



















































































































































































































































































LSITOMATICA

——— GROUP ——

Third Quarter 2008 Report
LOTTOMATICA GROUP AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

22. Litigation (continued)
4. Summons to Formula Giochi Shareholders

On October 26, 2005, the companies Karissa Holding S.A., Cored International S.A., Mr. Massimo Maci and
shareholders of Formula Giochi S.p.A. in liquidation (operating in the gaming collection and wagering market) served
summons on Lottomatica and Sisal, on their own behalf and subrogation for the Formula Giochi, to appear on January
30, 2006 before the Court of Appeal of Rome. The plaintiffs requested the assessment of the liability of Lottomatica
and Sisal S.p.A. for engaging in the anticompetitive conduct enjoined by the order of the Authority of November 23,
2004, which conduct, the plaintiffs allege, was responsible for (i) their inability to sell their stake for €3.0 million and
(i) Formula Giochi S.p.A.’s inability to enter the gaming and wagering market, which caused the business valuc of
Formula Giochi to decrease by €34.2 million. The plaintiffs also requested, on their own behalf and subrogation for
the Formula Giochi, that Lottomatica and Sisal 8.p.A. be ordered, jointly and severally, to pay directly to the plaintiffs
damages totalling €37.2 million in the aggregate.

Apart from a number of prejudicial issues concerning, infer alia, plaintiff legitimacy, the documents of the
proceedings initiated by the Italian Competition and Market Supetvisory Authority (the “Authority”) do not indicate
that Lottomatica’s conduct was prejudicial and detrimental to Formula Giochi. Conversely, the documents in the trial
dossier, literally transposed in the Authority order to close the case, and in particular, the statements made during the
November 10, 2003 hearing by the managing director of Formula Giochi, show that “the dissolution of the recently
established third pole” derives from causes that are not related to Lottomatica.

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

In a brief dated March 31, 2006, Karissa and others, by presenting their motions consequent to the occurred
appearance of Formula Giochi S.p.A. have acknowledged the entrance into a settlement agreement between the same

Formula Giochi and Sisal S.p.A. to settle the lawsuit pending between them. This agreement envisaged payment of
€0.5 million to Formula Giochi.

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

It was noted how, in the merit, the €0.5 million settlement between Sisal and Formula Giochi against claims by the
latter amounting to €34.0 million provided an idea of Formula Giochi’s claims, so much so that it attributed the failure
of the third pole to Sisal, who had a a Director, in common with Formula Giochi. Such circumstances do not exist for
Lottomatica, which had no relations with Sisal with regard to Formula Giochi (as shown by the Authority order), nor
with Formula Giochi itself.

On November 29, 2006, the Court of Appeals, accepting the request made by the opposing party, designated Angelo
Novellino as expert witness in order to estimate any damages. The hearing has been postponed to February 19, 2007
for the swearing and queries formulation,
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After hearing the expert witness’s testimony, the Court of Appeals admitted the following queries:

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

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

¢) ifthe response to point 2 was positive, whether it was possible to quantify the damages suffered by Formula
Giochi for having missed said opportunity, referring to valid economic parameters and according to rational
methods leading to statistically plausible conclusions, and a prudent evaluation.

The expert opinion presented on February 21, 2008 included:

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

®  “the absence of Formula Giochi from the ex Coni games tender resulted from the group’s financial difficulties,

the lack of authorization of the strategic plan and the lack of financial support from the shareholders”.

The expert witness included that Lottomatica and Sisal did not cause any damage to Formula Giochi and that it was
the company’s financial and economic difficulties which prevented the company from participating in the ex CONI
games tender.

At the June 9, 2008 hearing the Court of Appeals reserved any observations regarding some objections presented by
Formula Giochi pertaining to the expert witness testimony. The Court of Appeals claimed that the objections should

be however included during the decision-making process. The closing hearing has been set to October 4, 2010.

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

5. Appeal Concerning Network Tender

On October 27, 2005, the joint venture composed of Albacom-Fastweb served an appeal on Lottomatica before the
TAR of Lazio challenging the tender process relating to, and seeking the annulment, after suspension, of a contract for
data transmission services on the private Lotto network operated by Lottomatica in favour of Telecom Italia; and

requested that Lottomatica be sentenced to pay damages.

Lottomatica filed an appearance requesting that the claims made by plaintiff be rejected.
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At the hearing of November 23, 2005, the JV Albacom-Fastweb withdrew its suspension request. The hearing was
scheduled for October 11, 2006, at which Lottomatica filed a motion to suspend the hearing due to the merger of
Lottomatica into NewGames S.p.A. The appeal was sent for a decision specifically highlighting the cause of the
suspension, on which the TAR of Lazio reserved to decide. On October 11, 2006 the TAR of Lazio decided to
interrupt after taking note of the merger of Lottomatica into NewGames S.p.A.

On January 9, 2007 the RTI Albacom — Fastweb notified resumption of the proceeding. According to the legal
counsel of Lottomatica, the resumption of the appeal was notified late.

6. “LAS VEGAS?” Instant Lottery Petitions

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

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

The Consortium deems these requests to be unfounded in that they do not follow the Game Regulations which
explicitly describe the qualifications of a winning ticket.

To date, the following rulings have been issued:

a) 95 rulings fully accepting the reasons put forward by the counsels assisting the Consorzio Lotterie Nazionali
during the trial;

b) 15 rulings in which, although rejecting the main claim to pay winning tickets, the Judge accepted the damage
compensation claim for deceptive advertising in the notices printed on the back of the tickets (about €250.00 per
position);

¢} 29 rulings which rejected the main claim to pay winning tickets, but the Consortium was sentenced to reimburse
the cost of the tickets, in addition to damage payment (about €300.00 per position), for it was not proven during
the trial that the game regulations had been put up in the individual retailers’ premises;

d) 56 rulings accepted payment of the prize amount in addition to claim compensation.

With regard to unfavourable rulings, the Consortium instructed its counsels to file an appeal with the Supreme Court
(to date, 47 appeals have been filed).

To date, the Court issued 16 court orders declaring the appeals presented by the Consortium to be inadmissible.

To date, the rulings have not been released yet and thercfore it cannot be ascertained whether the Supreme Court
admitted the opinion of the Public Prosecutor.
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