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LOTTOMATICA GROUP AND SUBSIDIARIES

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

13, Long-term debt

June 30, December 31,
(thousands of euro) 2007 2006
Non-current
Senior Credit Facility 1,658,351 1,699,399
Capital Securities 741,967 763,865
4.80% Bonds 368,280 359,446
Other 1,053 1,185
2,769,651 2,823,895
Less current portion 66,236 82,310
2,703,415 2,741,585
Current
Short-term borrowings
Senior Credit Revolving Facility 18,515 7,754
Other 25,338 7,154
43,853 14,908
Senior Credit Facility

In May 2006, in connection with the acquisition of GTECH Holdings Corporation, Gold Acquisition Corp., an
indirect wholly-owned subsidiary of Lottomatica, entered into a US$2.8 billion unsecured senior facilitics
agreement with a syndicate of financial institutions {the “Senior Credit Facility’). The Senior Credit Facility
expires on August 29, 2012. The Senior Credit Facility is unsecured and unsubordinated and is fully and
unconditionally guaranteed by Lottomatica, GTECH Holdings Corporation (formerly known as Gold Holding
Co.), and GTECH Rhode Island Corporation. The Senior Credit Facility provides for the following facilities
(USS$ in thousands):

Amount
Committed amount borrowed at
available June 30. 2007
Term facility A 1,710,000 1,710,000
Term facility B 550,000 550,000
Revolving facility 250,000 25,000
Guarantee facility 250.000 12,892
2,760,000 2,297,892

The Senior Credit Facility requires that GTECTH repay Term Facility A and Term facility B pursuant to the
following schedule (US$ in thousands):

2007 2008 2009 2010 2011 2012 Total
$ 60,000 $ 120,000 $ 180,000 $ 210,000 $ 210,000 $ 1,480,000 $ 2,260,000
f—————————— ——— _— _—
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13. Long-term debt (continued)

Interest is generally payable monthly in arrears at rates determined by reference to the LIBOR rate plus a margin
based on the Group’s ratio of total net debt to earnings before interest, taxes, depreciation and amortization, and
the Group’s senior unsecured long-term debt rating. A facility fee is payable quarterly at a rate of .30% per

annum on the total available commitment of Term Facility B, the Revolving Facility, and the Guarantee Facility.

The Senior Credit Facility has covenants and restrictions including, among other things, requirements relating to
the maintenance of certain financial ratios, limitations on capital expenditures and acquisitions, and limitations on
dividends. Violation of these covenants may result in the full principal amount becoming immediately payable
upon written notice. At June 30, 2007 and December 31, 2006, we were in compliance with all covenants and
restrictions.

On August 29, 2006, GTECH, as successor-in-interest to Gold Acquisition Corp., borrowed US$1.71 billion
under Term Facility A and used the proceeds to fund a portion of the GTECH acquisition purchase price.

On October 2, 2006, GTECH borrowed US$550 million under Term Facility B and used the proceeds to redecem
the Senior Notes issued by GTECH.

Capital Securities

In May 2006, Lottomatica issued €750 million of subordinated interest-deferrable capital securities due March
2066 (the “Capital Securities™). The Capital Securities have a fixed coupon rate of 8.25% payable annually
through March 31, 2016 and thereafter have a variable interest rate of six-month EURIBOR plus 505 basis points
payable semi-annually. The Capital Securitics have received a rating equal to a BB and Ba3 by Standard &
Poor’s Rating Scrvice and Moody’s Investors Service Limited, respectively. The Capital Securities are listed on
the Luxembourg Stock Exchange.

The Capital Securities are redeecmable at maturity, at par value after March 31, 2016, upon the occurrence of
ccrtain tax events, through open market purchases, by public cash tender offer, or if a change of control event
exists.

Debt issuance costs associated with the Capital Securitics are being amortized over 10 years beginning May
2006.

The Capital Securities allow Lottomatica to opticnally defer coupen payments and mandates deferral of coupon
payments if Lottomatica is in breach of the interest coverage ratio as defined in the Capital Securities agreement.
Under circumstances described in the Capital Securities agreement, Lottomatica is required to scttle deferred
coupon payments in cash or equity. Lottomatica is restricted from paying any dividend prior to settling deferred
coupon payments.

The terms of the Capital Securities require Lottomatica to authorize the issuance of ordinary shares in accordance
with a resolution approved by Lottomatica shareholders. At each annual general meeting, the value of the
ordinary shares authorized for issuance must be equivalent to the coupon payments due during the following two-
year period. At December 31, 2006, the authorization was in place for the issuance of capital up to €170 million.
Coupon payments over the next two years are approximately €116 million.
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13. Long-term debt (continued)

Prior to the issuance of the Capital Securities in May 2006, Lottomatica entered into swap option contracts for a
notional value of €750 million with financial institutions that effectively limited Lottomatica’s exposure to
movements in interest rates from the date Lottomatica entered into the swap option contracts to the date that
pricing was fixed on the Capital Securities issuance. The swap option contracts were terminated during May
2006 for a gain of approximately €5.7 million, which was recorded to Other reserves in the Consolidated
Statement of Changes in Equity and is being amortized over 10 years.

4.80% Bonds

In December 2003, Lottomatica issued €360 million principal amount of 4.80% bonds due December 2008 (the
“4.80% Bonds™). The 4.80% Bonds arc unsecured and unsubordinated and are fully and unconditionally
guaranteed by GTECH Holdings Corporation (formerly known as Gold Holding Co.), GTECH Corporation, and
GTECH Rhode Island Corporation. The 4.80% Bonds have a fixed coupon payment of 4.80% payable annually
each December. The 4.80% Bonds are redeemable at maturity, upon the occurrence of certain tax events, through
open market purchases, or by public cash tender offer.

Letters of Credit

At June 30, 2007, there were €380.8 million of letters of credit issued and outstanding. The total weighted
average annual cost for all letters of credit was 0.49%. Our customers are typically the beneficiary on these
letters of credit that are principally issued to guarantee our performance as it relates to our customer contracts.
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14. Other liabilities (non-current and current)

June 30, December 31,
{thousands of euros} 2007 2006
Other non-current liabilities
Deferred revenue 18,714 20,851
Share of non-current liabilities of joint ventures 17,007 14,947
Contingent liabilities related to GTECH acquisition 13,940 15,623
Staff severance fund 9,014 8,829
Long-term advance payment from customer 6,949 9,174
Brazil shutdown reserve 4,627 -
Other 8,124 7,185
78,375 76,609

The Group has a defined benefit plan (staff severance fund) to provide certain post employment benefits to Italian
employees following termination from the Group. Italian employees may choose to participate in an unfunded
plan within the Group or transfer their plan balance to independent external funds. These benefits are funded
only to the extent paid to the external funds. The cost of providing benefits under the plan is determined using
the projected unit credit actuarial valuation method. The defined benefit liability represents the present value of
the Group’s defined benefit obligation.

During the first half of 2007, Italian law and subsequent decrees and regulations were issued requiring the Group
to remeasure its December 31, 2006 defined benefit liability in accordance with the new law both retrospectively
and prospectively and to record any adjustment during the first half of 2007. The Group will complete the
actuarial remeasurement and record any adjustment in the second half of 2007, which, based on preliminary
estimates, is not expected to be material to the Group’s results.

June 30, December 31,
(thousands of euros) 2007 2006
Other current liabilities
Accrued expenses 64,934 151,022
Advance payments from customers 43,736 20,877
Employce compensation 27,923 37,364
Taxes other than income taxes 25,208 25,466
Advance billings 15,393 14,074
Deferred revenuc 14,865 13,879
192,061 262,682
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15. Segment information
The Group is comprised of the following three business segments:

¢ Lottery segment — operates and provides a full range of services, technology and products to government
sponsored online, instant and traditional Lotteries and pari-mutual betting and sports pools.

e  Commercial Services segment - performs high-volume transaction processing of non-lottery commercial
transactions such as retail debit, credit and charge card transactions, bill payments, electronic tax payments,
utility payments, prepaid cellular telephone recharges, and refail-based programs.

e  Gaming Solutions segment — provides solutions, products and services relating to video lottery terminals
(“VLTs") and systems for VLTs and amusement with prize machines.

Prior to the acquisition of GTECH on August 29, 2006, the Group was comprised of two reportable business
scgments: Games and Commercial Services. Subsequent to the acquisition, the Games segment was separated
into the Lottery and Gaming Solutions segment.

The following tables present revenue and operating income information regarding the Group’s business segments
for the three and six months ended June 30, 2007 and 2006, respectively. All operating income is from
contlinuing operations.

For the three months ended June 30, 2007
Commercial  Gaming

(thousands of euros) Lottery Services Solutions  Unallocated Total
Revenue
Revenue from third-party customers 347,934 30,312 21,946 - 400,192
[ntercompany revenue - - - - -
Total revenue 347,934 30,312 21,946 - 400,192
Results
Segment operating income (loss) (a) 109,465 9,671 (2.544) (17.312) 99,280
For the three months ended June 30, 2006
Commercial Gaming
{thousands of euros) Lottery Services Solutions  Unallocated Total
Revenue
Revenue from third-party customers 130,668 17,492 2,094 - 150,254
Intercompany revenue - . - : i
Total revenue _ 130,668 17,492 2,094 - 150,254
Results
Segment operating income (loss) 66,074 7,409 (1,456) 9,541) 62,486
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15. Segment information (continued)

For the six months ended June 30, 2007
Commercial ~ Gaming

(thousands of euros) Lottery Services Solutions  Unallocated Total
Revenue

Revenue from third-party customers 732,710 63,921 318,863 - 835,494

Intercompany revenue - - - - -
Total revenue 732,710 63,921 38,863 - 835,494
Results

Segment operating income (foss) (a) 259,728 22,868 (5,835) (37,329) 239,432

For the six months ended June 30, 2006
Commercial ~ Gaming

(thousands of euros) Lottery Services Solutions  Unallocated Total
Revenue

Revenue from third-party customers 298,966 36,893 4,628 - 340,487

Intercompany revenue - - - - -
Total revenue 208,966 36,893 4,628 - 340,487
Results

Segment operating income (loss) 157,388 16,839 (1,955) (15.977) 156,295

(a) Operating income for the Commercial Services business segment includes approximately €4.8 million and
€8.8 million related to the disposal group held for sale for the three and six months ended June 30, 2007,
respeciively.

Unallocated segment operating income (loss) for all periods presented represents general, administrative, and
corporate expenses that relate to the Group as a whole and which cannot be directly attributed or allocated to
segments on a reasonable basis.
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