2009 2008 a %
Service Revenue 66,502 43,730 22,772 52.1
Product Sales 4,630 4,620 10 0.2
Total revenue 71,132 48,350 22,782 47.1

GTECH G2service revenumcreased 52% over the same period last year duéotar additional months
of revenue from Boss Media and St. Minver (which were acquired on April 24, 2008 and April 30, 2008,
respectively).

Consolidated operating costs

For the year ended

December 31, Increase (decrease)
(thousands of euros) 2009 2008 a %
Raw materials, services and other costs 1,052,429 991,247 61,182 6.2
Personnel 428,305 410,513 17,792 4.3
Depreciation 236,601 225,461 11,140 4.9
Amortization 94,400 86,095 8,305 9.6
Impairment loss 76,025 100,778 (24,753) (24.6)
Capitalization of internal construction costs -
labor and overhead (77,324) (95,149) 17,825 18.7
Total operating costs 1,810,436 1,718,945 91,491 5.3
Percentage of total revenue 83.2% 83.5%

Consolidated operating costs during 2009 inadds3% over 2008 principally due to higher costs
related to the 5.7% increase in reverhigher costs related to the effect of the weakening euro against
the US dollarand four additional months of costs from Boss Media and St. Minver (which wereeacquir
on April 24, 2008 and April 30, 2008, respectivelifiese cost increases were offset by lower costs
related to lower product sale revenue in 2009.

The 076.0 million of impairment | o0oss in 2009 prin
seggment due tgotential changes in the regulation of onlgamingin Europe. A significant recent

European Court decision has upheld the interest of numerous European States in creating Nationally
Regulated Gaming Markets under which crbesder online gaing operators may be required to apply

for jurisdiction specific online gaming licenses. Given the uncertain timeline of new licenses and impact

to crossborder transactions, we estimate that growth in this segment will continue Edseapace.
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Thet100. 8 million of includgsia? 4 .m& nri Il loisen i of 2POBdwi | | a
|l osses primarily related to Atronic Americabs ope
million related to a lottery system we deployed for anrivggonal customer in the Lottery segment that
encountered a sustained period of political instability that prevented the lottery system from launching.

The Group 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
2009 and 2008 was 062.4 million and 0U62.5 million
The Group s w o remployeeglrecomprised of the following personnel:

Number of employees

As of December 31, 2009
Personnel Description 2009 2008 Average
Executives 400 398 397
Middle Management 977 933 963
All Other Permanent Employees 6,131 5,975 6,098
Employees with Temporary Employment Contracts 164 190 195
7,672 7,496 7,653

Other expense
For the year ended

December 31, Increase (decrease)
(thousands of euros) 2009 2008 a %
Debt issuance costs (5,391) - 5,391 -
Termination of interest rate swaps (3,936) - 3,936 -
Other (7,363) (2,699) 4,664 172.8
(16,690) (2,699) 13,991 >200.0

In December 2009, the Group issued 5 0 mi gudranteedotesdfie December 5, 20Xthe

i No t @&re propceeds of the Notes, net of associated fees and costs, were used to rdimhiiGe

Term Loan Facility, a portion of the GTECH Senior Credit Facilities and other debt, extending the
average maturity of the Groupbés debt while adding
result, unamortized debt issuance costsiataest rate swaps associated with the reimbursed debt were

written off.
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Foreign exchangegain (loss, net

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

For the year ended

December 31, Increase (decrease)
(thousands of euros) 2009 2008 a %
Cash foreign exchange loss (18,970) (5,984) 12,986 >200.0
Non-cash foreign exchange gain 3,146 16,336 13,190 80.7
(15,824) 10,352 26,176 >200.0

Cashforeign exchange loss

In order to better match future cash fl ows with
countries (which has increased in recent years), GTECH borrowed in euro under the GTECH Senior
Credit Facilitiesin 2009 These euro dendmated borrowings resulted approximatelyd 1 9. 0 mi | | i on
cash foreign exchange loahenin December 2009, a portion of the proceeds from the Notes were used

to reimburse the outstanding euro borrowings under the GTECH Senior Credit Facilities.

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

For the year ended

December 31, Increase (decrease)
(thousands of euros) 2009 2008 a %
Polish zloty loan 6,043 14,734 8,691 59.0
Other (2,897) 1,602 4,499 >200.0

3,146 16,336 13,190 80.7

Polish zloty loan

During 2007, in connection with GTECHO6s sale of P
Polish subliary, GTECH Polska Spzo.0.( i GT ECH ,Roarled RolslbzJoty 255.6 milliofat

market interest rate$) GTECH Global Services Corporation Limitedi G G $whosk functioal

currency is the US dollaGGSC repaid this loaim 2009 principallyusing the proceeds abn-cash

dividends from GTECH PolskaNon-cashforeign exchanggainsincurredon this loan resultefifom

fluctuations in the Polish zloty to US dollar exchange rate.
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Interest expense

For the year ended

December 31, Increase (decrease)

(thousands of euros) 2009 2008 a %
Capital Securities (64,658) (64,403) 255 0.4
GTECH Senior Credit Facilities (57,139) (70,777) (13,638) (19.3)
Lottomatica Term and Revolving Facilities (14,984) (7,781) 7,203 92.6
Notes (3,030) - 3,030 -
4.8% Bonds - (17,303) (17,303) (100.0)
Other (11,707) (17,291) (5,584) (32.3)

(151,518) (177,555) (26,037) (14.7)

The decrease iimterest expense was principally due to lower interest rates on variable rate debt, partially
offset by the weakening euro against the US dollar.

Weighted Average Diluted Shares
Weighted average diluted shares during@@@aled150.4million sharescomparable to 2008.

On November 24, 2009, the Group raised U350 mil i
discussed below. Because this transaction occurred late in 2009, it did not have any material effect on
weighted average diluted shaie2009.

Income Taxes

The Group's effdive income tax rate during009was 40.%6 compared to 25.6% during 2008he rate
increase was primarily due tioeimpairment of certain investments, termination of the Group's
intercompany debt funding structuesd losses in certain foreign subsidiaries without any associated tax
benefit.

LIQUIDITY, CAPITAL RESOURCES AND FINANCIAL POSITION

TheGroupd s obj ect i vaeequate liquidityanch#ekibility thiough the use of cash generated

from operating ativities, kank overdrafts and bank loaWge believe our ability to generate excess cash

from operations to reinvest in our business is one of our fundamental financial strengths and combined
with our committed borrowing capacity, we expect to meefinancial obligations and operatingets

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 cah generated from operating activities, existing sources of committed liquidity, access

to capital marketsand other sources of capit@lur corpeoate debtratings@da a3 fr om Moody
BBB-f rom Standard and Poor 6s capiamarkeis btattragtived pdceso ur a

S &
bil
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Summary Statements of Cash Flows

For the year ended
December 31,

(thousands of euros) 2009 2008

Net cash flows from operating activities 695,442 680,804
Purchases of systems, equipment and other assets related to contracts (253,059) (195,178)
Purchases of intangible assets (102,775) (18,439)
Acquisitions (44,737) (249,667)
Acquisitions - cash acquired 196 39,689
Purchases of property, plant and equipment (15,848) (26,176)
Contingent consideration (2,171) (13,415)
Other investing activities, net 1,210 2,806
Net cash flows used in investing activities (417,184) (460,380)
Proceeds from issuance of Notes 750,000

Proceeds from issuance of ordinary share capital 350,000 -
Debt and share issuance costs (12,976) (9,113)
Dividends paid - non-controlling interest (43,560) (31,357)
Dividends paid (100,940) (125,393)
Interest paid (153,776) (159,850)
Net repayments of debt (703,011) (149,598)
Treasury share purchases - (74,830)
Other financing activities, net (1,535) 3,208
Net cash flows from (used in) financing activities 84,202 (546,933)
Net cash flows 362,460 (326,509)

Analysis of Cash Flows
During 2009, 69%4milighefmet caahtflend frotn operating activitjem increase of
G 1 4mill®n over 2008, primarily due to changes in net workiagital.

Thed 2 5 fillidh of capital additions for systems, equipment and other assetprincipally related to

spendingn Italy, New York, New Jerseyhile and West Virginialntangible asset additions 61028

million wereprincipally related tdhe nonrefundable payment representing 50% of the total cost of

10,761vi deo | ot t e r yrightsénidtatyi By thé end dh\miL201d,)Lottomatica may elect to

reduce the total number of VLT rights that it intends to pasehand if it does not make such an election,

the payment for the remaining 50% of such VLT rightdueon June 30, 201®s a result of the

purchase of the VLT rights, Lottomaticads | icense

Althoughacquisition activity in 2008 was significant with the acquisitions of Boss Media AB, the Atronic
group of companies and.&nodoc Holdings, in 2009, we continue to make strategic investments to
exploit growth opportunities in the Sports Betting and Maglaming markets in the Italian Operations
segment.
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On November 24, 2009, the Group raised U350 mill:
Mediobanca InternationglLuxembourg)S . A. ( i Me at & 1% prenduen do)markehe proceeds

of which will support development plans in Italy, primarily for the renewal of the Gratta & Vinci (Scratch

& Win) concession and the purchase of VLT rights.

In order to raise the funds necessary to subscribe for the shares, Mediobanca commissioneddJBI Banc
International S.A. to issumandatory exchangeable ber{dfit h esd Bowlli ch, wupon matur.i
October 29, @12, must be exchanged intottomatica ordinary shareghe Bond wereplaced with
gualifiedinvestors on a private placement basis and bear intr8st5% per annum payable semi

annually in arrears in equal installments on October 29th and April 29th of each year, commencing on

April 29, 2010.

Lottomatica entered into a swap agreement with Mediobanca whereby Mediobanca paid an upfront fixed
amount o Lottomatica of 046 mprémiumtomarketottomatesswillondi ng t
payfixed paymentsemiannually to Mediobanca thabrrespond to interest on the Bonds #rat not

converted at any interest payment date. The present valoesef payments has been recorded as a
financial liability in the consolidated statement

In December 2009, the Group issued 5 0 mi gharanteedotesdfie December 5, 20the

ANot es0) . TtheeNotpsr netofeassdceatedddes and costs, were used to repay a portion of the
existing debt of the Group (along with other general corporate purposes), exthedivgrage maturity

of the Group's debt while adding further diversity to the Group'satagiuctureThe Notes received a

rating of Baa3 an8BB-by Moodydés I nvestors Service Limited an
respectivelyandare listed orthe Luxembourg Stock Exchange.

I nterest p
Senior Cre
hand.

d of 015 3. ballyreldtek to thenCapital Securities andiIGTE@HN t vy e
t

ai
di Facilities. nflionobeashantbashrequddentsch009, w

Ourbusiness is capitahtensive We expect our principal sources of liquidity to be existiaghc

balances, cash generated from operations and borrowingstha@FECH Senior Credit Revolving
Facilities (totalingJS$500million) and LTO Revolving Credit Faiy (totaling i 3 Gndlion). At
DecembeBl, 2009, od4f7ailien ofwamnittadundrawn capacity under the GTECH Senior
Credit Revolving Facilities andTO Revolving Credit FacilityThese facilities have covenants and
restrictions including, among other things, requirements relating to the maintenance of certain financial
ratios, limtations on capital expenditures and acquisitions and limitations on dividends, none of which
are expected t oiquiditypraapital resdureeat@®™ecerube,2009, we were in
compliance with all applicable covenants.

We currently expedhat our excess cash flow from operations, existing cash, undrawn capacity under
existing borrowing facilities and access to additional sources of capital will be sufficient, for the
foreseeable future, to fund our anticipated working capital and ordiapital expenditure needs, to
service our debt obligations, to fund anticipated internal growth, to fund all or a portion of the cash
needed for potential acigitions and to pay dividendg/e may also seek alternative sources of financing
to fund futurepotential acquisitions and other growth opportunities.
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Summary Statements of Financial Position

December 31, Increase (decrease)

(thousands of euros) 2009 2008 a %
Systems, equipment and other assets related

to contracts, net 774,558 758,717 15,841 2.1
Goodwill 3,006,783 3,074,571 (67,788) (2.2)
Intangible assets, net 822,886 847,281 (24,395) (2.9)
Deferred income taxes 6,030 23,633 (17,603) (74.5)
Other non-current assets 118,966 113,886 5,080 4.5
Total non-current assets 4,729,223 4,818,088 (88,865) (1.8)
Inventories 134,080 129,560 4,520 3.5
Trade and other receivables 791,803 773,595 18,208 2.4
Cash and cash equivalents 469,335 109,274 360,061 >200.0
Other current assets 74,258 91,102 (16,844) (18.5)
Non-current assets classified as held for sale 5,890 7,456 (1,566) (21.0)
Total assets 6,204,589 5,929,075 275,514 4.6
Equity 1,896,807 1,649,832 246,975 15.0
Long-term debt, less current portion 2,621,990 2,573,802 48,188 1.9
Deferred income taxes 134,127 229,621 (95,494) (41.6)
Non-current financial liabilities 142,317 134,604 7,713 5.7
Other non-current liabilities 78,154 75,381 2,773 3.7
Total non-current liabilities 2,976,588 3,013,408 (36,820) (1.2)
Accounts payable 905,677 800,653 105,024 13.1
Short-term borrowings 5,079 60,848 (55,769) (91.7)
Current financial liabilities 59,885 12,741 47,144 >200.0
Current portion of long-term debt 67,186 61,109 6,077 9.9
Income taxes payable 20,945 49,457 (28,512) (57.7)
Other current liabilities 272,422 281,027 (8,605) (3.1)
Total equity and liabilities 6,204,589 5,929,075 275,514 4.6

The Group changed the December 31, 2008 statement of financial ptisitipradjust thepresentation

of foreign currency translation associated with the July 2, 208Quisition of Finsoft Limited to properly
reflect the functional cuency as British pounds sterlingnd(ii) to offset deferred income tax assets and
deferred income tax liabilities in accordance with IASricbme Taxes

Accordingly, (i) Goodwilland nt angi bl e assets, net, decreased 011
respectively, which was of desreasén Hyyity; and @)aefarreds pondi ng
income tax assets and |iabilities decreased by 02
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T h €5.8million increase in systems, equipment and other assets related to contracts, net was principally
due tod 2 5 gilligh of capital additions, which was partially offset i24.1million of depreciation
a nd inilidn.offoreign currency translation

The7.8milion decrease i n goodver.2nilliono&fareigp cuiremayi pal |y due
translationt 23 . 8 mi Il I i on of i mp atothens@BAH GR segmeni7pg/millionar i | y r ¢
resulting from the finalization of thRoyal Gold andAtronic purchase@ounting andi8.4 million of

changes ihefair value of contingent liabilities related to the Finsoft Limited Estodoc Holdings

Limited and Boss Media AB acqui si t398miionof These dec

acquisition activity during 2009 (primarily Labet and Europa Gestione).

T h €4.4million decrease in intangible assets, net was principally die3o4mill®n of amortization

049.8 million of i mpair mentG2l sy neiBiémbioaoildy ar el at e
foreign currency transl at i on .102Bmilkos ef intdngible assaets es wer
acquired during 2009 (primarily the purchase of V
(primarily La b e t ) ; railliod pridgecipdly résultingfrom the finalization of th&koyal Gold and

Atronic purchase accounting

T h €l7.@million decrease in deferred income taxes was principally diestacceleration of tax
amortization in excess of book ampation with respect to the Atrongroup of companies

The 018.2 million increase in trade and other rec
timing of collections in the Italian Operations segment.

T h 47®million increase in equity waprimarilyduetda he share capit al i ncreas e
of netincomeTheseénc r eases wer e AGOmniliioadf diwdendsfphidste sharetgtdersi
of t he p48.6nellion of dividehds (paid to nooontrolling shareholders

The (miliBninkreaseinlong er m debt , |l ess current portion was
proceeds from the Notes, which was partially used to repay amounts due under the LTO Term Loan

Facility and GTECH Senior Credit Facilities. This netrease was partially offset by the reclassification

of debt coming due within twelve months to current portion ofdforggr m d e b tmilliomoid G4 3. 9
foreign currency translation.

T h @5.8million decrease in deferred income taxes was primarily dilegoecognition of deferred tax
assets relating to foreign operating losses, provisions currently not deductible for income tax purposes and
the amortization of acquired intangibles.

T h &.7naillion increase imon-current financial liabilitiesvas primarily duetat 56 . 4 mi | | i on of
Liabilityr el at ed to the share capital increase, partial
value of interest rate swaps and the 0222 millio

and Finsoft contingent consideration to current financial liabilities.
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T h €05Mmillion increase in accounts payable was principallytdude timing of payments in Italy
and for GTECHG6s ongoing | ottery sejirsatceums payapld e ment a
primarily related to higher sales of Scratch and Win tickets.

T h &5.8million decrease in shotterm borrowings was principally due tepayment®f outstanding
amounts due undencommitted lines of credit.

T h el7. Amillion increaseirc ur rent financi al l'iabilities was pri
Liability related to the share capital increase tradreclassification of the Boss Media contingent

liability and Finsoft contingent consideration, which are expected tetiled within the next twelve

months, from nosturrent financial liabilities as described above.

T h &.1million increase ircurrent portion of longerm debt was primarily due to the reclassification of
debt coming due within twelve months as desciib a b o v e, partially offset by
repayments by utilizing a portion of the proceeds of the Notes.

T h €8.9million decrease in income taxes payable was primarily duleetdiming of estimated tax
payments.
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Consolidated Net Financial Pgition

TheGrougbs consolidat ed Dedmber 31208 mprovadi290miliontfronoita a t
net financial position at December 31, 8@incipally due tahe November 2009 share capital increase.
Consolidated net financial position is calculated as follows:

December 31,

(thousands of euros) 2009 2008 Change
Cash on hand 453 392 61
Cash at bank 468,882 108,882 360,000
Cash and cash equivalents 469,335 109,274 360,061
Current financial receivables 4,613 20,288 (15,675)
Capital Securities 46,618 46,491 127
Swap Liability 29,924 - 29,924
Atronic related debt 21,782 11,384 10,398
Boss Media contingent liability 17,521 - 17,521
Short-term borrowings 467 58,803 (58,336)
Other 15,838 18,020 (2,182)
Current financial debt 132,150 134,698 (2,548)
Net current financial debt (cash) (341,798) 5,136 (346,934)
GTECH Senior Credit Facilities 1,145,100 1,359,888 (214,788)
Notes 740,821 - 740,821
Capital Securities 733,180 730,525 2,655
Swap Liability 56,391 - 56,391
Interest rate swaps 53,094 73,740 (20,646)
Atronic related debt 2,803 69,793 (66,990)
LTO Term Loan Facility - 353,354 (353,354)
Lottomatica Senior Credit Revolving Facility - 50,000 (50,000)
Boss Media contingent liability - 14,252 (14,252)
Other 32,918 56,854 (23,936)
Non current financial debt 2,764,307 2,708,406 55,901
Net financial position 2,422,509 2,713,542 (291,033)
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Financial risk management objectives and policies

Our principal financial instruments, other than derivatives, are comprised of debt and cash and cash
equivalentsThe main purpose of these financi al i nstr ume
operations. We have various other financial assets and liabilities, such as trade receivables and trade
payables, which arise directly from operations.

The primay risk inherent in our financial instruments is the market risk arising from adverse changes in
interest rates and foreign currency exchange rates. We enter into derivative transactions, including
principally interest rate swaps and forward currency cotsy&or the purpose of managing interest rate

and currency risks arising from our operations and its sources of financing. It is, and has been throughout
the year under review, our policy not to engage in currency or interest rate specDiiEded

information onour financial risk management objectives and poljdieduding specific disclosures

required byCONSOR is providedn Footnoted41 of the Consolidated Financial Statements included

herein.

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, 2009 1,812,808 (221,404) 58,428 1,649,832
Fair value of interest rate swaps - 13,147 - 13,147
Amortization of unrecognized gain on interest r

swap (570) - - (570)
Unrecognized net loss on derivative instruments - (732) - (732)
Unrecognized net loss on available for sale

investment - (78) - (78)
Foreign currency translation - (22,499) - (22,499)
Net income for the year 110,603 (42,454) 44,205 112,354
Ordinary share capital issued 350,000 - - 350,000
Share issuance costs (7,073) - - (7,073)
Swap liability associated with share issuance (58,018) - - (58,018)
Dividend distribution (100,940) - (43,560) (144,500)
Share-based payment 916 - - 916
Atronic/Spielo intragroup sale (26,462) 26,462 - -
Put/call option arising from business combination - 4,169 - 4,169
Other movements in equity - (141) - (141)
Balance at December 31, 2009 2,081,264 (243,530) 59,073 1,896,807
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Transactions with Related Parties

During 2009there were naignificanttransactions, including intragrpuwith related parties which

qualified as unusual atypical. Any related party transactions formed part of the normal business

activities ofthecompaniesinthe Groyp i ncl udi ng GTECHG6s sale to Lotto
Atronic and SpieloSuchtransactions were concluded at standard market terms for the nagomds

and/or services offered.

Information on transactions with related parties, including specific disclosures requic€éaNSORB is
providedin Footnote38 of the Consolidated Financial Statements included herein.
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SIGNIFICANT BUSINESS DEVELOPMENTS

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

Developments During 2009

Business Developments

In June 2009, Lottomatica announced that it had become the first Italian operator to receive certification
of compliance with the responsible gaming standards established by the EurojpeaasLAssociation.

In July 2009, the shareholders resolved in ordinary session to adopt th2@BShare Allocation Plan
and the 2002015 Stock Option Plan, both reserved for employees of Lottomatica and/or of its
subsidiaries. Both plans had bgeaviously announced and made available to the public.

The 20092013 Share Allocation Plaa comprised of an aggregate maximun6@8,729rdinary shares,
subject to increase to correspond in terms of value to the gross total dividends and reseies act
distributed by Lottomatica to holders of ordinary shares in the period commencing on notification to the
beneficiaries of their participation in the plan to the actual allocation of shares. The Board of Directors
hasidentified beneficiaries and s#te maximum number of sharesgi@ntto each one. The allocation of
shares wil/ be conditioned on Lottomaticads reach
financial years of 2009, 2010 and 2011, as well as meeting a certain ratiorbetmselidated net

financial debt and consolidated EBITDA, which will be more specifically set by the Board of Directors.
Distribution of shares will occur after shareholder approval of the annual accounts for the financial year
ended December 31, 2011litlwability to partially postpone the distribution to 2013. The plan will
terminate on December 31, 2013.

The 20092015 Stock Option Plais comprised of an aggregate maximum numbet,850,5100ptions

assigned. The Board of Directdrasdetermine the number of options to be assigned to each

beneficiary. Optionsveregrantedto beneficiaries and will be exercisable at the end of the-tleae

vesting period. The exercise of options by the b
total consolidated EBITDA level for the combined financial years of 2009, 2010 and 2011, as well as

meeting a certain ratio between consolidated net financial debt and consolidated EBITDA, which will be

more specifically determined by the Board of DirestoThe plan will terminate on December 31, 2015.

I n September 2009, the Shareholdersd Meeting of |
based company wholly owned by Lottomatica Group S.p.A., approved a share capital increase to service

the contribution into Invest Games of an amount of GTECH Holdings Corporation shares equal to the

entire participation of Lottomatica Group S.p.A. in GTECH Holdings Corporation. GTECH Holdings
Corporation is the parent company of GTECH Corporation. Theaddionsimplified and streamlied

the Groupbds corporate st edindnvestiGames therGIECH Roldingsr t i cul a
Corporation participation.
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At the same Sharehol dersdé Meeting, appasedoral was g
Invest Games directed to GTECH Corporation in order to accommodate the transfer of the assets of
Lottomatica International Hungary Kft., a company incorporated under the laws of Hungary and wholly

owned, directly and through Lottomatica Internatidda.l., by Lottomatica Group S.p.A. This latter

transaction resuwgdin the reduction of the indebtedness of GTECH Corporation and the improvement of

its capital structure.

In October 2009l.ottomatica appliedo theAmministrazione Autonoma Monopoli &tato( AAMSO }o
buy up to 10,761 VLT rights in Itajyand made a nerefundable payment representing 50% of the total
cost of such VLT rights By the end April 2010, Lottomatica may elect to reduce the total number of
VLT rights that it intends toyrchase and if it does not make such an election, the payment for the
remaining 50% of such VLT rights dueon June 30, 2010As a result of the purchase of the VLT

rights, Lottomaticads | iiczertendeduntli®01% per ate in the V
InOct ober 2009, the World Lottery Association (the
Lottomatica following review of Lottomaticabs sub

Framework. Level 4 certification signifies that Lottomatica has a mathdeavell established responsible
gaming program in place and that Lottomatica is implementing its plan to integrate specific responsible
gaming program elements into its daily operations. It further attests that Lottomatica is also integrating
the considetions of its external stakeholders and has in place the human resources and processes
necessary for continuous improvement.

I n October 2 0DB9monthsharetbwpatk pragram éxgired. Under the program, a total
of 3,943,022 ordinary shares were bought for a to
which were allocated to theharebased management compensation plans.

In October 200, following the procedure contemplated in teen and competitiviender for a new
Scratch & Win concession in Italy, Consorzio Lotterie Naziof@atonsortium in which Lottomatica
owns a 63% interest and which was created for Scratch & Win in Italj¢ tihhea onlyformal offer for a
license to operatihe nationalnstant lottelesin Italy for a period of nine (9) years. In November 2009,
the judgment by the Regional Administrative Court of Lazio was filed and made known to the public,
granting the cHienge filed by Sisal S.p.A. for the annulment of #wvementionedender for the
management of the national instant lotteries. BotiA#éS and Consorzio Lotterie Nazionali filed an
appeal requesting an annulment of the decision by the Regional idttatime Court of Lazio. Sisal

filed its own appeal asking for a referral to the European Court of Justice.

On November 24, 2009, Lottomatica raised U350 mi/l
International (Luxembotimg) 0S37A7408BMpeérosamace (a 1
price of 015.4268), the proceeds of which will su
renewal of the Gratta & Vinci (Scratch &Win) concession and the purchase of video lottery terminal

rights.

In order to raise the funds necessary to subscribe for the shares, Mediobanca commissioned UBI Banca
I nternational S.A. to issue mandatory exchangeabl
October 29, 2012, must be exchanged into Lottomatidmary shares.
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The Bonds were placed with qualified investors on a private placement basis and bear interest at 8.75%
per annum payable semihnually in arrears in equal installments on October 29th and April 29th of each
year, commencing on April 22010.

Lottomatica entered into a swap agreement with Mediobanca whereby Mediobanca paid an upfront fixed
amount to Lottomatica of 46 million, correspondi
semiannually to Lottomatica an amount correspondinthe fees due under a stock lending agreement
regarding certain shares owned by Lottomaticdtomatica will pay fixed payments semiannually to

Mediobanca that correspond to interest on the Bonds that are not converted at any interest payment date.
Thepresent value of these interest payments has been recorded as a financial liability in the consolidated
statement of financi al position (the fASwap Liabil

In December 2009, the Group issued 5 0 mi gudranteedotesdfie December 5, 20Xthe

ANoteso). The proceeds of the Notes, net of assoc
existing debt of the Group (along with other general corporate purposes), exthedivgrage maturity

of the Group's debt while adding further @lisity to the Group's capital structufdae Notes received a

rating of Baa3 an8BB-by Moodyd6és I nvestors Service Limited an
respectivelyandare listed orthe Luxembourg Stock Exchange.

Managerial Developments

In April 2009, Lottomatica announced that its Board of Directors had accepted the resignation of Lorenzo
Pellicioli as Chief Executive Officer of the Group, and unanimously approved his recommendation of
Marco Sala as the new Group CEO. Mr. Pellicioli remaae@hairman. It was also announced that
Renato Ascoli, Head of the Business Division at Lottomatica, was named General Manager of
Lottomatica responsible for the Italian market.

Developmerd After Close of Calendar Year 2009

With regard to theéenderfor a new Scratch & Win concession in Italigcussed abovaftera hearing

held on March 9, 2010 the State Council accepted the appeal submitted by AAMS and by Consorzio
Lotterie Nazionali and a portion of the appeal submitted by Sisal, and rule&tticbs 21, Paragraph 5 of

the law 102/2009 regulating the tender, as well as the clauses of the tender reflecting such article, are not
applicable. Paragraph 5 of sdda is related to the interim period during which Consorzio Lotterie

Nazionali would catinue to manage the existing instant lotteries through January 2012.

On March 30, 2010, AAMS issued a decree to reopen the prior public tender for the new Scratch & Win
concession and to remove from that tender the clauses which the State Councihdad fieu

inapplicable in its March 9, 2010 ruling. AAMS has set a date of May 10, 2010 for submission of bids to
participate in the reopened tender.

As described in Footnotes 6 and 40 of the Consolidated Financial Statements included herein, GTECH
GlobalSer vi ces Corporation Limited (AGGSCO0) has an 8
the option, which it may exercise between April 1, 2010 and June 30, 2010 to require Medstroms Invest

AB (AMedstr°mso) to sell i t s Melstrédns Ga¥aniidertticalrpg st i n
right.

On April 1, 2010, Medstroms exercised its put right and on April 12, 2010, GGSC paid Medstrom SEK
200 mi 20bmiltion at thaitransaction date) for the remaining 12.546% interest in GEMed.
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RISKS AND UNCERTAINTIES

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

0] 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 oupliasgesdmdrket inferest ratésohaniges innteseste 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 global busineand derives a substantial portion of its revenues from operations outside
of the European UnionOur financial statementould be materially different from period to period if
there is a significant movement in the euro versus other currencies.

(ii) 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 deMonopoli 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) Liquidity 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. GTECH contracts typagtlire upfront capital

expenditures. The ability of the Group to maintain existing contracts upon their renewal and invest in

new contracts opportunities depends on the ability of the Group to access new sources of capital to fund
these investments.

(iv)  Country Risk: Country risk is the risk that changes to regulations or laws, or in the economy of a
country in which we conduct business, will negatively impact expected retlusttematica is a global
business and derives a substantial portiotsafeivenues from operations outside of ItaRisks

associated with Lottomatiéamternational operations include increased governmental regulation of the
ortline lottery industry in the markets where it operates; exchange controls or other curraiatioresst

and significant political instability. Other economic risks that Lottomatica's international activity subjects
it to might include inflation, foreign exchange risks (both depreciation and devaluation), illiquid foreign
exchange markets, high ingst 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 into or out of a oguatiure 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 certain of the countries 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 Italia 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 substantial monetary lidaied 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 operations, business,
financial condtion 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 diussness and is subject to

investigations and compliance inquires related to its ongoing operations. The outcome of these

proceedings and similar future proceedings cannot be predicted with certainty. Unfavourable resolution of
such proceedings or sigrdéint delays in adjudicating such proceedings could have a material adverse
effect on the Groupbs results of operations, busi
certain legal proceedings to which the Group is a partyNeez 39to 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 lottery business. Authorities
generally conduct such investigations prior to and after the award of a kitgrgct. Authorities are

generally empowered to disqualify the Group from receiving a lottery contract or operating a lottery
system as a result of any such investigation. The
systems or machineis, obtaining or retaining a required license or approval in one jurisdiction could

negatively impact its ability to obtain or retain required licenses and approvals in other jurisdictions. Any

such failure would decrease the geographic areas where the @aywperate 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 contracts and related matters. Because such
investigations frequently are conducted in secret, thegsneay not necessarily know of the existence of
an investigation in which it might be involved. Because the Group's reputation for integrity is an
important factor in its business dealings with lottery and other governmental agencies, a governmental
allegaion 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 regulatory authorities could have a material adverse
effect on the Group's results of operations, busirfasancial condition or prospects, including its ability

to retain existing contracts or to obtain new or renewal contracts. In addition, adverse publicity resulting
from any such proceedings could have a material adverse effect on the Group's repesatisrof
operations, business, financial condition or prospects.
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PREDICTABLE DEVELOPMENTS

Thefinancial crisis and the consequential economic downturn have caused substantial changes around the

world. Although some signs of recovery have recestigrged, the economic rebound has yet to
manifest its influence.

In 2009, governments around the globe supported a strategy of increased liquidity to ease credit
conditions and avoid further perturbations; these policies, which have proven to beeffadtie

financial markets, have left unresolved the issue of employment levels in several countries. In early 2010,

another wave of instability was created by developments in some European states that have severe
deficits, and which require a tight fineal discipline by governments.

Our industry has been, and continues to be, resilient to economic downturns. We were able to confirm
previous performance; due to the selective investment strategy implemented in recent years, we have
experienced continugwgrowth in revenue arEBITDA. It is worth noting that we serve many

customers around the world (mostly governments or goverarakéed entities) that are looking for
opportunities to grow their funding sources in times when tax income is substaetiaited, generating
severe budget shortfalls. In our traditional Italian market, many changes are taking place, with new
games being launched (both numerical games and VLT operations have been authorized), and new
licenses for instant lottery being awad] further positive opportunities for the Group may emerge in
other countries relative to the business model adopted by states to operate lotteries.

The Group has the needed resources, both in terms of capital andhémwowo play a leading role in ghi
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 inittaves already identified.

The Groupbés strategy is summarized as foll ows:
e Continue to accelerate sassiwre sales growth;
¢ Win new jurisdictions and bid for operator opportunities;
¢ Grow instant ticket printing capabilities;
¢ Roll ou new distribution platforms, focusing particularly on interactive channels; and
e Timely launchVLT program in ltaly, proposing its turnkey solutions to other concessionaires.
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LOTTOMATICA STOCK INFORMATION

SHAREHOLDING STRUCTURE
Based on most recefilings as ofFebruary 19 2010

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 3,346,190 treaswsityares, equal to about 1.945% of share capital.

Underwritten and paid up share capital as of Dece
172,015,373 ordinary shares with a nominal value
Aut hori zed shar e c¢ api, composecdohtB80,8567,821 drdinaryishaBed with & 7 , 8
nominal value of 01 each.

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

eeceeeeeeeeeeceeeceeeeeeeeeeececeeeeeeeeeeeeeeecee.

LOTTOMATICA STOCK PERFORMANCE FOR THE PERIOD ENDED DECEMBER 31, 2009

The average price of the stock for the twelve monthsendeeiPdcer 31, 2009 was U0Ul1l4. €
million shares were traded in 2009, with a daily exchange of approximately 752,047 shares.

Lottomaticabs capitalization was apip2r.odx ibmaltle loyn UnRa
capitalization, including @7 million shares issued but not listed until Feby®010)

(1)Appr oximately 11.47% of Medi obancads &x2lusivelyprHervethear e owner shi
conversion of certain Mandatory Exchangeable Basslied by UBI Banca International SA in 2009. Mediobanca has
relinquished all of the voting, administrative, beneficial and economic rights related to that 11.47% interest.
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BUSINESS OVERVIEW

The Group operates worldwide in the gaming market, proposing its range of products aftknow
according to the specific needs of each individual customer. The following is a descriptioGaf thes p 6 s
products and brands byh e Gr ou p 6 s pdemating segmenpsoltalianaOpdragionsy GTECH Lottery;
Gaming Solutions and GTECH G2

ITALIAN OPERATIONS SEGMENT

Since 1993, Lottomatica has been the sole concessionaire for the Italian Lotto game, a traditional game that
was played offine for centuries Lottomatica has gained substantial experience managing all the activities
along the lottery value chain, such as collecting wagers through its network, paying out prizes, managing all
accounting and other back office functions, running advertising omdgpion, operating data transmission
networks and processing centers, training staff, providing retailers with assistance and supplying materials for
the game.

Lottomatica operates both online lotteries and games, which are conducted through compyttaaeslin

which lottery or gaming terminals are connected to a central computer system and which are generally games
where players select their own numbers, such as Lotto, atidefbtteries, which are games involving

preprinted paper tickets and arat computerized (except for ticket distribution and validation purposes).

A list of Lottomati ca6ds Table hotteissreportons i n Il taly is set
Online Lottery

Lotto is a traditional game that was playedlafé for centuries and thatiginated roughly 500 years ago in

Genoa. In July 2006, Lottomatica introduced Lotto Istantaneo, a game that allows players an option to

participate in an instant draw game using the same numbers selected for the Lotto game.

As compensation for its manament of Lotto, Lottomatica receives a fee equal to a percentage of the amount
wagered.

Lottomatica is required to provide a performance bond in an amount equal to 0.3% of total wagers to the
Ammi ni strazione AutonoMddyYyguaManbpel pedfoBmanhoe(a6f
obligations pursuant to the Lotto concession.

Upon termination of the Lotto concession, Lottomatica is required to transfer, free of charge, to the AAMS

upon its request, ownership of the entire automated systerok velfiate to the operation of the Lotto game. A
similar requirement exists with respect to the termination of the other concessions as well.
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Instant and Traditional Lotteries

In October 2003, the Ministry of Economy and Finances granted to Consortgde.dtazionali, a consortium

63% owned by Lottomatica, the exclusive concession to opesiént andraditional Lotteries, which prior

to that time had been operated by AAMS. The remaining quotas of the consortium are held by Scientific
Gamednternatioral, Inc. (20%), Arianna 2001 S.p.A. (15%) and oth{@e%). The concession expires in

March 2010, with respect to traditional lotteries, and in May 2010, with respect to instant lotteries, unless such
terms are extended at the discretion ofABMS. Instant and traditional lotteries are available at 7800

pointsof sale (of which approximateB3,810are also Lotto points of sale), mainly consisting of tobacconists

but also at bars, motorway restaurants and newspaper stands. Thepat®P8ols and Other Paviutual

Betting and Services networks and terminals also support the instant and traditional lotteries, for which
Lottomatica provides a dedicated data processing center.

As compensation for its management of the traditionairstent lotteries, Lottomatica receives a fee equal to

a percentage of the amountwager@ds di scussed under ASignificant Busi
in an open and competitive tender for a new Scratch & Win concession in Italy, Consorzie INdtg2dnale

(a consortium in which Lottomatica owns 63%) made the only formal offer for a license to operate the national
instant lotteries in Italy.

Sports Betting

Following a competitive tender completed in the last quarter of 2006, Lottomaticadmeavirded a nen
exclusive concession by the AAMS to operate sports betimg)the right to operate sports betting over the
Internet.

Since 2007, Lottomatica has extended its presence in the sports betting market following several acquisitions
of domestic traditional sports betting operators. In particular, in 2008, Lottomatica acquired Totosi, the
leading Italian sports betting operator online, with the olgéptotectingits existing customer base and

acquiing newcustomerghrough the InternetOn the retail side, in 2009 Lottomatica entered the betting shop
market to acquire locations fully dedicated to betting locations so that its betting compstemeer all types

of locations and cater to all customer needs. The betting shop deplgtarenill be completedy the end

of the second quartef 201Q This has allowed Lottomatica to further strengthen its leadership position in the
Italian market. Ovall, in 2009 the Italian sports betting market reached moreléhéiilion and is stil

growing, in terms of licensed operators becoming second worldwide only to the United Kingdom market.

Lottomaticahas also been granted rights to operate horse betting.
Interactive

Starting at the end of December 2008, Lottomatica entered intoténactive business, providing poker-on
line and skill games such as board games, soft games and fantacalcio.
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Machine Gaming

Lottomatica was granted, in July 2004, a license by the AAMS to activate and operate a network in Italy that
links amusement ahentertainment machines installed in outlets consisting of barssdit&etting halls,
tobacconists and hotels to a central system. Lottomatica has agreements with approsdthapeyators

who have connected to approximaté8/000machines

In October 2009, Lottomatica applied to th&MS to purchaseup to 10,761 VLT rights in Italyand made a
nonrefundable payment representing 50% of the total cost of such VLT.rightthe end ofApril 2010,

Lottomatica may elect to reduce the total number of VLT rights that it intends to purchase and if it does not

make such an election, the payment for the remaining 50% of such VLTisigltson June 30, 2010As a

result of the purchase of the VL'Ti g ht s, Lottomaticabs | iicertandeduntio oper
2019.

Commercial Services

Leveraging its distribution network and transaction processing experience, Lottomatica offessl ingé
transaction processing of ndwttery commercial transactions such as prepaid cellular telephone recharges, bill
payments, electronic tax payments, utility payments and-teaédd programs.

Commercial Serviced.ottomaticadistributes services for commercial operators including electropiap
services for prepaid mobile and fixéide telephone accounts, ticketing for sporting and musical events, and
collects payments from endsers for which it retains a fee.

Payment Serviced.ottomaticaprovides collection and payment services irylfar the payment of utility
bills, local fines and duties and also collects payments due on behalf of creditors.

Processing Serviced.ottomatica provides a processing and network service on behalf of third parties, without
collecting amounts due. Theost important of these services are telephoneaipspand digital Terrestrial TV
cards, payment of car road taxes, fidelity card services and stamp duties services.

In Italy, Lottomat i c a 06 s66,876poimsofcsaes(including apmxinkatelg26,08p r i s e s
pointsof sale where Lottomatica provides oplpcessingervices for thirdparties andibout40,791which

overlap with Lotto points of sal€omprised ofobacconists, bars, petrol stations, newspaper stands and

motorway restaurants. Lottomatica has du@2,240POSterminals installed at these locations and
approximately32,000Lis Printers installed at tobacconists. The Lis Printer is a proprietargadediterminal

for printing stamp duties. Al'l services are provid
(other than car road tax processing, which continues to be handled through the Lotto terminals). Not all points

of sale with a POS terinal offer all services provided by Lottomatica in Italy.
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GTECH LOTTERY SEGMENT

GTECH delivers value added services and technology solutions to its customers worldwide. As a global leader
in the online lottery business, GTECH is a full service techyyop@mrtner catering to all of the systems and

support needs of online lottery operators worldwide. GTECH also operates several lotteries in the Caribbean
through its LILHCo subsidiaryGTECH provides instant ticket management systems to securely djperate

instant ticket programs of more than 40 lottery jurisdictions. Although most lotteries look to GTECH for

online transaction processing of instant tick®§ECH entered into the instant ticket printimgsinessn 2007

and continues to grow that busgs through its subsidiary GTECH Printing Corporation. GTECH provides
complete gaming systems technology to governrapahsored machine gamiagnues. GTECH also

operates ithe high growth interactive gaming and sports betting segments of the globaggaarket

CONTRACT AWARD PROCESS

In the United States, lottery authorities generally commence the contract award process by iespiegt for

proposals from various lottery vendors. The request for proposals usually indicates certain requirements

specific to the jurisdiction, such as the number of terminals and breadth of services desired, the particular

games which will be required, particular pricing mechanisms, the experience required of the vendor and the
amount of any performance bonds thatstbe furnished. After the bids have been evaluated and a particular
vendor 6s bid has been accepted, the | ottery author.i
detailed terms. Once the contract has been finalized, the vendor begstaltdhie lottery system.

GTECHOG6s marketing efforts f or intolweskenmtniaeageymenpim oduct s
addition to its professional marketing staff. These efforts consist primarily of marketing presentations to the
lottery auhorities of jurisdictions in which requests for proposals have been issued.

Mar keting of GTECHOG6s | ottery products and services
performed in conjunction with licensees and consultants with whom &TdeGtracts for representation in

specific market areas. Although generally neither a condition of their contracts with GTECH nor a condition

of their contracts with lottery authorities, such licensees and consultants often agree with GTECH to provide
on-site services after installation of the online lottery system.

After the expiration of the initial or extended contract term, a lottery authority in the United States generally
may either seek to negotiate further extensions or commence a new compietiting process.

Internationally, lottery authorities do not typically utilize as formal a bidding process, but rather negotiate
proposals with one or more potential vendors.

From time to time, there are challenges or other proceedings relating toattutnavof the lottery contracts.

GTECHO6S LOTTERY CONTRACTS

GTECH serves online government sponsored lotteries under facilities management or product sales contractual
arrangements which are described in more detail below.
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Facilities ManagementContracts

GTECHOs Facilities Management Contracts typically r
lottery system for an initial term, which is typically at least five to seven years, and usually contain options
permitting the lottery authrity to extend the contract under the same terms and conditions for one or more
additional periods, generally ranging from one to f
renegotiate extensions on different terms and conditions.

G T E C Hévenues under Facilities Management Contracts are generally a variable amount of monthly or

weekly service fees which are paid to GTECH directly from the lottery authority based on a percentage of such

|l otteryds gross onl i reeelchlotdry ticketsdlea within & givenkuastictienasl e s . T
determined by many factors, including population de
the number of terminals, the size arkdaingfefforsqnde¢hacy of
length of time the online lottery system has been in operation.

Under GTECHGO6s Facilities Management Contracts, GTEC
provides its customers with the services necessary to opathteamage the lottery system. GTECH installs

and commences operations of a lottery system after being awarded a Facilities Management Contract and,
followingthestarup of the | ottery system, GTECH is nsesponsi
GTECH typically operates lottery systems in each jurisdiction on a-aland basis through the installation of

two or more dedicated central computer systems, although in a few instances several jurisdictions share the

same central system. In adalit, in most jurisdictions GTECH employs a work force consisting of a site

director, marketing personnel, computer operators, communications specialists and customer service
representatives who service and maintain most aspects of the system.

Undercertai of GTECHG6s Facilities Management Contracts t
GTECHOGs | ottery system (including the central syste
during the contract term at a predetermined price, whichltslated so that it exceeds the net book value of

the | ottery system at the time the right is exercis
the | ottery authority trelatea eqgipmienmt &d software égrite erm@fitieCHO s s
contract or upon the expiration or earlier termination of the contract, in some cases (i.e., were GTECH to
materially breach or be unable to perform under certain circumstances) without paying GTECH any

compensation related tothe tramsfeof t hat equi pment and software to t
any, with respect to the continued operation of a lottery system in the event of the exercise of such a purchase
option generally is not specified in such contracts and thus vbeusdibject to negotiation. Under many of

GTECHOG6s Facilities Management Contract s, the | otter
install additional terminals and/or add new lottery games. Such installations may require significant
expendi ur es by GTECH. However, since GTECHO&s revenues

level of lottery ticket sales, such expenditures have generally been recovered through the revenues generated
by the additional equipment or games and revenoes éxisting equipment.

Under a number of GTECHOGs |l ottery contract s, in add
systems in these jurisdictions, GTECH is providing a wide range of support services and equipment for the

| ot t e rnytidket gamess duch as marketing, distribution and automation of validation, inventory and
accounting systems, for which GTECH receives fees based upon a percentage of the salestmkietstant

games.

A |ist of GTECHO®G6s F aciislsetforiherfabl®2ohtlEisgepante nt Contract s
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Product Sales Contracts

Under Product Sales Contracts, GTECH constructs, sells, delivers and installs turnkey lottery systems or
lottery equipment and licenses the computer software for a fixed price, andehgdothority subsequently
operates the lottery system. GTECH also sells additional terminals and central computers to expand existing
systems and/or replace existing equipment under Product Sales Contracts.

I n connection with GaBGGIBCH géneralyddesighs ths lattery systetotrainsrthe
|l ottery authorityés personnel and provides other se
GTECH also generally licenses its software to its customers for a fixed additianal fee

Historically, product sales revenues have been derived from the installation of new online lottery systems,
installation of new software and the sale of lottery terminals and equipment in connection with the expansion
of existing lottery systems. Th&e and timing of these transactions at times have resulted in variability in
product sales revenues frgrariodto period

A list of GTECHG6s direct or 8hawipurchasdd (ochave digeeadda s t ha't
purchase) from GTECH newnbine lottery systems, software and/or terminals and equipment in connection
with the expansion or replacement of existing lottery systems is set fofidbodm 3 of this report.

ONLINE PRODUCTS AND SERVICES

A Suite of Solutions for LotteriesWorldwide

GTECHOG6s | ottery systems consist of lottery terminal
software, and communications equipment which connect the terminals and the central computer systems. The
syst emsd typicalinlocated irshighraffie retail outlets, such as newsstands, convenience stores,

food stores, tobacco shops and liquor stofeS. ECH®& s b r od sblut®ns enaliless ta sapport

lotteries at every stage of their development, fromthesenwalt -digd ar ¢ a fully matured

Terminals. GTECH designs, manufactures and provides the jpbisaile terminals used in its online lottery
Systems. GTECHOGs first mod &ihcethenrGnEQHdds slevelopedan i nt r od
entire suite ofindustryleading flexible retail solutions that support the wide range of retailer needs across a

variety of retail trade channel3his includes a family of clerkperated terminals, player sskrvice

terminals including instant tickeending machines (ITVMs) and haheéld terminals, to support each unique

| ottery sales environment. A | Table 40bthisrapdtECHO s | TV M

Software. GTECHdesigns and provides, or licenses from third parties, all apiplsasolutions for its lottery
syst ems. GTECHO6s highly sophisticated and speciald@
characteristics: rapid processimtprage and retrieval of transaction data in high volumes and in multiple
applicationsthe ability to dowdine load (i.e., to reprogram the lottery terminals from the central computer
installaton via the communications system to add new gaandsther solutior)sa high degree afecurity
and redundancy to guard against unauthorized access and tampering and to ensure continued operations
without data | oss; and a comprehensive management i
Series has an open architecture that iebvels settheindustry standard for the development, deployment,
integration and support of negéneration online lottery solutions, including those which permit sales of
lottery products via secure infrastructure over the Internet, without compronfisiingegrity of the games.
The open system architecture of the Enterprise Series allows lotteries to upgrade their systems, and integrate a
broad spectrum of thirgarty hardware and software solutions to achieve greater performance.
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Central Computers. Each of GTECHOs | ottery systems contains o
the | ottery terminals are c¢onnemimailgdmanufaGiréd GBM s cent r
Corporation andHewlettPackard Company. The specificationstfoe configuration of its central computer

installations are designed to provide continuous availability, a high throughput rate and maximum security.

Central computer installations typically include: redundant mainframe computers, various periphegal devic

(such as magnetic storage devices, management terminals and hard copy printers), and various safety,
environmental control and security subsystems (including-bpgdower supplies), which are all

manufactured by third parties, and a microcomphbgeredcommunication and switchinsubsystem. In

addition, GTECHsupplies management information systems that provide lottery personnel access to important
financial and operational data without compromising the security of the online system. Based upon the
development of its Enterprise Series, GTECH is able to integrate qualified third party software applications.

Communications. GTECH®& s | ot fre typjcally conmnesiedht@thescentral computer installations by
dedicated communications channels. Buthe varying nature of telecommunications services available in
lottery jurisdictions, GTECH has developed the capability to utilize and interface with a wide range of
communications technologies to provideehable and secumata communications patiay between the

lottery terminals and the central computef$ese technologiesclude: VSAT, GPRS, CDMA, EDGE,

EVDO, DSL, Frame Relay, Cable, ATM, MPLS and FIO&ccording to industry sources thal BCH

regards as reliable, GTEQBlalsothe largessingle enterprise user of satellite technologygdoint-of-sale
devicesn the world

Games. An important factor in maintaining and increasing public interest in lottery games is the development
of innovative and compelling new game content. In conjanctiith lottery authorities, GTECH utilizes

principles of demographics, sociology, psychology, mathematics and computer technologgnto desi
customized lottery games which are intended to appeal to the populations served by its lottery systems. The
principal characteristics of game design include: frequency of drawing, size of pool, cost per play and setting
of appropriate odds. GTECH believes that its expertise in game design has enhanced the marketing of its
lottery systems and has contributed to insesain the revenues of many of its customers. GTE&@rently

has a substantial number of variations of lottery games in its software library and new games under
devel opment . GTECH believes that this gatedbyitsi br ary
professionals since its inception make it possible for GTECH to meet the requirements of its customers for
specifically tailored games on a timely and comprehensive basis.

Marketing. In Facilities Managemenrisdictions in which GTECH has been awarded a lottery contract,
GTECH is frequently asked to assist the lottery authority in the marketing of lottery games to the public.
Because GTECH revenueaderFacilities Management Contracts are based onapge@eme of t he | ot |
gross online and/or instant ticket sales, the value
revenue for both GTECH and the lottery. The full breadth of marketing expertise and services are offered to
support lottey efforts. Marketing assistance generally includes:
e Game Portfolio Management
Business Development
Marketing Development
Sales Development
Corporate Social Responsibility
Professional/Consulting Services
Retailer terminal distribution and optimizationcih udi ng ut il i zati on of GTECE
computerized marketing analysis system used to determine optimal placement ofdotterglsin
retail locations
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e Market Research, including Focus Group Testing of new games and products, primary and secondary
research studies, Annual Worldwide Player Survey, and Annual Customer Satisfaction Survey
¢ Retail Expansion and Development.

INSTANT TICKET PRINTING BUSINESS

GTECH Printing Corporation (GPC) is a rapidly growing and technologically advanced instant game

supplier. GPC has 43 customers worldwide. GPC also currently engppgaximatelyl30 employees. As

an endto-end provider of instant tickets and related services, GPC specializes isttdelifeery of high

guality instant ticket games. Wi th the industryobos |
commitment to customer service, GPC seeks to provide customers with instant tickets as well as development

of initial marketingplans throughout the processes of entire graphic design, programming, production,

packaging, shipping and delivery.

The Facility & Press

GTECH Printing Corporation has invested over $45 million to create the most advanced instant game facility

in the world. The facility is located in Lakeland, Florida, with access to all major highways and international
shipping ports in Florida. GPCO0s Gallus press is ca
billion tickets annually. GTECH Printinigas the capacity to package 90 million tickets per day. Engineered

for maximum production flexibility, precision, security and speed, the new press features 22 individually
servacontrolled stations for high quality registration, color control, and béireco i ma gi n-the GPCo6s i |
finishing technology is a mulfppurpose system that aims to improve efficiency, enhances design capabilities,

and allows for new games ideas to be entered into the market.

GPC also has a backup facility located in Plant Citgriefh. With these two facilities, GTECH Printing now
has approximately 20% of the worldbs instant game p

Instant tickets are sold at numerous types of retail outlets but most successfully in grocery and convenience
stores. GTECH anticipas that new methods of distribution and game play including Intbasetd

promotions and games will provide additional growth opportunif@svernment sponsored lotteries grant

printing contracts on both an exclusive and-e&nlusive basis where theeetypically one primary vendor

and one or more secondary vendors. A primary contract permits the vendor to supply the majority of the

|l otterybés ticket printing needs and includes the co
production and shipment. It also typically includes marketing and research support. A primary printing

contract can also include any or all of the following services: warehousing, distribution, telemarketing, and
sales/field support. A secondary printing corttiacludes providing back up printing services and alternate

product sources. It may or may not include a guarantee of a minimum or maximum number of games.

Instant ticket contracts are priced on a percent of instant ticket sales or on a pricelpssisiand generally
range from 5 years with extension opportunities.
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GAMING SOLUTIONS SEGMENT

The Groupbds Gami ng Sol providessolwions grafdues and sewvipes related ¢os/idea n d
lottery terminals (VLTs) and associated systems for the government sponsored and commercial gaming

markets. Th&aming Solutionsegment s t he wor |l dés | eading provider of
sponsored machagaming programs and is a single source provider for online central systems, system design,
jackpot and bonuisg solutionsterminals and gameontent Gaming Solutionss typically compensated

eitheron a Aparti ci p theGrauprataindtiaeditie o theyégaipmertt and receives a percentage

of sales or finet wino per ma théGroupgecaves apuichase ppcefoduct s
the equipment.

The Gaming Solutions segment includes the Atronic grougading international provider of gaming

machines, systems and gapnwntent to commercial gaming operators in Europe, Asia and Latin America, and
Spielo, a global leader in the video lottery markets focused on North America and Europe with an emerging
presace in the U.S. commercial gaming markets. Both companies benefit from the increasing convergence of
the global gaming spaces as they pursue the integration of their technology and content competencies.

GTECH G2 SEGMENT

Since the mid bekBmobiding ceffainEustbmets avith sports betting technology solutions.
Since2002 GTECH has been delivering interactive solutions that allow its lottery customers to provide
Internet, mobile and interactiwigital television access by theitayers

In 2007 GTECH acquireti00% ofFinsoft Limited(a leading sports betting technology provider in Eurppe)
and in 2008 acquiredpproximately87.4%% of Boss Media AB and its subsidiarigsprovider of digital
gaming software and services for pokerjmagnd bingo)and90% of St. Enodoc, the parent of St. Minyar
Gibraltarbased operator of whidabel gaming servicgsCollectively, these subsidiaries foGTECH G2,
which providesdigitally-distributed, multichannel gaming entertainment produantsl services, including
sports betting, lottery, bingo, poker, casino games and quick games, as well as retail solutionsrfar real
transaction processing and information systems in the dpetting market

GTECHGZ2 has ovei700 employees in Europe and Asidhe segmentas over 150 gaming or media

customers operating under license in various European jurisdictions. The business model varies by product but
is broadly a fixed upfront and recurring licenses fee for sports bé&ttthgology, which varies by size

(number of CPUs/Web Servers, seats per call center and retail POS), software integration and support fees (per
diem). For games, online casino, poker andterehd sports book trading/risk management services, a

revenue kare based on the Gross Gaming Yield (or GGY) is charged to the gaming operator/media company.

GTECH G2operates 4 poker networks in Europe with over 100,000 persons playing on these networks each

day. It has 32 sports betting customers and over 50 bingg t o mer s on E ubmgopetwdrk. t hi r d
I'ts online casi no c u Shilomterough85h milliod Wageats im208r Ehe casinen 0 3.
and games suite has also been leveraged to support leading server based machine gaming software, currently
operating on more tha)000 gaming machines in Central and Eastern Europe.
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ENVIRONMENTAL COMMITMENTS

Lottomati cads mmimentgiml@lyne nt Com

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

environmental impact. Neverthelegbe Company recognizes the importance of supporting efforts on

environmental issues together with thoseadlry undertaken in other areas 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 ofties astyi

product s. The Groupbs programs are primarily relat
of the workforce is concentrated, but its commitments are relevant to all locations worldwide.

The Environmental Initiatives of Lottonz

In early 2009 Lottomatica identified the main impacts of its 2008 activities and those areas in which to focus in
developing the environmental policy. On the basis of findings from this phase of analysis and preliminary
evaluation, it is in theourse of defining its environmental policy and a plan of action for the mitigation and
safeguarding of the environment.

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

The Identification of Impacts

The main environment al i mpacts of Lott omanategah 6s act
energy consumption and transport of persons and goods. The company is also responsible for consumption of
water resources and for waste generation. These impacts are due to the activities of corporate offices, to play
slips and other printingéci vi ti es by Lottomaticads subsidiary PCC
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 iisoemental commitment during

2009.

Knowing and Managing

e Structuring an efficient and reliable process for collecting and analyzing environmental data

Reducing the Impacts

Efficient use of office paper and choice of ecological paper
Increasing waste collection in the offices

Introduction of rulegor the efficient use of electricity

Purchase of a share of energy from renewable energy sources

Involvement and Awareness

e Spread of best practices for an environmentally friendly effic

e Information on the environment al i mpacts of

¢ Reduction of C@emissions: compensation of CO2 emissions generated by production of the
Lotto Game play slips through reforestation activities in a national park, according to the
principles of Kyoto Protocol

GTECHO6s 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 strives to improve its environmental goals.

GuidingPrinciples
GTECH Corporation is committed to:

e Conducting our operations in a manner that protects the environment, our employees and our
neighbors.

e Complying with all laws, regulations and permits applicable to our products and operations, and with
ourown more stringent standards whenever necessary to implement this policy.

e Applying continual improvement and pollution prevention principles to-effsttively reduce the
environmental impacts of our manufacturing processes and of our products.
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e Establiding and regularly reviewing environmental objectives and targets.
¢ Making available to the public the environmental performance of our operations.

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

e Continuing GTECH6s compliance with the ROHS ( Res
implemented by the European Parliament and Council Directive on the Restrictions of the Use of
Certain Hazardous Substances in Electrical and ElectronipiBguat (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

A Complement the Waste Electrical and Electronic Equipment (WEEE) Directive
(2002/96/EC).

In 2008, GTECH implemented a new corporate initiative named "GREEN: A GTECH Pledge", with the
straightforward and simple mission statemdiathelp reduce waste and protect the environmehis

program is intended to promote environmentéilgndly habts at all GTECH sites and subsidiaries

worldwide, and is undertaking to increase awareness by its employees on the best practices of energy saving
and resource conservation, recycling procedures and overall protection of the environment. GTECH created a
"Green Committee" comprised of employees who will continually look for ways to save energy and promote
environmental responsibility.

In its Rhode Island facilities, the environmental measures that have been taken by GTECH include the
following:

¢ Recyclingof white paper and cardboard; hardware in information technology and in manufacturing;
metals and cardboard in the production process; lamps and fluorescent tubes; grease; bottles and cans;
and batteries;

¢ Reduction of trash sent to landfill by 8% as coregan 2008;

¢ Intelligent management of market fluctuations when purchasing energy used at its premises;

Elimination of all Styrofoam products at its cafes, including ceasing use of disposable and paper

beverage cups and replacement of them with recycladnleéeusable mugs;

Reducing paper usage by programming all copy machines to print documentssidete

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

Distributing information to new employees via electronic media, as oppogeger handouts;

Installing timers to shut down higgnergy use areas overnight;

Applying automatic energy conservation settings to company desktop computers; application to laptop

computers still in testing phase, but anticipated rollout in 2010;

e Partneing with local recyclers to collect and recycle used personal and business computers and
electronics;

¢ Installation of a secure bike rack to encourage employee commuting by bicycle/scooter; and

¢ A GREENovation Contest that offered rewards to GTECH emp#of@dnnovative ideas
implemented as part of the GREEN GTECH pledge.

49



LQTTOMAIICA

— GROUP ———

2009 Annual Report

In building new facilities, GTECH has sought to use energy saving lighting systems, air conditioning plants,
electrical circuits and materials with a high energy efficiency factemdtv Data Processing Center in West
Greenwich, Rhode Island was designed according to these parameters.

GTECHG6s manufacturing facilities comply with all/l ap
not generate any harmful waste, whethemical or in the air. Further, GTECH has converted from non
biodegradable bubble wrap and Styrofoam peanuts to biodegradable packaging material for shipment of certain
equipment such as spare parts.

GTECHOGs instant ticket fngConporationdGPE) UsesilD% wecyclaple gade CH P
none of which are designated as hazardous waste. lts printing facility exceeds the compliance of all state and
federal air and water regulatory bodies, and its primary and backup facilities do notgéissamaprocess

liquids. GPC has:

¢ Eliminated the use of all solvent based overprint inks with the conversion tehaatat 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;

¢ Replaced all solvertased security seal and release varnishes witltlgble systems;

¢ Replaced its solveriiased plate making system with andadjital process; and

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

As a result, GPC has reduced its Volatile Organic Compounds (VOC) emissions to less than 20% of the

current maximum operating limit allowed, and in fact has redlitseemitted VOCs even further with the
development of a water based black scratch off system.
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SIGNIFICANT CONTRACT DEVELOPMENTS

Developments During 2009

In March 2009, GTECH entered into a contract amendment with the Tennessee EducatioiChapiargtion
to continue providing online lottery technology, as well as newsselfice products and related services, for
an additional four (4) year period, commencing in April 2011.

In March 2009, GTECH signed a three year contract extension to wendirprovide online lottery
technology, as well as additional seHrvice and multimedia products, for the Minnesota Lottery. GTECH
expects to commence receiving revenues under the contract extension in February 2013.

In April 2009, GTECH announced thiahad been chosen by the Arizona Lottery to provide a new instant
ticket product management and distribution sysd@airelated services. The five year contract, which
followed a competitive procurement, commenced in January 2010 and provides &orefixear extension
options.

In May 2009, following a competitive procurement, GTECH entered into a contract with Société de la Loterie
de la Suisse Romande for the implementation of a comprehensive interactive gaming platform. GTECH will
also provide dur (4) years of ongoing support services.

I n May 2009, GTECHOG6Gs subsidiary, GTECH Printing Cor
instant ticket printing services contract with the Massachusetts State Lottery Commission. The conthact, whic
followed a competitive procurement, has two-gear extension options.

In June 2009, following a competitive procurement, GTECH signed a-geaeiintegrated services contract

with the New York Lottery to provide new online lottery solutions and services. The Lottery has the option to
extend the contract for an additionlatde yearsFinal approval was granted in September 20B9ECH

expects to commence receiving revenues under the contract in June 2010.

In June 2009, GTECH Printing Corporation announced that the Arizona Lottery had chosen it for instant ticket
printing services. The five (5) year contract, which followed a competitive procurement provides for five one
year extension options.

In July 2009 GTECH Printing Corporation entered into a contract with Loteria Nacional de Nicaragua for
instant ticket printig services. The two (2) year contract followed a competitive procurement.

In July 2009, GTECH entered into a contract amendment with the Wisconsin Lottery to continue providing
online lottery technology and services for an additional two (2) yeardoeniding in June 2013.

In August 2009, GTECH entered into a contract with the North Carolina Education Lottery to continue

providing online lottery technology and services, as well as new products, for an additional four (4) year period
ending in March 207.
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In September 2009, GTECH entered into a contract
providing online lottery technology and ongoing services, as well as negeseife products and software
enhancements, for an additional four (4) yeenod ending idune2016.

In September 2009, GTECH entered into a contract amendment with the Oregon State Lottery to continue
providing video lottery central system technology and services for an additional two (2) year period ending in
October 2012.

In October 2009, GTECH entered into a contract amendment with the California Lottery to continue to provide

gaming system equipment and related services for an additional one (1) year period ending in October 2014, as

well as new messaging devices and eckd player services.

In October 2009, GTECH entered into a contract amendment with the Arizona Lottery to continue providing
online lottery technology and ongoing services for an additional three (3) year period ending in August 2014.

In October 2009, GECH Gl obal Lottery SLU and Spainds | eadi
entered into a contract with Organizacion Nacional de Ciegos de Espana (ONCE) to protaerehbbttery
technology, marketing services, logistics and retaileri@es\for a complementary retailer network. The joint
venture created by GTECH and Logista was awarded a-yealticontract following a competitive

procurement. The contract, which is subject to positive verification of related game regulation moakficati

by the Protectorate Board, the government administrative body that supervises relevant acts of ONCE, will
continue through December 2020.

In October 2009, following a competitive procurement, GTECH signed a contract to provide the Atlantic

Lottery Coporation in Canada witB,0000l MAGI NEE online |l ottery terminals

technology

In October 2009, Lottomaticad6s subsidiary, Spielo

S.p.A. in ltaly to provide a new servleased gamig central system, retailer terminals, several thousand video
lottery terminals (VLTs), game content and services, under a-yaaltiagreement. Operations are expected
to commence itthe first half of 2010

In November 2009, GTECH Printing Corporation was selected to provide instant ticket services to TIPOS
national lottery company, ais.the Slovak Republic. The ten year contract commenced in November and was
the result of a competitive procurement. Thatract has unlimited options for extensions.

In November 2009, Spielo Manufacturing ULC signed a seven year extension of its current video lottery
terminal (VLT) participation agreement with the New York Lottery. The contract extension will commence on
January 1, 2011 and will run through December 31, 2017.

In November 2009, GTECH Printing Corporation was awarded a two year instant ticket printing services
contract with the Wisconsin Lottery. The contract, which is the result of a competitive preatirem
commenced in November 2009. In addition to the initial two year term, the contract has thyearanetual
contract extensions.
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In November 2009, GTECH signed a fiyear and fivemonth contract with the Maryland State Lottery

Commission tesupply, operate and support the central system that will monitor as many as 15,000 video

|l ottery terminals at up to five casinos as part of
a competitive procurement, was approved by the Mady&tate Lottery Commission, the Maryland

Department of Information Technology and, in January 2010, by the Maryland Board of Public Works, thus
finalizing the agreement. The central system is expected to be operationalt®@1@idThe contract includes

the potential for a fiverear extension.

In December 2009, GTECH signed a three year contract extension to provide additional lottery terminals and
services to Boldt Gaming SA, which in turn will provide such products and services to Instituto Pr@éncial
Loterias Y Casinos (IPLC) of the Province of Buenos Aires in Argentina. The contract between IPLC and
Boldt Gaming, and the contract between Boldt Gaming and GTECH, have been extended through November
2012.

In December 2009, GTECH signed a contractamd me nt wi t h Washingtonds Lotte
GTECHOGs |Iseetrevsitcesdlofttery vending machi ne, Gemi ni E, F
devices and multimedia technology. GTECH expects to complete the installation of the egbipmen

November 2010.
Developments After the Close of 2009

In January 2010, GTECH signed a fiyear contract extension with SAZKA, a.s., the operator of lottery and
betting games in the Czech Republic, to continue providing online lottery products\dndssers well as

install and operate a new-tBlecommunications network. The contract extension will commence on January
1, 2018.

In February 2010, Lottomatica announced that GTECH Printing Corporation was chosen as the primary instant
ticket vendor fo the New Mexico Lottery. The contract award was the result of a competitive procurement

and is anticipated to commence in March 2010. The term of the proposed contract will be four (4) years with
four (4) oneyear extension options available.
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Table 1 Italian Concessions

The table below sets fortho t t o mltalian €oacéssions as Biecember 31200.

Holder Purpose Date of Date of Expiration of Current Extensior
Commencemen CurrentContract Options
of Current
Contract
Lottomatica Activation and operation of March 1993 June 2016 Not renewable
Group the network for the Lotto
S.p.A. Game

Consorzio Operation of the National October 2003 March 14, 2010 for Renewable
Lotterie Lotteries for instant and lotteries with periodic
Nazionali  periodicdrawings drawingsi May 30,

2010 for lotteries with

instant drawings

Consorzio Experimental Operation as November 2006 October 2009 Not Applicable
Lotterie central operatoi of the on
Nazionali line Scratch and Win

Lotteries
Lottomatica Activation and operation of July 2004 October 2010 Renewable only
Videolot the network for the telemati for 1year at
ReteS.p.A. operation of legalized AAMS discretion

amusement with pre
machine (Video Lotteries)

Lottomatica Activation and operation of March 2007 June 2016 Not renewable
Scommesse the network for sports
Sl gaming, toto betting and

sports betting, operad

through interactive channel

also for the operation of

Skill GamesNo. 4032

Lottomatica Activation and operation of March 2007 June 2016 Not renewable
Scommesse the new horse gaming, totc
Sl betting and horse betting

No. 4313
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Holder Purpose Date of Date of Expiration of Current Extensior
Commencemen Current Contract Options

of Current
Contract

Lottomatica Activation and operation of August 2009  June 2016 Not renewable.

Scommesse the new horse gaming, toto

Sl betting and horse betting.

No. 4803

Lottomatica Activation andoperation of March 2009 June 2012 Not renewable.

Scommesse sports betting. Seventeen (only no. 3146)

S.rl. concessiors May 2009

December 2009
(only no. 3302)

Lottomatica Activation and operation of May 2009 June 2012 Not renewable.
Scommesse horse betting. Seven December 2009
S.rl. concessioris (only no. 1612)
Toto Activation and operationf January 2007  June 2012 Not renewable
Carovigno horse betting. Concession
S.p.A. No. 1100
Toto Activation and operation of April and June 2012 Not renewable
Carovigno sports betting.Two August 2007
S.p.A. concession®
L.S. ALPHA Activation and operation of November and June 2012 Not renewable
Sr.l. horse betting.Seven December 2008

concession’
L.S. ALPHA Activation and operation of November 2008 June 2012 Not renewable
Sl sports betting.Nine

concession?

LABET S.r.l. Activation and operation of June 2009 June 2016 Not renewable.
the network for sports
betting, toto betting and
sports betting, operated
throughinteractive channel
also for the operation of
Skill Games. No. 4113
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Holder Purpose Date of Date of Expiration of Current Extensior
Commencemen Current Contract Options
of Current
Contract
LABET S.r.l. Activation and operation of June 2009 June 2012 Not renewable.
horse betting. One
concession.
LABET S.r.l. Activation and operation of June 2009 June 2012 Not renewable.

sports betting. Seventeen
concessions.

! Reflects the date upon which the contract became effective.

2 Reflects extensions available to the governmental authority under the same terms as the current contract.

3 As discussed in Notg9to the Ndes to the Consolidated Financial Statements concerning litigation, the indicated
expiration date is under dispute with AAMS.

‘Concessios no. 3146, 3155, 3165, 316,80, 3184, 3192, 3199, 3264, 3480, 3674, 3672, 3705, 3732, 3733, 3742 and
3302.

*Conces®ns no. 1038, 1045, 1055, 1056, 1058, 1062, 1239 and 1612.

¢ Concessions no. 3067 and no. 3673 also through interactive channel.

‘Concessions no. 1014, 1089, 1095, 1101, 1106, 1120 and 1191.

& Concessions no. 3173, 3413, 3414, 3416, 3475, 3558, 3559a86%751.

°Concession no. 1531.

*Concessions no. 3064, 3065, 3066, 3103, 3119, 3167, 3504, 3514, 3515, 3516, 3517, 3519, 3520, 3521, 3522, 3523 and
3621.
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Unless otherwise indicated, the table below sets theahottery authorities with which GTECH had
Facilities Management Contracts as of December 319 0Qhe installation and operation of lottery
systemsand as to which GTECH is the sole supplier of central computers and terminals and material

services.The table also sets forth information regarding the term of each contract and, as of December

31, 200, the approximate number of terminals installed in each jurisdiction.

Jurisdiction
United States:

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

New Jersey
New York (5)
North Carolina
Oregon (6)
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 Curreni Extension

Contract Term

2,700
21,400
600
13,700
8,800
7,300
1,900
2,800
2,800
11,100
3,100
4,600

6,100
16,400
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
January2009
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 204
October 204
November 200
March 2011
September 2013
October 2010
June 2018
June 2011
June 2010
January 205
February 20
June 2012

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

June2016

June 2014
June 202 (7)

May 2017

Options**

2 oneyear
©)

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
-Loteria National
Sociedad del
Estado (8)
-Boldt 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.

Czech Republic
- SAZKA

Dominican
Republic

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

Approximate
Number of Lottery
Terminals Installed (1 Current Contract*

Date of

LQTTOMAIICA

50

900

4,300

240

2,600

2,180

188

5,000
3,000

7,000

1,000

September 1996

November 1993

November 1999

June 2005

2009 Annual Report
Date of Current
Commencement of Expiration of Current Extension
Contract Term Options**
September 2016
January2010
November 2012
June 2023
Automatic

September 2008

February2004

July 2005

December 1999
March 2007

October 1992

August 2008

August 2016

December 2015

December 2015

January 2011
September 2012

December 2017 (10

August 2028

annual renewal

Up to 24 months

Automatic 3 one
year

1 five-year
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Jurisdiction

Ireland
-An Post
Lottery Company

Jamaica
-Supreme
Ventures Limited

Luxembourg
-Loterie
Nationale (11)

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
-TIPOSa.s.

Approximate
Number of Lottery
Terminals Installed (1 Current Contract*

Date of

LQTTOMAIICA

— GROUP ———

Date of

2009 Annual Report

Current

Commencement of Expiration of Current Extension

Contract Term

3,700

1,100

530

9,400

2,000

3,500 (12)

11,700

2,250

June 2002

November 2000

June 2001

September 2005

August 1999

November 2008

May 2001

March 1996

December 2011

January 2016

October 2012

September 2012

August 2010

December 2016 @

December 2011

December 203

Options**

1 two-year

Two year
extension option

10 years (12)

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

St. Maarten
-LILHCo

Taiwan
- Taiwan Sport
Lottery Corp. (5)

Trinidad &
Tobago
-National
Lotteries Control
Board

Turkey

-Turkish
National Lottery
(16)

United Kingdom
- The National
Lottery (17)

U.S. Virgin
Islands
-LILHCo

45

47

900

800

4,070

29,000

70

April 1996

February 2004 @)

September 2007

April 2008

December 1993

February 1996

February 2009

December 2001

April 2016

February 2014 @)

September 2017

DecembeR013

September 2011

(16)

January 209

December 2011

1 tenyear (B)

1 tenyear (4)

(16)

2 five-year

* Reflects the date upon which the contilaetame effective.

**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) Total does not include instatitket validation terminals or instant ticket vendimachines.

(2) GTECH and the Arizona Lottery entered into a separate contract effective January 10, 2010 for
the provision of an instant ticket management and distribution system and related services. The
agreenent will be for a 5 year term with 5 oear extension options.
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(3)
(4)
()

(6)

(7)

(8)
(9)
(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)
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At the end of the final extension option period, the contract will remain in effect under the same
terms and conditions until either party provides at legsta2s notice of terminann.

Operated by Lottery Technology Enterprises, a joint venture in which GTECH has a 1%

interest, and to which GTECH supplies lottery goods and services.

In June 2009, GTECH executed a new integrated services contract with the New York Lottery
to provide new online lottery solutions and services. Final approval was granted in September
2009. System conversion under the new contract is expected to occur in June 2010. The term
of the contract will be for a sevgmrar period following system cearsion and will include an

option by the Lottery to extend for an additional three years.

GTECH is also a party to a separate Video Central Computer System Lease entered into with
the Oregon State Lottery Commission in November 1995. GTECH provaiegsemance

services pursuant to that agreement. The term of the agreement has been extended to October
2012. The parties may extend the agreement for an additional one (1) year period thereafter on
mutual agreement.

Effective July 2009the contract betweeBTECH and the Wisconsin Department of Revenue,
Lottery Division, was extended to June 2012. The amendment further provides that effective
June 2012, the term of the contract will be extended to June 2013.

Under these contractuatrangements, the lottery authorities purchased the lottery system and
related software license from GTECH at the commencement of the respective contracts.
GTECHOGs contract with the Colombia ETESA | ottery
managementontract in that title to the equipment vests in ETESA at the end of the term.

After the close of 20095 TECH entered into a fivgear contract extension with SAZKA, a.s.,

such extension to commence on January 1, 2018.

The Luxembourg lottery authity 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 comaftirther

extensions may be exercised after October 2012.

The terminals in use in this contract are ndBEH terminals, but arethe National Sports
Lotteryods harGdELIHD st eromitmalcd. expires on the dat
Sports Lotteryb6s |license, which is in December 2
Due to a form of devotion 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 not synchronous
with the term applicable in St. Kitts.

The extension option for this contracaynbe exercised on mutual agreement of the parties.
Operated by Taiwan Sport Lottery Corporation, a joint venture in which GTECH has a 24.5%
interest and to which GTECH supplies lottery goods and services.

The term of the contract with the Turkiejtery authority renews for successive gmar

extension terms unless either party gives timely notice ofeoewal. In addition, the Turkey

lottery authority has the option to assume responsibility for the provision of certain lottery
services at antime after the second anniversary of system-siart

Operated by Camelot Group po a facilities management basis.
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Table 3 Product Sales Contracts

The table below Iists certain of Jaiu&yl2ke8have di rect and
purchased (or have agreed to purchase) from GTECH new online systems, software and/or terminals

and equipment in connection with the expansion or replacement of existing lottery syisdoes. not

include jurisdictions in which GTECHas a facilities management contract with the lottery authorities

unlessthe product sale is set foritha separate contract.

Jurisdiction Customer

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

Australia New South Wales Lotteries Corporation

Lotterywest (f/k/a Western Australia Lotteries Commission)
Lotteries Commission of South Australia

Belarus SportPari
Belgium Loterie Nationale de Belgique
Canada Atlantic Lottery Corporation

British Columbia Lotery 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 Lottery Commission

Mauritius Lottotech Ltd.

Nethelands Stichting De nationale Sporttotalisator

New Zealand New Zealand Lotteries Commission

Pennsylvania Scientific Games OES Online Entertainment Systems, Inc.

Portugal Santa Casa de Misericordia de Lisboa

Singapore Singapore PooléPte) Ltd.

Spain Organizacion Nacional de Ciegos Espanoles
Temporary Union of Companies LogisBarECH UTE

Switzerland Loterie de la Suisse Romande

Ukraine Ukraine National Lottery

United Kingdom Camelot Group plc.

Virginia Virginia Lottery
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The table below sets forth the lottery authorities with which GTECH has ITVM Facilities Management

ContrBMCE®S .(f Thi s

tabl e

al so

provides

(except

respecting the number BFVMs that are currently in service, under various ITVM Product Sales

ContrRsces. (AFinally,

t he

tabl e

bel ow

sets

well as the approximate number of ITVMs installed in each FMC jurisdiction, Bsagmber 31200.

FMC

or
Jurisdiction PSC
Arizona 8}

FMC (2)
California PSC
Florida (2)
France PSC
Georgia Q)
Iceland PSC
llinois FMC
Indiana PSC
Italy PSC
Kentucky FMC
Luxembourg FMC
Maine (4)
Maryland PSC
Massachusetts PSC
Michigan (2)
Minnesota D)
Missouri FMC
New Hampshire PSC
New Jersey (1)
New York (6)
North Carolina FMC
Oregon PSC
Pennsylvania  PSC
Rhode Island D
Romania FMC

Approximate
Number of
ITVMs

In Service

850

4,200

1,000
575
230

25
3,470
1570

500
1,500
130
150
1,000
2,200
1,350
110
620
250
200
5,200
660
500
3,800
150

(7)

Date of
Commencement
of Current

FMC Contract

July 2004

December 2007
September 2005
September 2004

March 2007
June 2005

(6)
January 2006

Date of
Expiration of
Current FMC

Contract Term

September 2010

December 201(B)
October 2012
June 2011

June 2012
June 2010

(6)
March 20T

Current
Extension

Options**

1 threeyear

2 oneyear
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EMC Approximate Date of Datg of_

or TS ofCurent | CumentFMC  Extension
Jurisdiction PSC In Service FMC Contract Contract Term Options**
Singapore Pools PSC (8) (8) (8) --
Slovenia FMC (9) May 2009 (9) -
South Dakota (1) 50 - -- -
Switzerland PSC 75 - -- -
Tennessee 8} 600 - -- -
Texas D 1,320 - -- -
Virginia (20 2,000 June 2004 June 2011 3 oneyear or 1

threeyear

Washington FMC 1,000 November 2004 November 2010 --

(1) - (11) - -
Wisconsin 8} 500 - -- -

* Reflects the date upon which the contract beceffeetive.

**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.

Q) Represents ITVMs installed under antline 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 and distribution
contract dated September 2009, the Arizbotiery 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 from the date of acceptance of the equipment vatie®ear extensions at the
option of the Kentucky Lottery Corporatiofihe current date of expiration of the equipment
lease is March 2011.

4) GTECHG6s contract with the Mai ne SbrdcesaButeame nt of
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 y#ayear basis following the initial tar on mutual agreement
of the parties.

(6) GTECHprovides 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 June 2010
when the new ofine system is fulf implemented as determined on a metatmonth basis,
and in June 2011 or when the newlime system is implemented as determined on a mimAth
month basis with regard to any nimterconnected ITVMs owned by tiNew York Lottery.

The agreement may b&tended beyond June 2011 for any +merconnected ITVMs for a

65

AcC



LQTTOMAIICA

— GROUP ———

2009 Annual Report

period of up to 1 year. Any such extensions are subject to the prior approval of the New York
State Attorney General and the State Comptroller.

) GTECH and Compania Nationala Loteria Rom&#Aaentered into an ITVM Pilot Agreement in
2008 for the provision of ITVMs for a term ending 13 weeks after completion of the installation
of the ITVMs. The terminals are in the process of being removed.

(8) GTECH and Singapore Pools entered into an ITRiMt Agreement in February 2009 for the
provision of ITVMs manufactured by Sadamel Ticketing Systems, a Swiss corporation for
which GTECH Far East Pte. Limited is the wewnile distributor, for a term ending 52 weeks
after the date of installation ofeHirst ITVM.

9 GTECH and Loteria Slovenije, d.d. entered into a pilot agreement for the provision of ITVMs
for a term ending 15 weeks after installation of the ITVMs has been compétiedTVMs
have not yet been installed.

(10) The Virginia Lottery atered into a seveyear contract with Oberthur Gaming Technologies
Corporation (OGT) under which GTECH has subcontracted to praysd®ITVMs and
management of warehousing and distribution of instant tickedslitionally, 200 ITVMs have
been providedy GTECH under the Facilities Management Contract which is described in
Table 2.

(1)) I n December 2009 GTECH amended its Lottery Gamir
Lottery to provide for the supply of Lottery Vending Machines at each lottery redfildrich
an ITVM is currently installed.
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LONG TERM INCENTIVE PLANS

Long term incentive plans adopted by Lottomatica in favour of directors and/or employees of Lottomatica

and/or its direct or indirect subsidiaries provide for stock option grants and restricted stock awards to their
directors, executives and key employédse principal purpose of granting lotgrm incentives is to assiste

Groupin attracting and retaining directors, officers and other key employees, to provide a market competitive

total compensation package and to motivate recipients to increaseoithar@alue by enabling them to

participate in the value which has been created. Most of the plans are based upon three year performance
measurements, generally based upon Lottomaticabds EB
65% to stok options and 35% to restricted stoekcept for the plans approved during 2009 in which the

value is allocated 35% to stock options and 65% to restricted stock. The following are summaries of the long

term incentive plans in force as of December 31, 2009

Stock Option Plans

2005i 2010 Plans

The September 21, 2005 Extraordinary Sharehol der sbo
31, 2010, as the expiration date for the following subscriptions:

A a maxi mum of 0297, 5880 mhew ar damamymsbared®y7 par v
rights, excluding the right of option under Article 2441, paragraph 5, of the Italian Civil Code. To date 297,580
options have been issued, of which 191,280 remain exercisable and 106,308drmawarizelled;

A a maxi mum of us57, 016, for a maxi mueachowth okdingryd 16 new
rights, excluding the right of option under Article 2441, paragraph 5, of the Italian Civil Code. To date none of

the 57,016 options havbeen issued,

A a maxi mum of uau219, 812, f or a maxi mueachowith ofdihey, 8 12 n
rights, excluding the right of option under Article 2441, paragraph 5, of the Italian Civil Code serving to the
exercise of 219,812 tipns assigned by Lottomatica, of which 95,336 remain exercisable and 124,476 have

been cancelled.

200671 2014 Plan

The Lottomatica Board of Directorsd Meeting of Octo
maxi mum amount iosfs wilng OWp 00D 1b,y500, 000 new ordinary
with ordinary rights, excluding the right of option under Article 2441, paragraph 4, second sentence of the

Italian Civil Code to be subscribed by December 31, 2014, serving thesexef 1,188,600 options assigned

on the same date by the Board of Directorsd -Meeting
2014 reserved for employees of Lottomatica and/or its subsidiaries. As of December 31, 2009 there are

690,509 opbns outstanding under the Plan.

20071 2015 Plan

The Lottomatica Board of Directorsodé6 Meeting of M
payments, in one or more tranches and in adguwiosi b
1,973,790 new ordinary shares with a par value o
under Article 2441, paragraph 4, second sentence of the Italian Civil Code, to be subscribed by December 31,
2015, servingthe exercisef 1, 973, 790 options assigned on the sam
and not yet due within the framework of the stock option plan-200b reserved for employees of

Lottomatica and/or its subsidiaries, other than 115,200 options that nexetwgsed prior to the vesting

period pursuant to the resolution of the Lottomatica Board of Directors of December 11, 2007. As of

December 31, 2009 there are 1,459,280 options outstanding under the Plan.

ay
| e
f

a
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20082016 Plan

The Lottomatica Board ddirectors' Meeting of April 22, 2008 resolved to increase the share capital against
payment , in one or more tranches and in divisible f
2,318,045 new ordinary s ha rrdgnaryrights dxcludingpha right of@ptiane o f
under Article 2441, paragraph 4, second sentence of the Italian Civil Code, to be subscribed by December 31,
2016, serving the exercise of 2,318,045 options assigned on the same date by the Board of Meetitays'

and not yet due within the framework of the stock option plan-2008 reserved for employees of

Lottomatica and/or its subsidiarieds of December 31, 2009 there are 2,133,662 options outstanding under

the Plan.

[

20092015 Plan

The LottomaticaBoard of Directors' Meeting of July 30, 2009 resolved to increase the share capital against
payment, in one or more tranches and ibyisshingup®i bl e f
1,850,510 new ordinary s Wit ordinary nghtd, éxcluaingghe rightwfaoptione o f
under Article 2441, paragraph 4, second sentence of the Italian Civil Code, to be subscribed by December 31,
2015, serving the exercise of 1,850,510 options assigned on the same date by the Boactbof' Dlieeting

and not yet due within the framework of the stock option plan-200% reserved for employees of

Lottomatica and/or its subsidiaries. As of December 31, 2009 there are 1,840,220 options outstanding under
the Plan.

[

Restricted Stock
(a) BExecutive Purchase of Shares at the Rights Offering Price

The Lottomatica Board of Directorsd Meeting of Augu
payment, in divisible form, by a maxi mewordiaanyount of
shares with a par value of 01 each, with ordinary r
Italian Civil Code, to be assigned by December 15, 2007, to employees of Lottomatica and/or its subsidiaries
for t he .p25eacheOfthd 2,0002000 shares, 1,528,582 have been assigned with a sale restriction
period ranging from one to three years from August
Lottomatica or at its subsidiaries. The restriction has expmeiugust 292009.

(b) Share Allocation Plans (article 2349 of the Italian Civil Code)

- 20062011 Share Allocation Time Based Plan, Reserved for Employees of Lottomatica and/or its
subsidiaries, approved by t he ctBierd8 200601 der s6 Meeting
- 20072010 Share Allocation Plan, Reserved for Employees of Lottomatica and/or its subsidiaries, approved

by the Sharehol dersdé6 Meeting of Lottomatica of Apri
Directors for five yeas to increase the share capital in one or more tranches by a maximum amount of
03,200,000 by issuing up to 3,200,000 new ordinary
- 20082011 Share Allocation Plan, Reserved for Employees of Lottomatica and/or idiaiksj approved

by the Shareholders' Meeting of Lottomatica of April 15, 2008 that, at the same time, empowered the Board of
Directors to purchase a maximum numbe€ompanyownedshares equal to 10% of the share capital also

available for the implementation of the stock plans;

- 20092013 Share Allocation Plan, Reserved for Employees of Lottomatica and/or its subsidiaries, approved

by the Shareholders' Meeting of Lottomatica dy R) 2009.
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Originally Approved Grants

The Board of Directorsd Meetin
ordinary shares within the framework of the tibvesed plan 2008 0 1
resolve:
- On May 3 and December 11, 2007 an increase in share capital, for an overall maximum nominal amount of
0154, 752 by issuing up to 154,752 new ordinary sh
- On July 31, 2008 and on July 30, 2009as$sign an overall maximum amount of 192,645 Lottomatica
owned shares.

g of LotMAPletaft i ca of C
1, of which the Board

The Board of Directorso6 Meeting of L28%1t30mimatyi ca of N
shares within the framework of the 26R@10 Share Allocation Plan, of whichtBeo ar d o f Director s
resolved:
- On December 11, 2007 and on April 22, 2008 an increase in share capital, for an overall maximum
nomi nal amount of 0108,842 by issuing up to 108, 8
with ordinary rights;
- On Apiil 28, 2009 to assign a maximum amount of 67,337 Lottomatica owned shares.

The Board of Directorsd Meeting of L o286906omditary ca of A
shares within the framework of the 26R811 Share Allocation Plan,ofwhc h t he Boar d of Dir e
April 28, 2009 resolved to assign a maximum amount of 76,765 Lottomatica owned shares.

The Board of Directorsdéd Meeting of L 6A3720ondmdryi ca of J
shares within the framework tfe 20092013 Share Allocation Plan.

Current Plan Balances
As of December 31, 2009, the following numbers of shares are outstanding in each plan: 188,557 in the
framework of theaime-based20062011, 62,332 ordinary shares in the framework o20@7~2010 Plan,

190,620 ordinary shares in the framework 0f20882011 Plan and 669,9t8dinary shares in the
framework of 2002013 Plan
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PROCESSING OF PERSONAL DATA

Article 34 ofLegislative Decree No. 196 of June 30, 2003, requires certain security measures to be taken in the
event of the electronic processing of personal data, according to the procedures set forth in the technical
specifications under Annex B to the law. Amongthe r equi rements i s the one sp
updated Security Policy Statementod (DPS, Documento

DPS, in compliance with the lawpecifies the technical and organizational security measures adopted on the
basis of risk analysis as well as task and responsibility distribution within the data processing structure in order
to protect personal data regarding their correct storage and handling.

Lottomatica Group S.p.A. regularly reviews and update®&#® whichit did most recentlypn March 31,
2009 in accordance with Legislative Decree No. 196/03.
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LOTTOMATICA GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31,

(thousands of euros) Notes 2009 2008
ASSETS

Non-current assets

Systems, equipment and other assets related to contracts, net 8 774,558 758,717
Property, plant and equipment, net 9 88,522 86,023
Goodwill 10 3,006,783 3,074,571
Intangible assets, net 11 822,886 847,281
Investments in associates 443 6,093
Other non-current assets 13 22,692 21,380
Non-current financial assets 14 7,309 390
Deferred income taxes 15 6,030 23,633
Total non-current assets 4,729,223 4,818,088

Current assets

Inventories 16 134,080 129,560
Trade and other receivables 17 791,803 773,595
Other current assets 13 61,577 65,160
Current financial assets 14 4,613 20,288
Income taxes receivable 8,068 5,654
Cash and cash equivalents 18 469,335 109,274
Total current assets 1,469,476 1,103,531
Non-current assets classified as held for sale 19 5,890 7,456
TOTAL ASSETS 6,204,589 5,929,075

EQUITY AND LIABILITIES
Equity attributable to owners of the parent

Issued capital 172,015 152,287
Share premium 1,404,252 1,139,071
Treasury shares (63,502) (73,184)
Retained earnings 66,807 95,647
Other reserves 20 258,162 277,583
1,837,734 1,591,404
Non-controlling interests 59,073 58,428
Total equity 1,896,807 1,649,832
Non-current liabilities
Long-term debt, less current portion 21 2,621,990 2,573,802
Deferred income taxes 15 134,127 229,621
Long-term provisions 22 22,970 27,042
Other non-current liabilities 23 55,184 48,339
Non-current financial liabilities 14 142,317 134,604
Total non-current liabilities 2,976,588 3,013,408

Current liabilities

Accounts payable 905,677 800,653
Short-term borrowings 21 5,079 60,848
Other current liabilities 23 270,564 278,751
Current financial liabilities 14 59,885 12,741
Current portion of long-term debt 21 67,186 61,109
Short-term provisions 22 1,858 2,276
Income taxes payable 20,945 49,457
Total current liabilities 1,331,194 1,265,835
TOTAL EQUITY AND LIABILITIES 6,204,589 5,929,075
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LOTTOMATICA GROUP AND SUBSIDIARIES
CONSOLIDATED INCOME STATEMENTS

(thousands of euros)
Service revenue
Product sales

Total revenue

Raw materials, services and other costs

Personnel

Depreciation

Amortization

Impairment loss

Capitalization of internal construction costs - labor and overhead
Total costs

Operating income

Interest income

Equity loss

Other income

Other expense

Foreign exchange gain (loss), net
Interest expense

Income before income tax expense
Income tax expense

Net income

Attributable to:
Owners of the parent
Non-controlling interests

Earnings per share/ADRs
Basic - net income attributable to owners of the parent
Diluted - net income attributable to owners of the parent

LQTTOMAIICA

— GROUP ———

For the year ended December

Notes 2009 2008
2,015,452 1,818,267

161,405 240,673

7 2,176,857 2,058,940
24 1,052,429 991,247
25 428,305 410,513
26 236,601 225,461
27 94,400 86,095
28 76,025 100,778
(77,324) (95,149)

1,810,436 1,718,945

7 366,421 339,995
3,468 10,955

(1,833) (1,825)

4,172 6,193

29 (16,690) (2,699)
30 (15,824) 10,352
31 (151,518) (177,555)
(178,225) (154,579)

188,196 185,416

15 75,842 47,546
112,354 137,870

68,149 93,748

44,205 44,122

112,354 137,870

32 ( 0.45 0.62
32 ( 0.45 0.62
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LOTTOMATICA GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(thousands of euros)
Net income
Other comprehensive income

Net gain (loss) on interest rate swaps (cash flow hedges)
Income tax benefit (expense)

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

Net gain (loss) on derivative instruments (cash flow hedges)
Income tax benefit (expense)

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

Net gain (loss) on translation of foreign operations
Income tax benefit (expense)

Other comprehensive loss for the year, net of tax

Total comprehensive income for the year, net of tax

Attributable to:
Owners of the parent
Non-controlling interests

LQTTOMAIICA

— GROUP ———
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For the year ended December

Notes 2009 2008
112,354 137,870
33 20,859 (62,641)
(7,712) 22,716
13,147 (39,925)
(570) (570)
33 (1,047) 1,192
315 (585)
(732) 607
(78) 88
33 (30,013) 51,621
7,514 (14,984)
(22,499) 36,637
(10,732) (3,163)
101,622 134,707
57,417 90,585
44,205 44,122
101,622 134,707
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LOTTOMATICA GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(thousands of euros)
Operating activities
Income before income tax expense
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
Share-based payment 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
Accounts payable
Advance payments from customers
Taxes other than income taxes
Other assets and liabilities
Net cash flows from operating activities

Investing activities

Purchases of systems, equipment and other assets related to contracts
Purchases of intangible assets

Acquisitions

Acquisitions - cash acquired

Purchases of property, plant and equipment

Other investments

Loans receivable, net of repayments

Dynamite Design and Marketing Limited contingent consideration
St Enodoc Holdings Limited contingent consideration

Toto Carovigno S.p.A. advance and escrow refund (payment)
Interest received

Finsoft Limited contingent consideration

Other

Net cash flows used in investing activities

Financing activities

Proceeds from issuance of long-term debt
Proceeds from issuance of ordinary share capital
Debt issuance costs

Share issuance costs

Dividends paid - non-controlling interests

Net proceeds from (repayment of) short-term borrowings
Dividends paid

Interest paid

Principal payments on long-term debt

Proceeds from exercise of stock options
Treasury share purchases

Other

Net cash flows from (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Effect of exchange rate changes on cash

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

LQTTOMAIICA

— GROUP ———
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Notes

26
27
27
28
31

30
35

11

40
40

40

36

18

For the year ended December

2009 2008
188,196 185,416
236,601 225,461

94,522 86,276
(122) (181)
76,025 100,778
(3,468) (10,955)
151,518 177,555
(3,146) (16,336)
916 14,682
20,048 7,575

(145,202) (135,071)

615,888 635,200
(3,429) 35,513
(24,514) (56,978)
121,975 122,539
(16,960) (43,914)
(20,703) (35,516)
23,185 23,960
695,442 680,804

(253,059) (195,178)

(102,775) (18,439)
(44,737) (249,667)

196 39,689
(15,848) (26,176)
(3,078) (6,187)
(2,964) -
(1,989) -
(182) -
4,621 (4,368)
5,427 11,056
- (13,415)
(2,796) 2,305

(417,184) (460,380)
750,000 763,440
350,000 -

(3,479) (9,113)
(9,497) -
(43,560) (31,357)
(49,124) 44,542

(100,940) (125,393)

(153,776) (159,850)

(653,887) (957,580)

- 2,915
- (74,830)
(1,535) 293
84,202 (546,933)
362,460 (326,509)
(2,399) 1,718
109,274 434,065
469,335 109,274
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LOTTOMATICA GROUP AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended December 31, 2009

Attributable to owners of the parent

Other

Issued Share Treasury Retained Reserves Non-Controlling Total
(thousands of euros) Capital Premium Shares Earnings (Note 20) Total Interests Equity
Balance at January 1, 2009 152,287 1,139,071 (73,184) 95,647 277,583 1,591,404 58,428 1,649,832
Net income for the year - - - 68,149 - 68,149 44,205 112,354
Other comprehensive loss - - - - (10,732) (10,732) - (10,732)
Total comprehensive income - - - 68,149 (10,732) 57,417 44,205 101,622
Ordinary share capital issued 19,728 330,272 - - - 350,000 - 350,000
Share issuance costs, net of (3.4 -mill i(7g0A3) of tax- benefi-t - (7,073) - (7,073)
Swap l|liability associated wi
tax benefit - (58,018) - - - (58,018) - (58,018)
Dividend distribution (00.68 per share) (-Note 36) (100,940) - (100,940) - (100,940)
Appropriation of 2008 income in accordance with Italian law - - - (77) 77 - -
Share-based payment (Note 35) - - - - 916 916 - 916
Shares issued under stock award plans - - 9,682 - (9,682) - -
Dividend distribution - - - - - - (43,560) (43,560)
Put/call option arising from business combination - - - 4,169 - 4,169 - 4,169
Other movements in equity - - - (141) - (141) - (141)
Balance at December 31, 2009 172,015 1,404,252 (63,502) 66,807 258,162 1,837,734 59,073 1,896,807
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LOTTOMATICA GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended December 31, 2008 (Restated)

Attributable to owners of the parent
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(thousands of euros)

Balance at January 1, 2008
Net income for the year

Other comprehensive loss

Total comprehensive income

Dividend distribution (0U0.825
Treasury share purchase plan

Treasury shares purchased (3,943,022 shares)

Appropriation of 2007 income in accordance with Italian law
Shares issued upon exercise of stock options

Share-based payment (Note 35)

Shares issued under stock award plans

Dividend distribution

Put/call option arising from business combination

Other movements in equity

Balance at December 31, 2008

Other
Issued Share Treasury Retained Reserves Non-Controlling Total
Capital Premium Shares Earnings (Note 20) Total Interests Equity
151,899 1,574,956 - 75,471 (114,277) 1,688,049 45,142 1,733,191
- - 93,748 93,748 44,122 137,870
- - - (3,163) (3,163) - (3,163)
- - 93,748 (3,163) 90,585 44,122 134,707
per -shar(6471) Not e 36) (68,922) (125,393) - (125,393)
- (456,926) - - 456,926 - -
- 74,830 (74,830) - (74,830) (74,830) - (74,830)
- - (77) 77 - -
233 2,682 - - 2,915 - 2,915
- - - 14,682 14,682 - 14,682
155 1,646 - (1,801) - -
- - - - (31,357) (31,357)
- - (5,461) (5,461) - (5,461)
- - 888 (31) 857 521 1,378
152,287 1,139,071 (73,184) 95,647 277,583 1,591,404 58,428 1,649,832
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LOTTOMATICA GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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 technology solutions warldwide
principal activitiesof the Goupare described iNote 7.

In these notes, the terfihottomatica refers to Lottomatica Group S.p.A., the parent entity, and its subsidiaries
excluding GTECH; the term AGTECHO refers to GTECH Corpor
fi wef,oour , 0 a n dLotfomaticaand a $ubsidiartewincluded in the consolidated financial statements.

Lottomatica is goint stockcompanyincorporated and domiciled in the Republic of Itagd itsregistered office is

locatedat Viale del Campdoario, Rome, Italy 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 fi L T O bevel 1L Aonericam Bepository Recipa (ADR) prdgnaro listedo r e d
on the United States over the counter market under the t
The consolidated financial statements for the year ended December 31, 2009 were approved for issuance in

accordance wit a resolution of the Board of Directaysa March 3 2010. On this date, the Board of Directors also

proposed to distribute a dividend @f0 . pér&hare.

2. Adoption of new and revised International Financial Reporting Standards

The Gr oup 0 policesareacaonsistent with those of the previous financial year except the Group adopted
new, amende@nd revisednternational Accounting Standards Board (IASB) and International Financial Reporting
Interpretations Committee (IFRIGtandards anthtempretations as of January 1, 2009 as described below.

IFRS 2 ShareBased Payment: Vesting Conditions and CancellatigRevised)

The Group adoptethe RevisedFRS 2 on January 1, 2009 that clarifies the definition of vesting conditions and
prescribes th&reatment for an award that is effectively cancelled because-gasting condition is not satisfied.
The adoption of this amendment had no material impact on the financial position or performance of the Group.

IFRS 7 Financial Instruments: Disclosures

The Group adopted an amendment to IFRS 7 on January 1, 2009 that requires additional disclosures about fair value
measurement and liquidity riskair value measurements related to items recorded at fair value are to be disclosed by
source of inputs using thredevel fair value hierarchy, by class, for all financial instruments rezedrat fair value.

In addition, reconciliation between the beginning and ending balance for level 3 fair value measurements is now
required, asvell as significant transfetsetween levels in the fair value hierarciijie amendmerdlso clarifesthe
requirements for liquidity risk disclosures with respect to derivative transactions and assets used for liquidity
managemeniThe adoption of this amendment had no material ilpacthe financial position or performance of the
Group.

IFRS 8 Operating Segments

The Group adopted IFRS 8 on January 1, 2009 that replaces 188gident Reportingpon its effective datéFRS
8requires disclosur e of operatihgpsegmantsiana replaiis cequireméenhte det€rmioeu p 6 s
primary (business) and secondary (geographical) reporting segments of the TB®UpRS 8 disclosures are

providedin Note 7,including the related revised comparative information. The adopfithis standard had no

material impact on the financial position or performance of the Group.
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LOTTOMATICA GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
2. Adoption of new and revised International Financial Reporting Standards (continued)

IAS 1 Presentation of Financial Statemen{Revised

The Group adoptethe RevisedAS 1 on January 1, 2009 that requires owner andavamer changes in equity to be
separated. The statement of changes in equity includes only details of transactions with owners;omitirenon
changes in equity presentedaasingle line. In addition, the Standard introduces the statement of comprehensive
income: it presents all items of recognized income and expense, either in one single statement, or in two linked
statements. The Group has elected to present two statefleatzdoption of this amendment had no material
impact on the financial position or performance of the Group.

IAS 23 Borrowing CostgRevisedl

The Group adoptethe RevisedAS 23 on January 1, 2009 thaguires capitalization of borrowing coststare

directly attributable to the acquisition, construction o
was to expense borrowing costs as they were incurred. In accordance with the transitional provisions of the

amendment, the Group hadopted the standard on a prospective basis. Therefore, borrowing costs are capitalized on
gualifying assets with a commencement date on or after January 1, 2009. The adoption of this amendment had no

material impact on the financial position or perforicauof the Group.

IAS 27 Consolidated and Separate Financial Statements

The Group adoptednamendment téAS 27 on January 1, 2009 thaiquires all dividends from a subsidiary, jointly

controlled entity or associate to be recognized in the income statténtbe separate financial statement and will

have to be applied prospectivelyh e new requirements affect only the parent
not have an impact on the consolidated financial statements.

IAS 32 Financial Instruments:Presentation and IAS Presentation of Financial Statements Puttable Financial
Instruments and Obligations Arising on Liquidation

The Group adopted amendments to IAS 32 and IAS 1 on January 1, 2009 that allow a limited scope exception for
puttable finan@l instruments to be classified as equity if they fulfill a number of specified criteria. The adoption of
these amendments had no material impact on the financial position or performance of the Group.

IFRIC 9 Reassessment of Embedded Derivatives and 38S-inancial Instruments: Recognition and

Measurement

The Group adopted amendments to IFRIC 9 and IAS 39 on January 1, 2009 that requires an entity to assess whether
an embedded derivative must be separated from a host contract when the entity recldssifiesfinancial asset

out of the fair value through profit or loss category. This assessment is to be made based on circumstances that
existed on the later of the date the entity first became a party to the contract and the date of any contrachtsmendme
that significantly change the cash flows of the contract. IAS 39 now states that if an embedded derivative cannot be
reliably measured, the entire hybrid instrument must remain classified as at fair value through profit or loss. The
adoption of theseraendments had no material impact on the financial position or performance of the Group.
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LOTTOMATICA GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. Adoption of new and revised International Financial Reporting Standards (continued)

IFRIC 18 Transfers of Assets from Customers

The Group adopted IFRIC 18 foansfers of assets from customers received on orftgrd, 2009. The

interpretation, which is particularly relevant to the utility sector, provides additional guidance on accounting for
transfers of assets from custométslarifies the requirements ¢FRSs for agreements in which an entity receives

an item of property, plant and equipment from a customer that the entity must then use either to connect the customer
to a network or to provide the customer with ongoing access to a supply of gooddaass@uch as a supply of

electricity, gas or waterYhe adoption of this interpretation had no material impact on the financial position or
performance of the Group.

Improvements to IFRSs issued in May 2008

In May 2008 the IASB issued an omnibusaofiendments to its standards, primarily with a view of removing
inconsistencies and clarifying wording. There are separate transitional provisions for each standard. The adoption of
the following amendments resulted in changes to accounting policies mdgtdidve any material impact on the

financial position or performance of the Group.

IAS 1 Presentation of Financial Statements

The Group adopted an amendment to IAS 1 on January 1, 2009 clarifying that assets and liabilities classified as held
for trading in accordance with IAS 3Binancial Instruments: Recognition and Measureraetnot automatically

classified as current in the statement of financial position. The Group amended its accounting policy accordingly and
analyzed whet her tionohte geriodefrdalization effimaecialtassets and liabilities differed

from the classification of the instrument. This did not result in any reclassification of financial instruments between
current and nowcurrent in the statement of financial gmms. The adoption of this amendment had no material

impact on the financial position or performance of the Group.

IAS 16 Property, Plant and Equipment

The Group adopted an amendment to IAS 16 on January 1, 2009¢hptl ac e d t
value |l ess costs to selld in the defin
impact on the financial position or performance of the Group.

he er mhfiaien sel | i
it n

t
i o of recoverab

IAS 20 Accounting for Governmet Grants and Disclosures of Government Assistance

The Group adopted an amendment to IAS 20 on January 1, 2009 requiring that the benefit of a government loan at a
belowmarket rate of interest be treated as a government grant. The adoption of this antérzdime® material

impact on the financial position or performance of the Group.

IAS 23 Borrowing Costs

The Group adopted an amendment to IAS 23 on January 1, 2009 that teeigsedinition of borrowing costs to
consolidate the two types ofitemsthatea consi dered components of HAborrowing ¢
expense calculated using the effective interest rate method calculated in accordance withTHeSaB@ption of this

amendment had no material impact on the financial positigrerformance of the Group.

IAS 36 Impairment of Assets

The Group adopted an amendment to IAS 36 on January 1, 2009 that requires when discounted cash flows are used to
estimate fAfair value | ess cost t disceuatlratedconsistedtavitht i onal di sc
di sclosures required when the discounted cash fl ows are
amendment had no material impact on the financial position or performance of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. Adoption of new and evised International Financial Reporting Standards (continued)

IAS 38 Intangible Assets

The Group adopted an amendment to IAS 38 on January 1, 2009 that regpé@editure on advertising and
promotional activitieso berecognized as an expense whem @roup either has the right to access the gaodhas
received the service. In additiohgtreference to there being rarely, if ever, persuasive evidence to support an
amortization method of intangible assets other than a stdfightnethod has beeemoved.The adoption of this
amendment had no material impact on the financial position or performance of the Group.

Other amendments resulting from Improvements to IFRSs issued in May 2008 to the following standards did not
have any impact on theccounting policies, financial position or performance of the Group.

IFRS 7 Financial Instruments: Disclosures

IAS 8 Accounting Policies, Change in Accounting Estimates and Errors
IAS 10 Events after the Reporting Period

IAS 18 Revenue

IAS 19 Employee Begfits

IAS 27 Consolidated and Separate Financial Statements
IAS 28 Investments in Associates

IAS 29 Financial Reporting in Hyperinflationary Economies
IAS 31 Interest in Joint Ventures

IAS 34 Interim Financial Reporting

IAS 39 Financial Instruments:Recognition and Measurement
IAS 40 Investment Property

IAS 41 Agriculture

[ onta et eI xR ent- en-A xR ent- et en-RN en- et e

w

. Significant accounting policies

3.1 Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the European Union.

3.2 Basis of preparation

The consolidated financial statements have been prepared on a historical cost basis, except for those items measured

at fair value as disclosed in the accountinggiesi belowThe consolidated financial statemeats presented in

euros and all values are rounded to the nearest thousand
indicated.

Format of theconsolidatedinancial statements
The Group pregents current and narurrent assets, and current and-carrent liabilities as separate classifications
in its consolidated statements of financial position.

The consolidated income statements are presented using a classification based on theexgemsas!, rather than

based on their function of expense, as managebadievves thipresentation provides information that is more
relevant.
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LOTTOMATICA GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
3.2 Basis of preparation (continued)

The consolidatedtatements of changes in equity inclaady details of transactions with owners, with rprner
changes in equity presented as a single line (i.e. comprehensive income). Comprehensive income is presented in two
statements; a separate income statement and consolidated statement of compiebemsve

The consolidatedtatements of cash flows ggeesented using the indiretiethod.

3.3 Basis of consolidation

Basis of consolidation
The consolidated financial statements include the financial statements of Lottomatica and its subsidiaries as of
December 31 each year.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Grougoiti@hs
and continue to be consolidated until the date that such control ceases. The financial statemesubsitithges are
prepared for the same reporting period as the parent company, using consistent acgolicigsgAll intragroup
balancestransactns,income and expenses, unreatl gains and losses and dividends resuftioign intra-group
transactions are eliminated.

Non-controlling interests represent the portion of profit or loss and net assets not held by the Group and are presented
separatelyn the consolidated income statement and within equity in the consolidated statement of financial position,
separately from parent s h afatholing thterests @re &cpunied fgr.usingtheg ui si t i on
entity method, whereby the diffence between the consideration and the book value of the share of net assets

acquired is recognized in equity.
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LOTTOMATICA GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.4 Reclassifications

December 31, 2008 consolidated statement of financial position
The Group changed the December 31, 2008 statemeinaotfal position for the following:

e To ajust thepresentation of foreign currency translation associated with the July 2a2q0isition of Finsoft
Limited to properly reflecthe functional currency aBritish pounds sterlingand

e To offset deferred income tax assets and deferred income tax liabilities in accordance witHnA&i Taxes

The effect of these reclassifications is summarized below.

December 31, 2008

As As Previously
(thousands of euros) Adjusted Reported Reclassification
Finsoft adjustment:
Assets
Goodwill 3,074,571 3,086,297 (11,726)
Intangible assets, net 847,281 853,146 (5,865)
Equity
Other reserves 277,583 295,174 (17,591)
Deferred income tax adjustment:
Assets
Deferred income taxes 23,633 235,421 (211,788)
Liabilities
Deferred income taxes 229,621 441,409 (211,788)

TheGr o uppntipal accounting policies adescribed below.

3.5 Business combinations and goodwill

Business combinations are accouanfigr using the purchase method. The cost of an acquisition is measured as the
fair value of the assets given, equity instruments issued and liabilities inourmedumed at the date of exchange,

plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at fair values at the date obacgegatrdless of the

extent of any nostontrolling interest.

For business combinations where the Group has a put option with respect to-ttmmimoling interest shares, the

Group determines whether it has a present ownership interest in those IhlaeeSroup determines that it has a

present ownership interest in the shares, the acquisition is accounted for as an acquisition of those underlying shares
and nonrcontrolling interest is not recognized. The cost of the acquisition includes the edtfaiatvalue of the

liability to the noncontrolling interest shareholders. Following the initial accounting, all changes in the carrying
amount of the liability are adjusted against goodwill, except for the unwinding of the discount due to the passage of
time which is recognized in the income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.5 Business combinations and goodwill (continued)

If the Group determines it does not have a present ownership interest in #bentraiiing interest shares, the non
controlling interest is attribed its share of profits and losses of the acquiree after the business combination. At each
reporting date, the amount of the paontrolling interest is presented in the statement of financial position as a
financial liability. Any difference between theresent value of the amount payable to the minority shareholders and
the noncontrolling interest is reclassified to equity.

Goodwill is initially measured atcqsiei ng t he excess of the cost of the busin
sharein thenetfair value of thea ¢ q u iiderdif@al@iesassets, liabilities and contingent liabilitiéshe cost of an

acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is recognized directly

in the income statement

Following initial recognition, goodwill is measured at cost less accumulated impairment loss. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Gr o u p 6genetagautits, or groups of cagienerating units, that are expected to benefit from the synergies of

the combination, regardless of whether other assets or liabilities of the acquiree are assigned to those units or groups
of units.

Where goodwill forms pawf a caskgenerating unit and part of the operation within that unit is disposed of, the
goodwill associated with the operation disposed of is included in the carrying amount of the operations when
determining the gain or loss on disposal of the operaBoodwill disposed of in this circumstance is measured
based on the relative values of the operation disposed of and the portion of therastiing unit retained.

3.6 Investments in associates

An associate is an entity over which the Group hasfgignt influence and that is neither a subsidiary nor an interest

in a joint venture. Significant influence is the power to participate in the financial and operating policy decisions of

the investee but is not control or joint control over those polidids.e Gr oupds i nvestments in ass
accounted for using the equity method of accountxgept when the investment is classified as held for sale, in

which case it is accounted for in accordance with IFR®B&current Assets Held for Sale and Dastinued

Operations

Under the equity method, the investment in the associate is carried in the statement of financial position at cost plus

post acquisition changes in the Groupds shares of net ass
included in the carrying amount of the investment and is neither amortized nor separately tested for impairment. The
income statement reflects the Groupds share of the resul
change recognized @ictly in the equity of the associate, the Group recognizes its share of any changes and discloses

this, when applicable, in the statement of changes in equity. Unrealized gains and losses resulting from transactions

between the Group and the associateelir@inated to the extent of the interest in the associate.

The share of profit or loss of associates is included in equity income (loss) on the face of the income statement. This
is the profit or loss attributable to equity holders of the associate arefdte is profit or loss after tax and ron
controlling interests in the subsidiaries of the associates.

The financial statements of the associate are prepared for the same reporting year as the parent company. Where
necessary, adjustments are made toghtfie accounting policies in line with those of the Group.
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3.7 Interests in joint ventures

After application of the equity method, the Group determines whether it is necessary to recognize an additional

i mpairment | oss on t d&ssocidies.dhe g détenminessat eaad reportingate whether

there is any objective evidence that the investment in the associate is impaired. If this is the case, the Group calculates
the amount of impairment as the difference between the recovarablet of the associate and its carrying value

and recognizes the amount in the income statement.

Upon loss of significant influence over an associate, the Group measures and recognizeminiyginvestment at
its fair value. Any difference betweenretisarrying amount of an associate upon loss of significant influence and the
fair value of theremaininginvestment and proceeds from disposal is recognizétkimcome statement.

A joint venture is a contractual arrangement whereby the Group andpatties undertake an economic activity that
is subject to joint control. Joint control is when the strategic financial and operating policy decisions relating to the
activities of the joint venture requires the unanimous consent of the parties sharing cont

Joint venture arrangements that involve the establishment of a separate entity in which each venturer has an interest
are referred to as jointly controlled entities. The Group reports its interests in jointly controlled entities using the
proportionae consolidation method, except when the investment is classified as held for sale, in which case it is
accounted for in accordance with IFR8I8n-current Assets Held for Sale and Discontinued Operatiohe Group
combines its proportionate share of eatthe assets, liabilities, income and expenses of the joint venture with

similar items, line by line, in its consolidated financial statements. The financial statements of the joint venture are
prepared for the same reporting period as the parent compdjugtments are made where necessary to bring the
accounting policies in line with those of the Group.

Adjustments are made in the Groupds consolidated financi
balances, income and expenses amealized gains and losses on transactions between the Group and jointly

controlled entities. Losses on transactions are recognized immediately if the loss provides evidence of a reduction in

the net realizable value of current assets or an impairmenflbggoint venture is proportionately consolidated until

the date on which the Group ceases to have joint control over the joint venture.

Upon loss of joint control and provided the former jyirtontroled entity does not become a subsidiary or assecia

the Group measures and recognizes its remaining investment at its fair value. Any difference between the carrying
amount of the former joitht controlled entity upon loss of joint control and the fair value of the remaining investment
and proceeds fromiisposal is recognized the income statementVhen the remaining investment constitutes
significant influence, it is accounted for as investment in an associate.

3.8 Non-current assets held for sale and discontinued operations

Non-current assets artisposal groups are classified as held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through continuing use. This condition is regarded as met only when
the sale is highly probable and the ronrert asset or disposal group is available for immediate sale in its present
condition. Management must be committed to the sale, which should be expected to qualify for recognition as a
completed sale within one year from the date of classification-ddornt assets and disposal groups classified as

held for sale are measured at the lower of carrying amount and fair value less costs to sell. Property, plant and
equipment and intangible assets once classified as held for sale are not depreciated or amortized.
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3.9 Foreign currency translation

TheGr oucpodnss ol i dated financial statements are presented in
preseation currencyEachentity in the Groupdetermines its own functional currenaryd items included in the
financial statements of each entity are measured usingutietidnal currency.

Transactions and balances

Transactions in currencies other than the entityés funct
Group entities at their respective functional currency rates prevailing at the date of the transaction. At the end of each
reporting eriod, foreign currency monetary items are retranslated at the functional currency spot exchange rate in

effect at the reporting dat€he resulting foreign currency exchange differences are recorded in our consolidated

income statement with the exceptiofdifferences that arise on monetary items that provide an effective hedge for a

net investment in a foreign operation (such as intragroup loans where settlement is neither planned nor likely to occur

in the foreseeable future). These are recognizechigra@omprehensive income until the disposal of the net

investment, at which time they are recognized in the income statement. Tax charges and credits attributable to

exchange differences on those monetary items are also recorded in equity.

Non-monetary iems that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as of the date of the initial transactior-nNoretary items measured at fair value in a foreign
currency are translated using the exchangesrat the date when the fair value is determined.

Foreign operations

The assets and liabilities of foreign operations are translated into euros at the rate of exchange prevailing at the
reporting date and their income statements are translate@ratgeexchange ratefor the period The exchange
differences arising on the translation are recegphin other comprehensiigcome. On disposal of a foreign
operation, the component of other comprehensive income relating fattiatilar foreign operatiors irecognted in

the income statement.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts
of assets and liabilities arising on the acquisition are treated as assets and liabilitiesreigheoperation and
translated at the closing rate.

3.10 Revenue recognition

Revenue is recognized to the extent that it is probable the economic benefits associated with the transaction will flow
to the Group and the amount of revenue can be reliabhsored. Revenue is measured at the fair value of the
consideration received, excluding discounts. Specific recognition criteria must also be met before revenue is
recognized as discussed below.

Lottery, gaming, sports betting, interactive, and ndmitery commercial transaction processing services
We generally conduct our business under three types of contractual arrangements: Operating Contracts, Facilities
Management Contracts and Product Sales Contracts.
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3.10 Revenue recognition (continued)

Operating contracts

Certain of our revenue, primarily revenue from Italian Operations, are derived from operating contracts. Under

operating contracts, we manage all the activities along the lottery value chain including collecting wagers, paying out
prizes, managing all accounting and other baffice functions, running advertising and promotions, operating data
transmission networks and processing centers, training staff, providing retailers with assistance and supplying

materials for the game. We alsmpide sports pools and sports betting services. Under sports pools arrangements,

we manage the sports pool whereby the sports pool prizes are divided among those players who select the correct
outcome. There are no odds involved in sports pools and gachmve r 6 s payoff depends on t he
the size of the pool. We also set odds and assume risks under fixed odds sports betting contracts.

Fees earned under operating contracts are recognized as revenue in the period earned and arasciassitied
revenue in our consolidated income statement when all of the following criteria are met:

Persuasive evidence of an arrangement exists, which is typically when a customer contract has been signed
Services have been rendered

Our fee is deemed tme fixed or determinable and free of contingencies or significant uncertainties
Collectibility is reasonably assured

Under sports pools arrangements, we collect the wagers, pay prizes, pay a percentage fee to retailers, withhold our
fee, and remit the tence to theespective regulatory agendife assume no risk assaed with sports pool

wagering.We record revenue net of prize payouts, taxes, retailer commissions and remittances to state authorities,
because we are acting as an agent to the autloritie

In sports betting contracts, we establish and asshengsks related to the odddnder fixed odds betting, the

potential payout is figd at the time bets are placed avelbear the risk of odds seigj. We are responsible for

collecting the wagergaying prizes, and paying fees to retailers. We retain the remaiaghgas profits. Under these
arrangements, we record revenue net, calculated as total wagers less the estimated payout for prizes, because the
betting contract is considered a derivatarel is required to be recorded at fair value. Taxes and retailer commissions
are shown as expenses.

Facilities management contracts

A substantial portion of our revenue is derived from facilities management contracts, under which we construct,
install, opeate and retain ownership of the online system. These contracts generally provide for a variable amount of
monthly or weekly service fees paid to us directly from our customer based on a percentage of sales or net machine
income.

Fees earned under fatifis management contracts are recognized as revenue in the period earned and are classified
as service revenue in our consolidated income statement when all of the following criteria are met:

Persuasive evidence of an arrangement exists, which is typidadin a customer contract has been signed
Services have been rendered

Our fee is deemed to be fixed or determinable and free of contingencies or significant uncertainties
Collectibility is reasonably assured

In instances where customer acceptance gbtbeuct or system is required, revenue is deferred until all the
acceptance criteria have been met.
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3.10 Revenue recognition (continued)
Product sales contracts
Under multiple element product sales contracts, we generally construct, sell, deliiestatha turnkey system or
deliver equipment, and license the computer software for a fixed price, and our customer subsequently operates the

system. Product sale contracts generally include customer acceptance provisions and general customer rights to
terminate the contract if we are in breach of the contract.

Because product sales contracts include significant customization, modification and other services prior to customer
acceptance that are considered essential to the software inherent in our,gstem is recognized using contract
accounting upon customer acceptance as long as the cost to deliver remaining obligations or elements to the customer
can be reasonably estimated. Upon revenue recognition, sufficient revenue is deferred assdtieséichaieéd costs

to deliver any remaining elements to the customer. Multiple elements are generally recorded as a single unit of
accounting at an overall blended margin. Customer acceptance milestones typically coincide with phases of delivery
resulting h a percentage of completion recognition of product sales revenues. Amounts due to us and costs incurred
by us in constructing the system prior to customer acceptance are deferred. We recognize losses, if any, on fixed price
contracts when the amount oktloss is probable and determinable. Revenue attributable to the system is classified

as product sales in our consolidated income statement and is recognized upon customer acceptance as long as there
are no substantial doubts regarding collectibility.

Revenues attributable to any ongoing services provided subsequent to customer acceptance are classified as service
revenue in our consolidated income statement in the period earned.

In certain product sale contracts (primarily the stand alone sale erfylott video lottery terminals and software
deliverables that do not involve significant customization of software) where we are not responsible for installation,
we recognize revenue when all of the following criteria are met:

Persuasive evidence of amangement exists, which is typically when a customer contract has been signed
The product has been delivered

Our fee is deemed to be fixed or determinable and free of contingencies or significant uncertainties
Collectibility is reasonably assured

In instances where customer acceptance of the product is required, revenue is deferred until any acceptance criteria
have been met.

For those product sale contracts not recognized under contract accounting, in instances where post contract support
(PCS) is inclded, up front revenue is deferred over the contracted PCS period if defined, or over the average
expected customer relationship period if the PCS period is not defined or not substantial, unless a faireralae

amount is determinablén the cases whie a fair value revenue amount is determinable, that amount is deferred and
recognized over the remaining contracted PCS period.

Our typical payment terms under product sale contracts include customer progress payments based on specific
contract milestorewith final payment due on or shortly after customer acceptance.
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3.10 Revenue recognition (continued)

In those cases where we provide extended payment terms to our customer, we consider the standard business
environment of the customer and industrgletermine if extended paymeterms are a common practié®here
extended payment terms are not our typical profile, terms that extend substantially beyond the date the product is
delivered, may result in the necessity to defer revenue (no moré2months paymentxdension would be
acceptable)ln such cases, it is presumed that thega®t fixed or determinablén other cases where it is an

industry practice to provide extended payment terms, we consider the impact of the extended paymentiterms on
ability to reliably measure revenue and costs due to the time value of money, credit risk associated with the extended
payment terms, the potential for fee reductions, aedisk of future concessiorBepending on these

considerations, revenue regution for transactions with extended payment terms may be permittectby the

nominal amount of the revenue is recorded at a discount to take into consideration the time value.oVmaney

not currently recording any revenue upfront.

Non-lottery commercial transaction processing services

We offer highvolume transaction processing services outside of our core market of providing online lottery services
that consist of the acquiring, processing and transmission of commercillttawy transactios. Such transactions
include bill payments, electronic tax payments, utility payments, prepaid cellular telephone recharges -dnadedtail
programs.

We earn a fee for processing commercial-faitery transactions that is transactioased (a fixed feper transaction
or a fee based on a percentage of monetary volume processed). We recognize these fees as service revenue at the time
a transaction is processed based on the net amount retained.

Deferred revenue and liquidated damage assessments

Amountsreceived from customers in advance of revenue recognition are recorded in other current liabilities in our
consolidated statements of financial position. We generally record liquidated damage assessments, which are
penalties incurred due to a failure toehspecified deadlines or performance standards, as a reduction of revenue in
the period they become probable and estimable.

Interest income
Revenue is recognized as interest accrues using the effective interest method.

3.11 Income taxes

Current incometax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those
that are enacted gubstantively enacted, by the reporting date, in the countries where the Group operates and
generates taxable income.

Current income tax relating to items recognized directly in equity is recognized in equity and not in the consolidated
income statemenManagement periodically evaluates positions taken in the income tax returns with respect to
situations in which applicable tax regulations are subject to interpretation and establishes provisions where
appropriate.

Deferredincometax
Deferred incomeax is provided using the liability method on temporary differences at the reporting date between the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
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3.11 Income taxes (continued)

Deferred income tax agseare recognized for all deductible temporary differences, carry forward of unused tax

credits and unused tax losses, to the extent that it is probable that taxable income will be available against which the
deductible temporary differences, and the céorward of unused tax credits and unused tax losses can be utilized
except:

e Where the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is nosabss combination and, at the time of the
transaction, affects neither the accounting income nor taxable income or loss; and

e Inrespect of deductible temporary differences associated with investments in subsidiaries, associates and
interests in joint ventres, deferred income tax assets are recognized only to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable income will be available against which
the temporary differences can be utilized.

Thecarrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that it
is no longer probable that sufficient taxable income will be available to allow all or part of the deferred income tax
asset to be utilizedJnrecognized deferred income tax assets are reassessed at each reporting date and are recognized
to the extent that it has become probable that future taxable income will allow the deferred income tax asset to be
recovered.

Deferred tax liabilities are cegnized for all taxable temporary differences, except:

e Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and, at the time of the trans#etts naither the accounting
income nor taxable income or loss; and

e Inrespect of taxable temporary differences associated with investments in subsidiaries, associates and interests in
joint ventures, where the timing of the reversal of the temporamrdiftes can be controlled and it is probable
that the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is reated or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the reporting date.

Deferred income tax relating to items recognized outside income or loss is recognized in correlation to thegunderlyin
transaction either in other comprehensive income or directly in equity.

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to set off
current income tax assets against current income taktiegand the deferred income taxes relate to the same
taxable entity and the same taxation authority.

3.12 Post employment benefits

The Group has a defined benefit plan (staff severance fund) to provide certain post employment benefits to Italian

empoyees following termination from the Group. Italian employees may choose to participate in an unfunded plan

within the Group or transfer their plan balance to independent external funds. These benefits are funded only to the

extent paid tdhe external fods The cost of providing benefits under the plan, for those employees that participate in

the unfunded plan within the Group, is determined using the projected unit credit actuarial valuation method. The cost

of providing benefits for those employeesttbhoose to transfer their plan to independent external funds are

considered as defined contributions and are accrued as the employees render the related service. Actuarial gains and

losses are immediately recognized in the consolidated income stateimendefined benefit liability represents the

present value of the Groupébés defined benefit plan obliga
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3.13 Sharebased payment transactions

Employee®of the Group may receive remuneration in the form of shased payment transactions, whereby
employees render services as consideration for equity instruments {&eftlitg transactions). The cost of equity
settled transactions with employees is measy reference to the fair value on the date they are grantedair
value is determinedsing a binomial model, further details of which are providedote 35.

The cost of equitgettled transactions is recognized, together with a correspondmegée in equity, over the period

in which the performance and/or service conditions are fulfilled, ending on the date in which the relevant employees

become fully entitled to the award (vesting date). The cumulative expense recognized fesettjaiijtansactions

at each reporting date until the vesting date reflects the extent to which the vesting period has expired and the
Groupbs best estimate of the number of equity instrument
credit for aperiod represents the movement in cumulative expense recognized as of the beginning and end of that

period.

No expense is recognized for awards that do not ultimately vest, except forsjtldy transactions where vesting

is conditional upon a market nonvesting condition, which are treated as vesting irrespective of whether or not the
market or norvesting condition is satisfied, provided that all other performance and/or service conditions are
satisfied.

Where the terms of an equisgttled trapaction award are modified, the minimum expense recognized is the expense
as if the terms had not been modified, if the original terms of the award are met. An additional expense is recognized
for any modification that increases the total fair value oftierebased payment transaction, or is otherwise

beneficial to the employee as measured at the date of modification.

Where an equitsettled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yekecognized for the award is recognized immediately. This includes any award whesestiog

conditions within the control of either the entity or the employee are not met. However, if a new award is substituted
for the cancelled award, and designated esplacement award on the date that it is granted, the cancelled and new
awards are treated as if they were a modification of the original award, as described in the previous paragraph. All
cancellations of equitgettled transaction awards are treatagaéy.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of diluted
earnings per shar@yrther details of which are provided Note 32.

3.14 Financial instrumentsi initial recognition and subsequat measurement
a) Financial assets

Initial recognition and measurement

Financial assets within the scope of IASF3@8ancial Instruments: Recognition and Measurenastclassified as

financial assets at fair value through profit or loss, loans and re&esy&ieldto-maturity investments, availabfer-

sale financial assets, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The
Group determines the classification of its financial assets at initial recognition.

Financial assets are recognized initially at fair value, plus, in the case of investments not at fair value through profit
or loss, directly attributable transaction costs.

The Groupds financial assets incl uvdablesdamshndatieed cash equi v
receivables, availablfor-sale financial investments, and derivative financial instruments.

91



LQTTOMAIICA

— GROUP ———

2009 Annual Report
LOTTOMATICA GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
3.14 Financial instrumentsi initial recognition and subsequent measurement (continued)

Subsequent measurement
The subsequembeasurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss;
Loans and receivables;

Held-to-maturity investments; or

Available-for-sale financial investments

Financial assets at faivalue through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets
designated upon initial recognition at fair value through profit or loss. Financial assets are classdiddas h

trading if they are acquired for the purpose of selling or repurchasing in the near term. This category includes
derivative financial instruments entered into by the Group that are not designated as hedging instruments in hedge
relationships as digfed by IAS 39. Derivatives, including separated embedded derivatives are also classified as held
for trading unless they are designated as effective hedging instruments. Financial assets at fair value through profit
and loss are carried in the statemdfrftrancial position at fair value with changes in fair value recognized in the
income statement.

Loans and receivables

Loans and receivables are noerivative financial assets with fixed or determinable payments that are not quoted in
an active marketfter initial measurement, such financial assets are subsequently measured at amortized cost using
the effective interest rate method, less impairment. Amortized cost is calculated by taking into account any discount
or premium on acquisition and fees oists that are an integral part of the effective interest rate method. The

effective interest rate method amortization and losses arising from impairment are recognized in the consolidated
income statement.

Held-to-maturity investments

Non-derivative finaial assets with fixed or determinable payments and fixed maturities are classified-@s held
maturity when the Group has the positive intention and ability to hold them to maturity. After initial measurement,
held-to-maturity investments are measureciaortized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisitionsamdcfests that are

an integral part of theffective interest method he effective inteest rate method amortization and losses arising
from impairment are recognized in the consolidated income statefenGroup did not have any helgtmaturity
investments during the years ended December 31, 2009 and 2008.

Available-for-sale financial hvestments

Available-for-sale financial investments include equity and debt secuiiitpsity investments classified asailable
for sale are those, which are neither classified as held for trading nor designated at fair valugptbfiugHoss.
Delt securities in this category are those which are intended to be held for an indefinite pgnedasfd which may
be sold in response to needs for liquidity or in response to changes in the market conditions.

After initial measurement, availabfer-sde financial investments are subsequently measured at fair value with
unrealized gains or losses recognized as other comprehensive income in the net unrealized gain/(loss) reserve until
the investment is derecognized, at which time the cumulative gais®rd recognized in the income statement, or
determined to be impaired, at which time the cumulative loss is recognized in the income statement and removed
from the net unrealized gain/(loss) reserve.

92



