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MANAGEMENT REPORT
As of December 31, 2008

LOTTOMATICA S.P.A. OVERVIEW

Lottomatica S.p.A. (sometimes referred to asttomaticd or the “Company”) is one of the largest
lottery operators in the world, based on total wagand a leader in the Italian gaming industry.

On August 29, 2006, Lottomatica completed its asitjion of GTECH Holdings Corporation (“GTECH"),
the world’s leading operator of gaming and servieeinology and systems.

GTECH'’s core market is the lottery industry, forighit designs, sells, and operates a complete sdiit
lottery-enabled point-of-sale terminals. The GTEteHninals are electronically linked with a centzald
transaction processing system, which mediatesryottends between the retailers where transactioas a
enabled, and the lottery authorities.

Lottomatica and GTECH together (sometimes refetwetbllectively with their respective subsidiares

the “Lottomatica Group”) comprise a fully integrdt®ttery operator and gaming technology solutions
provider — a combined company with worldwide scalensiderable financial strength, and industry-
leading customer solutions. The combination of dimtitica and GTECH has positioned the Company to
provide a complete offering of technology and sesito manage the entire chain of actual and patent

clients in the lottery sector. The newly formed tbatatica group capitalizes on the convergence of
operator programs (video lotteries) and commeridivities (casinos) in the world of machine gaming
through a wide variety of video terminals, gameteyys and game content while offering commercial
applications over existing infrastructure networkhese goals are achieved by maximizing the
competitive advantages derived form the econonfissale in research and development and in acoess t
capital markets resulting from the global dimensiohits own operations.

Lottomatica is majority owned by the De Agostinio@p, a century-old publishing, media, and financial
services company. Lottomatica is publicly tradedtee Italian Stock Exchange (LTO).

At December 31, 2008, Lottomatica had 868 employeasipared to 757 at December 31, 2007).



LOTTOMATICA

2008 Annual Report

TRENDS IN REVENUES BY LINE OF BUSINESS

For the year ended December 31, 2008 Lottomatidanbaprofit of €115.6 million, as compared to €69.
million in FY2007.

Revenues from sales and services totaled €372I®mih FY2008, as compared to €394.4 million in
FY2007.

INCOME STATEMENT

Reclassified 2008 2007

Revenues from sales and services 372,771,017 394,377,854
Other revenues 92,828,294 90,346,858
Totoal revenues 465,599,311 484,724,712
Costs for good and services 197,185,965 201,234,193
Changes in inventories - -

ADDED VALUE 268,413,34¢ 283,490,519
Labour costs 71,013,50:< 68,200,922
Management costs 3,776,542 5,212,791
Other provisions 65,345 7,232,909
Receivables write-downs 1,184,000 86,000
GROSS OPERATING MARGIN (EBITDA) 192,373,95¢ 202,757,897
Intangible amortization 3,511,159 4,215,689
Tangible amortization 29,527,274 33,105,550
Fixed asset write-downs - 1,281,516
OPERATING RESULT (EBIT) 159,335,52: 164,155,142

Financia Earings (Expences)

(10,935,179)(55,707,426)

GROSS RESULT (EBT) 148,400,34¢ 108,447,716
Taxes (32,864,131) (39,447,986)
NET PROFIT 115,536,21 68,999,730

The figures as of December 31, 2008 showed a dezreampared to the same period of the previous
year, both in terms of the overall wagers placed rvenues for the fees due to Lottomatica. Theze a
two main types of wagers: “normal” wagers (so-ahlleore”), which remain structurally stable ovené

and allow Lottomatica to achieve significant ecormmmesults, and “speculative” bets made on late
numbers (meaning those numbers that have not beemdor more than 100 drawings), where some
players concentrate an additional amount of bdth, unit values considerably higher than average.

Data analysis highlights total wagers of €5.85idmillin FY2008, a decrease of approximately 5.3%
compared to FY2007. The wagers for late numberB¥A008, equal to approximately €806 million,
showed a decrease compared to the €942 milliohersame period of the previous year. “Core” wagers
also showed a decrease, totaling €5.0 billion i2G08 compared to €5.2 billion in FY2007.

Wagers €/000 Bets x 1,000 Revenues €/000
First Quarter 2008 1,487,287 610,185 96,545
First Quarter 2007 1,603,080 650,561 103,987
Delta % (7.2)% (6.2)% (7.2)%
Second Quarter 2008 1,510,451 574,728 97,199
Second Quarter 2007 1,539,760 609,496 99,039
Delta % (1.9)% (5.7)% (1.9)%
Third Quarter 2008 1,436,725 567,394 92,168
Third Quarter 2007 1,530,950 576,008 98,147
Delta % (6.2)% (1.5)% (6.1)%
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Fourth Quarter 2008 1,417,540 588,962 86,284
Fourth Quarter 2007 1,503,480 592,502 85,796
Delta % (5.7)% (0.6)% 0.6%
December 31, 2008 5,852,003 2,341,268 372,196
December 31, 2007 6,177,270 2,428,567 386,969
Delta % (5.3)% (3.6)% (3.8)%

As a result of the decrease in wagers, the totalbew of bets declined from approximately 2.4 billfor
FY2007 to 2.3 billion in the same period of FY2008.

The reduction in wagers may be attributable toittieduction of the third weekly drawing and to the
reduction in the number of players due to an irsedaoffer in the gaming market.

Lottomatica revenues experienced a decrease fr@ €dllion in FY2007 to €372.2 million in FY2008
attributable to the 5.3% decrease in wagers.

Other revenues increased from €90.3 million in F¥26 €92.8 million in FY2008 mainly attributable t
the intercompany transactions issued by the pa@mpany Lottomatica SpA to the subsidiaries in the
Group. Intercompany transaction increased from&mwllion in FY 2007 to €83.8 million in FY 2008.

OPERATING COSTS AND EBITDA ANALYSIS

Operating costs in FY2008 totaled €273.2 millioampared to €281.9 million in FY2007; EBITDA in
FY2008 was €192.3 million, compared to €202.7 wrllin FY2007. The marginal revenue impact from
sales and services decreased from 41.8% in FY2007.8% in FY2008.

The following factors contributed to the decrea€&7 million in operating costs:

» decrease in advertisement costs of €(4.5) millid&g(4(3) million in 12/31/2007):related to the
decrease in Lotto wagers. This item includes albemses related to the Lotto game, which
expenditure for website, contests with prizes, spoship and advertising costs;

* decrease in costs (logistics, paper materials, aibter variable costs) of €(2.7) million (€(2.6)
million in 12/31/2007):related to the decrease in Lotto wagers. This ipeimarily includes costs
related to raw materials and relative transportscos

» decrease in receivable write down of €(6.1) milli¢&(0.8) million in 12/31/2007)related to the
Sisal litigation in 2007;

» decrease in various management costs of €(2.1) iamli(€(14.6) million in 12/31/2007)related
mainly to the decrease in economies of scale;

* increase in labor costs of €2.8million (€15.4 mdh in 12/31/2007)related mainly to the increase
resulting from the renegotiation of the nationaldieemployment contract and from an increase of the
headcount;

* increase in network costs of €3.0 million (€(11.8)illion in 12/31/2007): related to the M380E
terminal maintenance costs;

» increase in other costs of €0.9 milliomelated to higher costs incurred by insurancenitrg and
promotional activities.

The promotional and advertising activities carmeed in FY2008 have been carried out with the folloyv
objectives:
» Strategic incentive operations aimed at the fil&nt and sales network in order to increase
support to wagers;
» Consolidate gaming awareness in order to reminai€it) players and to push sales;
» Restore the Lotto image and its positive valuesufih communication activities that bring the
game closer to the people.
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In order to fulfil the above objectives:

» Two promotional activities (RCS Replay, Bella laa)jiaimed at the final client in order to reach
all the targeted players in the course of the yEhe. activities gave the players the possibility to
reuse non-winning Lotto playslips (and thereforeentwice the possibility of winning).

Both above the line (using the Media with headikgewn and appealing for both the male and
female targets) and below the line (through ad pwot of sale materials) communications were
used.

» An incentive program for the sales network (Playbptvith the aim to increase and support the
wager of Lotto in the second half of the year.

» Two promotional events “on site” (Gianni Morandinocert and Christmas promotions at the

major train stations Promo Natale nelle Grandi Stazioni'which reached a cast number of
people and offered the possibility to inform thélriabout the game in a simple manner and in a
fun environment.
Press releases were used to support the Morandakoog with small promotional releases on a
specialized circuit and media relations throughbet tour. Supporting the promotional activities
at the Grandi Stazioni (major train stations) wtre various commercials aired at the various
stations.

» Together with the above mentioned activities, 2 mamications flights were carried out in May
and December through 30 second TV commercialssihaived the game in a modern and iron
light (the numbers and their meanings). The cammpaigs launched at the end of 2007 and aimed
at “modernising” the image of the game and bringipgto date the traditional elements of Lotto
and therefore bringing it closer to a younger gaetien of players.

EBIT for FY2008 totalled €160 million, compared to €18%nillion in the previous year. The €24.2
million in crease is attributable to the decreaseekchange rate costs incurred by the GTECH
intercompany loan.

December 31, Changes
(thousands of euro) 2008 2007 € %

Operating income 159,336 164,155 (4,819) (2.9)
Equity (income loss) - - -
Other incomes - - -
Other expences - - -
Foreign exchange profit (loss) 666 (28,378) 29,044  >100%
EBIT 160,002 135,777 24,225 17.8

Financial earningspresented a negative balance of €10.7 million extetid of FY2008, as compared to
€55.7 million at the end of FY2007.

Financial Income and Expense:

December 31, 200¢ December 31, 200" Difference
(euro)

Total Financial Income 88,538,372 65,298,96€ 23,239,406
-) Dividends received 65,532,661 17,129,981 48,402,680
-) Bank interest income 4,644,983 6,707,435 (2,062,452)
-) Foreign exchange gain 837,382 319,593 517,789
-) Loan Interest income 17,270,754 41,099,56¢€ (23,828,812)
-) Other finance income 252,592 42,391 210,201

Total Financial Expenses (99,473,551 (121,006,392 21,532,841
-) Bank interest liabilities 1,841,184 74,483 1,766,701
-) Capital Securities 88,911,00¢ 81,770,981 7,140,027
-) Foreign exchange losses 171,198 28,697,64¢ (28,526,450)
-) Loan Interest payable 8,031,855 10,463,28C (2,431,425)
-) Other finance expenses 518,306 518,306

Total (10,935,179 (55,707,426’ 44,772,247
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This negative balance derives in great part froeitiberest expense on the Capital Securities falae

of €750 million issued in connection with the GTE@EQuisition in August 2006, from the 4.80% Bond
closed in December 2008, from the new €360 milkgndicate loan taken out in December 2008 and
from the Revolver Facility of €300 million closed May 2008.

Interest expenses for the various loans can bealealivias follows: €64.4 million from the Capital
Securities, €17.3 million from the €360 Bond, €fillion from Senior Credit Facility, €1.8 milliorrdm
short term loans and €0.9 million from the €360lioml syndicate loan (all amounts include the priara
effect from the capitalization of issuance costd possible derivatives from the interest rate).

Investments

Investments at December 31, 2008 consist of:

* Intangible Assets€6.4 million (€2.3 million at 12/31/2007) for,ghdevelopment of new platforms
and operating systems (i.e. Linux) (€2.5 milliotie improvement of the IP network (€2.1 million),
new licenses (i.e. McAfee) (€0.8 million) and atf@&L.9 million);

» Fixed Assets €6.9 million, primary for the acquisition of eteonic devices (€4.3 million),
investments in the office locations (€1.9 millioahd for equipments (€0.6 million);

* Financial Assets€320.4 million (€640.1 million at 12/31/2007) fibre following:

— €150 million capital contribution to Lottomaticatémnnational Hungary. Lottomatica acquired
20% of the Company, established on July, 12, 20@ftgmatica International S.r.l. owned 80%
of the company). Its main activity exclusively redmthe acquisition of shares and participations
in companies and other entities;

— €157.5 million to GTECH Holding (€1.06 billion 2 42/31/2006), mainly related to the stock
option plans for GTECH employees in connectiorhs&TECH acquisition completed in August
2006;

— €8.0 million for the capital reconstitution of SB@ultitel S.r.I. on June 9, 2008 for its change
from a joint stock company to a limited respongdipicompany when it was transferred from
Totobit Informatica S.p.A. to Lottomatica. Totoloitvned 80% of the company and its 640,000
shares were transferred;

— €2.8 million capital payment to Ayperos Technolegie January 18, 2008.

PREDICTABLE DEVELOPMENTS

In 2009, the company expects to increase spendinigotto in order to increase current high spending
player fidelity, to consolidate occasional playansl to develop and maximize the sales network #sawe
the continuous presence of the Lotto on variougdiht media. The operations will aim to moderriize
image of the game and make it more appealing akasetompetitive (for example, by launching an
optional game) and to improve some structural efgsn¢hat are considered highly important by the
players (for example, increase the winning freqyknét the same time, Management will continue to
increase the incentive for trade and in-store #i&s: The above will be supported by a 360°
communication strategy together with a combinatbadvertising on traditional media as well as rstyo
media relations in order to motivate occasionayg@ia with a new language codes and to maintain the
awareness of devoted players.
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DE AGOSTINI SP.A. FINANCIAL STATEMENTS

A summary report of De Agostini S.p.A.’s most reicBnancial statement, certified according to Hali
accounting principles, is presented below. The Rat®mpany De Agostini S.p.A., pursuant to Article
2497bis of the Italian civil code, carries out the actmitf direction and control.

DE AGOSTINI S.p.A. - December 31, 2007
(thousands of euro)

BALANCE SHEET

ASSET:

A) Due from shareholders for unpaid capital

B) Fixed Assets 2,861,614
C) Current Assets 649,082
D) Accrued income and prepaid expenses 35,503
Total Assets 3,546,199
LIABILITY:

A) Shareholders' Equity

-) Issued Capital 42,000
-) Reserves 3,122,439
-) Profit (Loss) for the period 100,345
B) Provisions for risk and charges 29,234
C) Staff Several Fund (TFR) 1,719
D) Payables 250,411
E) Accrued expenses and deferred incomes 51
Total Liabilities 3,546,199

INCOME STATEMENT

A) Value of Production 2,745
B) Production costs 26,651
C) Financial incomes and charges 136,440
D) Value adjustments to financial assets (9,900)
E) Extraordinary incomes and charges 7,975
Income Tax for the period 10,264
Profit (Loss) for the period 100,345

Related Party Disclosure

Please refer to the present financial statementstHe financial information between Lottomatica,
company that carries out the activity of directiamnd control, and the Group subsidiaries pursuant to
Article 2497bis of the Italian civil code.

Other Information
As required by Italian law, the Company declarest ih has not directly carried out any research and
development activities in the course of the year.

The Board of Directors’ Meeting of Lottomatica, puant to the powers granted by the Shareholders’
Meeting held on April 23, 2007 and on April 15, 80@solved on July 31, 2008 to assign free of aharg
to the beneficiaries of th2006-2011 Share Allocation Time-Based piamoverall maximum amount of
73,897 company owned shares corresponding to ttmdenstalment of the Plan that were all consigned
between August 29, 2008 and September 13. Forefuiifiormation, please refer to the following seuti
Long Term Incentive Plans.
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The Company is included in the Consolidation of ééabrago’s and C. S.a.p.A.’s B&D Holding which
as of 2008 issued a new National Tax Consolidd®egulation on Company Interests participation.

LONG TERM INCENTIVE PLANS

Long term incentive plans adopted by the Companyfawour of directors and/or employees of
Lottomatica and/or its direct or indirect subsigiarprovide for stock option grants and restricteatk
awards to their directors, executives and key eysas. The principal purpose of granting long-term
incentives is to assist the Company in attractimgj i@taining within its group directors, officensdaother

key employees, to provide a market competitivel tmanpensation package and to motivate recipients t
increase shareholder value by enabling them tacjizate in the value which has been created. Mbst o
the plans are based upon three year performanceunesaents, generally based upon the Company’s
EBITDA. In general, the total value delivered itoahted 65% to stock options and 35% to restricted
stock, respectively. The following are summariethe long term incentive plans in force as of Daber

31, 2008.

Stock Option Plans

2003 — 2008 Plans

The Extraordinary Shareholders’ Meeting of Lottoicetheld on September 21, 2005 resolved to set
December 31, 2008, as the expiration date for sijdens of a maximum of €2,439,110, for issuanaks

a maximum of 2,439,110 new ordinary shares, parevaf €1.00 each, with ordinary rights, excludihg t
right of option under Article 2441, paragraph 5.tleé Italian Civil Code. To date, all the optiorsvh
been exercised.

The Extraordinary Shareholders’ Meeting of Lottoiceaheld on September 21, 2005 also resolved to set
December 31, 2008, as the expiration date for sigtiens of a maximum of €223,175, for issuancesa of
maximum of 223,175 new ordinary shares, par vafu€ldO0 each, with ordinary rights, excluding the
right of option under Article 2441, paragraph 5,tleé Italian Civil Code. To date all the optionsvéa
been exercised.

2005 - 2010 Plans

The September 21, 2005 Extraordinary Shareholdelesting of Lottomatica also resolved to set
December 31, 2010, as the expiration date foratewing subscriptions:

* a maximum of €297,580, for a maximum of 297 ,58@ mrdinary shares, par value of €1.00 each, with
ordinary rights, excluding the right of option undeticle 2441, paragraph 5, of the Italian Civib@e. To
date 297,580 options have been issued, of which1203remain exercisable and 94,460 have been
voided;

* a maximum of €57,016, for a maximum of 57,016 redinary shares, par value of €1.00 each, with
ordinary rights, excluding the right of option undeticle 2441, paragraph 5, of the Italian Civib@z. To
date none of the 57,016 options have been issued,;

* a maximum of €219,812, for a maximum of 219 8&®%/ rordinary shares, par value of €1.00 each, with
ordinary rights, excluding the right of option undeticle 2441, paragraph 5, of the Italian Civib@e. To
date, 219,812 options have been issued, of whicB385remain exercisable and 124,476 have been
voided.

2006 — 2014 Plan

The Lottomatica Board of Directors’ Meeting of Omto 18, 2006 resolved to increase the share capital
by a maximum amount of €1,500,000 by issuing ud,&00,000 new ordinary shares with a nominal
value of €1.00 each, with ordinary rights, exclggihe right of option under Article 2441, paragraplof

the Italian Civil Code to be subscribed by Decentier2014, serving the exercise of 1,188,600 option
assigned on the same date by the Board of Diréd¥t@sting and not yet due within the framework loé t
stock option plan 2006-2014 reserved for employaekottomatica and/or its subsidiaries, other than
127,700 options that may be exercised prior tovdsting period pursuant to the resolution of thardo

10
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of Directors of the Company of December 11, 2003.0f December 31, 2008 n. 752,950 options have
been assigned

2007 — 2015 Plan

The Lottomatica Board of Directors’ Meeting of May2007 resolved to increase the share capitahsigai
payments, in one or more trances and in divisibienf by a maximum amount of €1,973,790 by issuing
up to 1,973,790 new ordinary shares with a nomimahle of €1.00 each, with ordinary rights, exclygdin
the right of option under Article 2441, paragraphsdcond sentence of the Italian Civil Code, to be
subscribed by December 31, 2015, serving the eseeafi1,973,790 options assigned on the same gate b
the Board of Directors’ Meeting and not yet duehimtthe framework of the stock option plan 2007201
reserved for employees of Lottomatica and/or itissgliaries, other than 115,200 options that may be
exercised prior to the vesting period pursuanth&resolution of the Board of Directors of the Camp

of December 11, 2007.

As of December 31, 2008 n. 1,483,710 options haes lassigned

2008-2016 Plan

The Lottomatica Board of Directors' Meeting of Ap22, 2008 resolved to increase the share capital
against payment, in one or more trances and irsillei form, by a maximum amount of €2,318,045 by
issuing up to 2,318,045 new ordinary shares witiominal value of €1.00 each, with ordinary rights,

excluding the right of option under Article 244Bragraph 4, second sentence of the Italian CivileCto

be subscribed by December 31, 2016, serving thecisreof 2,318,045 options assigned on the sange dat
by the Board of Directors' Meeting and not yet euthin the framework of the stock option plan 2008-

2016 reserved for employees of Lottomatica andiersubsidiaries. As of December 31, 2008 n.
2,188,902 options have been assigned

Restricted Stock

(a) Executive Purchase of Shares at the Rightsi@df€rice

The Lottomatica Board of Directors’ Meeting of AwgglR9, 2006 resolved to increase the share capital
against payment, in divisible form, by a maximumoamt of €2,000,000 by issuing up to 2,000,000 new
ordinary shares with a nominal value of €1.00 eadth ordinary rights, excluding the right of optio
under Article 2441 of the Italian Civil Code, to bssigned by December 15, 2007, to employees of
Lottomatica and/or its subsidiaries for the pri¢dearo 24.425 each. Of the 2,000,000 shares, 15828,
have been assigned and are vested but are refriote sale for one to three years from AugustZime
depending upon the employee’s position at the Compa at its subsidiaries, provided shares carolik s

if an employee terminates from the Company orutssgliaries before the restriction is lifted.

(b) Share allocation plans (article 2349 of theliia Civil Code)

- 2006-2009 Share Allocation Plan, Reserved For |Byees of Lottomatica and/or its subsidiaries,
approved by the Shareholders’ Meeting of Lottonsatit October 18, 2006;

- 2006-2011 Share Allocation Time Based Plan, Reskifor Employees of Lottomatica and/or its
subsidiaries, approved by the Shareholders’ Meatingttomatica of October 18, 2006;

- 2007-2010 Share Allocation Plan, Reserved for lByges of Lottomatica and/or its subsidiaries,
approved by the Shareholders’ Meeting of Lottonaatit April 23, 2007;

- 2008-2011 Share Allocation Plan, Reserved for lBgges of Lottomatica and/or its subsidiaries,
approved by the Shareholders' Meeting of LottoraaticApril 15, 2008.

Originally Approved Grants

The Board of Directors’ Meeting of Lottomatica ofctOber 18, 2006 resolved to assign up to
397,8000rdinary shares within the framework of #®6-2009 Share Allocation Plan and 733,1250f
ordinary shares within the framework of the timedxh plan 2006-2011, identified the beneficiaried an
established the number of shares to be allocateddb one of them. The Board of Directors’ Meetifig
Lottomatica of May 3, 2007 resolved to assign ug86,130 ordinary shares within the framework @ th

11
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2007-2010 Share allocation plan. The Board of Dinet Meeting of Lottomatica of April 22, 2008
resolved to assign up to 286,916 ordinary sharégsmihe framework of the 2008-2011 Share allocatio
plan.

Current Plan Balances

As of December 31, 2008 the following number ofrekaare outstanding in each plan, 231,522 ordinary
shares have been assigned in the framework of @6-2009 Share Allocation Plan, 308,205 in the
framework of thdime-base®006-2011, 131,570 ordinary shares in the framewbtke 2007-2010 Plan
and 270,083 ordinary shares in the framework o2@8-2011 Plan.

In connection with the above mentioned share dilmcaplans, as well as any other future plan the
Extraordinary Shareholders’ Meeting of LottomatafaApril 23, 2007 empowered the Board of Directors
for five years to increase the share capital in@nmore trances by a maximum amount of €3,2000800
issuing up to 3,200,000 new ordinary shares, witbrainal value of €1.00 each.

The Ordinary Shareholders’ Meeting of Lottomati€april 15, 2008 empowered the Board of Directors
to purchase a maximum number of own shares equEd%o of the share capital, in compliance with the
provision of law and of the contractual commitmeatsicerning the group, also granting, pursuant to
section no. 235Ter of the Italian Civil Code, the power to dispose tven shares purchased, including
the implementation of the stock plans, with no tiimet and in the way deemed opportune.

The Board of Directors’ Meeting of Lottomatica, puant to the powers granted by the Shareholders’
Meeting held on April 23, 2007 and on April 15, 300

- On May 3, 2007, resolved a free increase in sbapéal, for a nominal amount of €99,271 by isguiip

to 99,271 new ordinary shares, with a nominal valti€1.00 each, with ordinary rights, that were all
assigned, between August 29, 2007 and Septembe08d, to the 2006-2011 Share Allocation Time-
Based plan beneficiaries;

- On December 11, 2007, resolved a free increashare capital, for a nominal amount of € 139,992 b
issuing up to 139,962 new ordinary shares, witlrinal value of €1.00 each, with ordinary rightgtt
were all assigned to some of the beneficiariedefabove stock allocation plans, contextually todhrly
termination of the respective employment relatigosh

- On April 22, 2008, resolved a free increase iarsltapital, for a nominal amount of €155,497 lsyiisg

up to 155,497 new ordinary shares, with a nomiafley of €1.00 each, with ordinary rights, that walie
assigned to the beneficiaries of the 2006-2009 eShdlocation Plan and of the 2007-2010 Share
Allocation Plan; and

- On July 31, 2008, resolved to assign free of ghaio the beneficiaries of the 2006-2011 Share

Allocation Time-Based plan an overall maximum anmafriv3,897 company owned shares corresponding
to the second instalment of the Plan that wereamdbigned between August 29, 2008 and September 13.
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2003 - 2005 Plan Total 2004 - 2005 Plan Total
] (optnon§ reIat.|ve to 2005) 2003 - (optlop rela_tlve to 2005) 2004 -
Period exercise price €14,63 2005 exercise price €18,338 2005
new price for June 2006 Plan new price for June 2006 Plan
€11,3281 €15,0361
January 2008 15,100 15,100 - -
February 2008 24,000 24,000 - -
March 2008 20,700 20,700 32,900 32,900
April 2008 - - - -
May 2008 5,700 5,700 - -
June 2008 4,400 4,400 - -
July 2008 - - - -
August 2008 - - - -
September 2008 9,400 9,400 - -
October 2008 - - - -
November 2008 5,700 5,700 3,700 3,700
December 2008 71,400 71,400 39,400 39,400
Sub Total 156,400 156,400 76,000 76,000
Total | 232,400
SHAREHOLDING OF STRATEGIC MANAGEMENT
Article 78 Issuing Regulations - Chart 3 Exhibit &
Number | Number Number
of shares | of share| Shares | of shares
Surname | Name |12/31/2007 sold |exercised 12/31/2008
Turner Bruce 857,9111882,421 24,510 -
Sala Marco 362,769 16,180 29,423 376,012
Bifulco Rosarig 186,245 20,000 - 166,245
Salvemini| Saverio 8,000 - - 8,000
Bortoli Stefang 869 3,141 6,075 3,803
Pellicioli | Renzo 70,000 - - 70,000
Patel Jaymin 182,048 12,877, 27,530 196,701
Ceretti Paolo 3,000 - - 3,000
Ascoli Renato 2,500 4,942 8,968 6,526
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REGULATORY FRAMEWORK REFERENCE

The following is a list of certain material Italiaegulations to which the Lottomatica Group is sebj
issued and published on Gazzetta Ufficiale fromoBet until December 2008.

Ministerial Decree of October 20, Technical conditions for carrying out the onling&ch
2008 and Win lottery: the “Sfida al croupier mobile”.

Ministerial Decree of October 20, Technical conditions for carrying out the onling&ch
2008 and Win lottery: the “Sette e mezzo mobile”.

Ministerial Decree of October 20, Technical conditions for carrying out the onling&ch
2008 and Win lottery: the “Miliardario mobile”.

Ministerial Decree of October 20, Technical conditions for carrying out the onling&ch
2008 and Win lottery: the “Scala reale mobile”.

Ministerial Decree of October 20, Technical conditions for carrying out the onling&ch
2008 and Win lottery: the “Black Jack on line”.

Ministerial Decree of August 14, Rules concerning technical conditions for carrymg
2008 the lottery: “Lotteria Italia 2008”.

Ministerial Decree of October 28, Technical conditions for carrying out the Scrateid a
2008 Win lottery: the “L’Albero dei premi”.

Ministerial Decree of November  Technical conditions for carrying out the onling&ch
11, 2008 and Win lottery: the “L’Albero dei premi online”.

Law of November 19, 2008 n. 184  Implementation afrdpean Union rules concerning
Public Games.

Ministerial Decree of November Termination of the Scratch and Win lotteries: the
26, 2008 “Super poker”, “Medaglia d’Oro”, “Tutti al mare” @n
“Spider-man 3”.

Ministerial Decree of December 4, Rules concerning a new way of participation to @ott
2008 Game.

Ministerial Decree of December 9, Rules concerning special carats for the sport pool
2008 games “Totocalcio”, “il 9" and “+Gol".

Ministerial Decree of December 11 Termination of the Scratch and Win online lottettye
2008 “Indiana Jones online”.

Law of December 22, 2008 n. 203 Budget Law 2009
Article 1 — paragraph 49:
- Rules concerning the operation of horse and sport
betting;
- Modification of the percentage of PREU comingnfiro
AWPs (from 12.7% to 13.4%).

14



LOTTOMATICA

2008 Annual Report

STATEMENT REQUIRED BY ARTICLE 2.6.2, SUBSECTIONS 12 AND 13 OF THE ITALIAN
STOCK EXCHANGE REGULATION ABOUT COMPLIANCE WITH CON DITIONS SET
FORTH IN ARTICLES 36 AND 37 OF CONSOB RESOLUTION NO. 16191 OF OCTOBER 29,

2007 (SO-CALLED “MARKET REGULATIONS")

Lottomatica meets the conditions for the listingcompanies with subsidiaries incorporated purst@mnt
and governed by the laws of non-EU countries, asiged for by Section 36 of the Market Regulations,
and the conditions for the listing of companiesjscbto management and coordination by other
companies, as provided for by Section 37 of thekiglalRegulations.

COMPLIANCE MODEL UNDER LEGISLATIVE DECREE NO, 231/0 1

Lottomatica first enacted the Compliance Model mvaimber of 2004, pursuant to Legislative Decree No,
231 of June 8, 2001 as subsequently amended aagtated. The Decree introduced “administrativealeg
liability in Italy, comparable in many respectsctaminal liability, arising from specific crimes oamitted

in the interest or to the advantage of entitiesl@iding the Company).

The Model conforms to the guidelines set out byliied associations and with best practices. It
represents an additional step of transparency @adried at inspiring a sense of responsibilitynirinal
and external relations, and therefore simultangoaféérs to the shareholders an adequate guarahtbe
management’s efficiency and strength for legality.

The Model has been periodically amended to refleetnew corporate structure and to comply with the
new provisions of law. The Model has been adoptsd by Lottomatica’s Italian subsidiaries in Oapb
2007.

In March 2008, the Board of Directors of Lottomatedopted a new Group Code of Conduct.

A training program on the new Code of Conduct andhe updated Model, addressed to managers and to
all employees, was launched in June 2008.

COMPLIANCE MODEL UNDER LEGISLATIVE DECREE NO, 262/0 5
In 2006, 2007 and the beginning of 2008 the Compadated its By-laws and launched the “262-Plan”
to comply with Law no, 262/05. The “262-Plan” aggli the COSO (Committee on Sponsoring

Organization) Internal Control — Integrated Framewand includes the following:

Risk Assessmert A risk assessment was conducted to provide #sistfor selecting priority
financial reporting elements and the processesastipg those elements.

Documentation PhaseDocumentation was created for each of the atificocesses including the
identification of process risks and related comstrol

Evaluation Phase An assessment of the controls design and opegratifectiveness was
performed.

Reporting Phase- Design and operating deficiencies identifieddaie have been reported to
Management and remediation Action Plans develop&dmechanism to monitor execution of
corrective action has been implemented.

On May 3, 2007 the Board of Directors, after retwj\the opinion of the Board of Statutory Auditors,
appointed as the manager in charge of draftingaratp reports and financial documents (hereindfier
“Accounting Manager”) the Company’s Chief Financiificer effective as of June 30, 2007.
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Pursuant to Article 15#8is of the Legislative Decree no, 58 of February 2498.9ntroduced by Law
no.262 of December 28, 2005, the duty of the ActiognManager is to establish appropriate
administrative and accounting procedures for theparation of the financial statements of the parent
Company, the consolidated financial statementsadirmther financial documents. The Board of Diresto

is responsible for ensuring that the Accounting Btger has adequate powers and means to carry set the
functions, and that the administrative and accognprocedures that the Accounting Manager estadish
are actually observed. The Accounting Managerdsired to issue a declaration (in a form prescrilmed
the Italian Stock Exchange) that accompanies thpotate documents and communications released to
the market regarding accounting information, inohgdinterim information, and certifies that such
information corresponds to what is recorded inGoenpany’s documents, accounting records and books.

Art. 154-bis further provides that the delegated members ofathministrative body and the Accounting
Manager also certify in a report (in a form presed by Consob) attached to first half, annual amdial
stand alone financial statements of the parent eanmp(i) the adequacy and actual application of the
administrative and accounting procedures duringpiiigod to which such accounting documents refer,
and (ii) the correspondence of such documentsa@tisounting records and their suitability for poavgy

a truthful and accurate representation of the Caryipaassets, financial position and result of ofiens,

for both stand alone and in consolidation.

PROCESSING OF PERSONAL DATA

Art. 34 of Legislative Decree no, 196 of June 30, 2003, regutertain security measures to be taken in
the event of the electronic processing of persal#h, according to the procedures set forth in the
technical specifications under Annex B to the l&mong these requirements is the one specifiedtierle
(g) for “an updated Security Policy Statement” (DP8Scumento Programmatico sulla Sicurezza).

D.P.S., in compliance with the lawpecifies the technical and organizational secumiasures adopted
on the basis of risk analysis as well as task asgansibility distribution within the data procegsi
structure in order to protect personal data regartheir correct storage and handling.

Lottomatica regularly reviews and updates the D.Ri8ch it did most recently on March 31, 2008 in
accordance with Legislative Decree no, 196/03.

Shareholders’ Meeting Proposals
The financial statements for the year ended Decen3fie 2008 were authorized for issuance in

accordance with a resolution of the Board of Dmeston March 5, 2009. On this date, the Board of
Directors also proposed to distribute a dividen€@b8 per share.

16



LOTTOMATICA

2008 Annual Report

FINANCIAL STATEMENTS
and FOOTNOTES

December 31, 2008
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LOTTOMATICA S.p.A. — BALANCE SHEET
(€) Note

ASSETS

Non-current assets

System, equipment and other assets
Goodwill

Intangible assets, net

Securities and Equity investments
Other non-current assets

o O~ W N R

Deferred tax assets
Total non-current assets

Current Assets

Inventories

Trade and other receivables
Current financial assets
Other current assets
Income tax receivables 10

© 01 00

Cash and cash equivalents 11

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent
Issued Capital

Legal Reserve

Share Premium Reserve

Treasury Shares

Other Reserve

Profits carried forwards and profits of the period

Total Equity 12

Non-current liabilities

Long-term Debt, less current portion 13
Staff Severance Fund (TFR) 14
Deferred tax liability 15
Long-term provisions 16

Total non-current liabilities

Current liabilities

Trade and other payables 17
Short-term borrowings 13
Current portion of long-term debt 13
Other current liabilities 18
Income tax payables

Total current liabilities

TOTAL EQUITY AND LIABILITIES
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Related party

Related party

3,530,462,92(

18

December  transactions December transactions
2008 2008 2007 2007
Note 28 Note 28
59,470,12¢€ 86,779,15€
622,896,60¢€ 622,896,60¢
5,902,940 3,040,628
2,447,445,91 2,129,254,18¢
766,622 793,504
14,278,05€ 36,720,274
3,150,760,26¢ 2,879,484,35¢
3,298,492 2,792,354
104,019,61Z 94,108,82¢ 83,244,008 72,187,297
228,766,961 228,766,961 110,789,764 109,190,764
14,649,155 14,202,02¢
122,351 -
28,846,084 260,990,41(
379,702,655 472,018,561
3,530,462,92( 3,351,502,91¢
152,286,837 151,899,19¢
30,379,83¢ 30,302,50C
1,139,070,82( 1,574,955,57:
(73,184,181, -
448,715,67< 54,310,43¢
115,536,21¢ 68,999,73C
1,812,805,20¢ 1,880,467,44:
1,135,916,57" 729,649,57(C
4,809,816 4,926,846
46,069,93C 65,897,48¢
9,567,466 12,156,33¢€
1,196,363,78¢ 812,630,24:
80,861,867 22,446,00¢ 79,150,282 15,857,755
367,348,044 316,294,001 509,780,32¢ 150,277,258
46,490,351 47,091,57¢
26,593,664 20,875,167
- 1,507,880
521,293,92¢ 658,405,231
3,351,502,91¢



LOTTOMATICA S.p.A. — INCOME STATEMENT
(€

Revenues
Other revenues
Total Revenues

Raw materials, services and other costs
Personnel

Depreciation, Amortization and Write-downs
Total costs

Operating income

-) Dividends received

-) Interest income

-) Other expense

-) Foreign exchange gains (loss)

-) Intercompany Interest
-) Interest expense

Profit before taxes
Income tax expenses
Profit for the year

LOTTOMATICA
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Re;?tted Related party
Note December tranpsac)t/ions December transactions
2008 2007 2007
2008 Note 28
Note 28

19 372,771,01 394,377,85¢

20 92,828,294 85,220,742 90,346,85¢ 79,056,743
465,599,311 484,724,71z

21 201,027,852 38,573,981 213,679,89: 40,062,741
22 71,013,502 68,200,922
23 34,222,43¢ 38,688,75¢E
306,263,78¢ 320,569,57(
159,335,52: 164,155,142
65,532,661 17,129,981
4,897 ,57¢ 6,749,82¢€
(518,306) -
666,184 (28,378,055

9,238,89¢ 9,238,89¢ 30,636,28¢€ 30,636,286
24 (90,752,192 (81,845,464
(10,935,179 (55,707,426,
148,400,34¢ 108,447,71¢
25 (32,864,131 (39,447,986,
115,536,21: 68,999,73(
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LOTTOMATICA S.p.A. - Cash Flow
(euros)
Operating activities
Profit before taxes

Adjustements to reconcile profit before taxes wigt cash flow:
Fixed assets amortizations and depreciations

Intangible assets amortizations and depreciations
Risk and expense Fund and Staff Severance Fund
Accrued interest expences

Interest incom

Dividends

Unrealized foreign excenge (gain)

Stock options

Bond issuance and cost amortization

Swap Option depreciation

Cash flow from operating activities before changem net working capital
Changes in net working capita

Inventorie:

Trade and other receivables

Account payable and other payable
Intercompany trade receivables/payables
Tax receivables/payables

Social Security payables

Taxes paid

Net cash flow from operating activitie:
Investing activities:

Realized foreign exchange (gain)
Purchases of fixed assets

Purchases of financial assets

Cirmatica

Lottomatica International S.r.l. capitalization
Purchases of intangible assets

Proceeds from sale of intangible as

Interest incomes collect

Net cash flow used in investing activitie
Cash flor from financing activities

Payments of short term debts

Interests paid

Proceeds from Stock Options

Buy back

Dividends collected

Dividends paid

Net cash flow from financing activities

Net increase (decrase) in cash and cash equivalents

Cash and cash equivalents at the beginning ofaéhe y
Cash and cash equivalents at the end of the ye
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December December
2008 2007
148.400.344 108.447.716
29.527.275 34.387.066
3.511.158 4.215.689
(2.705.902) 2.431.358
88.426.865 89.740.209
(21.915.737 (47.824.22¢
(65.532.661 (17.129.981
(220.638) 490.876
14.680.133 8.198.713
3.152.602 3.185.915
(570.000) (570.000)
196.753.439 185.573.332
(506.138 196.78.
520.593 (9.122.703)
(4.891.037) (40.449.086)
(6.017.191) 53.012.530
(14.200.992) (9.039.736)
339.629 825.834
(21.840.944) (6.569.861)
150.157.359 174.427.093
(445.546) 27.814.636
(2.218.245) (8.047.072)
(318.164.845) (8.143.259)
- 121.691.801
- (619.014.845)
(6.373.470) (2.308.484)
1.119.93: 2.414.26.
5.508.09:i 21.277.08

(320.574.077)

(464.315.880)

161.369.617 442.910.486
(81.123.984) (71.262.083)
2.914.459 19.193.560
(74.829.728) -
55.335.341 13.750.001
(125.393.313) (119.694.875)
(61.727.608) 284.897.089
(232.144.326) (4.991.698)
260.990.410 265.982.108
28.846.08. 260.990.41
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Lottomatica S.p.A. — Statement of changes in Equity

Note 12)
Share Treasury Profits
Share Premium Share Other carried
(€ Capital Reserve Reserve Reserves forward Total
Balance at December
31, 2006 150,749,576 1,637,700,501 - 70,052,641 32,690,370 1,891,193,087
Distribution
- Dividends (£0,79 per share) - (69,214,471) - (20,137,809)  (30,342,595) (119,694,875)
- Others destination - - - 2,345,007 (2,345,007) -
- Legal reserve - (11,813,627) - 11,813,627 - -
Stock Option exercise 1,149,620 18,283,174 - 6,236,294 - 25,669,088
Swap Option - - - (570,000) - (570,000)
Stock Option compensation - - - 14,870,819 - 14,870,819
Other movements in equity - - - 2,737 (2,768) (31)
Profits for the period - - - - 68,999,730 68,999,730
Balance at December
31, 2007 151,899,196 1,574,955,577 - 84,613,316 68,999,730 1,880,467,819
Distribution
- Dividends (€0.825 per
share) - (56,470,923) - - (68,922,391) (125,393,314)
- Others destination - (456,925,620) - 456,925,620 - -
- Legal reserve - - - 77,339 (77,339) -
Stock Option exercise 387,641 2,682,059 1,645,547 12,308,963 - 17,024,214
Swap Option - - - - - -
Stock Option compensation - - - - - -
Other movements in equity - - - - - -
Buyback - 74,829,728 (74,829,728) (74,829,728) - (74,829,728)
Profits for the period - - - - 115,536,213 115,536,213
Balance at December
31, 2008 152,286,837 1,139,070,821  (73,184,181) 479,905,514 115,536,213 1,812,805,205
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ACCOUNTING PRINCIPLES AND FOOTNOTES
1. CORPORATE INFORMATION

Lottomatica S.p.A. {ottomaticd) is one of the largest lottery operators in therld, based on total
wagers, and a leader in the ltalian gaming indudigttomatica has leveraged its distribution and
processing competence to expand its activities fygaming and also provides commercial, payment
and other processing services through its extertsimainal network.

Lottomatica is licensed by the Italian Governmeninanage Lotto and other public games, as weheas t

parent company of a Group active in the gamingoraated services and ticketing services markets. In

addition, Lottomatica has extensive know-how inftlilowing areas:

e gaming systems and products;

» hardware and software (terminals and systems)daoegs sports pools and horse-race betting; and

» assistance to the operations management of thanltBlational Horse Racing Pari-Mutuel System
Help Desk.

On August 29, 2006, Lottomatica acquired GTECH kad Corporation, the world’s leading provider of
highly-secure online lottery transaction processystems.

Lottomatica is a joint stock company incorporated alomiciled in Italy, whose registered office is
located at Viale del Campo Boario, Rome, Italy.

The majority shareholder of company interests isAgestini S.p.A., whose wholly owned by Marco
Drago's B&D Holding and C. S.a.p.A. Pursuant toidet 2497 of the Italian civil code, the Company is
subject to the management and coordination of Desthgi S.p.A., and is publicly traded on the Italia

Stock Exchange (LTO).

The financial statements for the year ended Decen3fie 2008 were authorized for issuance in
accordance with a resolution of the Board of Domexbn March 5, 2009.

2.1BASIS OF PREPARATION

The financial statements have been prepared onstarical cost basis, except as disclosed in the
accounting policies below. Investment propertiesivétive instruments and available-for-sale assat®
been measured at fair value. The carrying valuesaignised assets and liabilities that are hedgats

in fair value hedges, and are otherwise carriecbat, are adjusted to record changes in the féiresa
attributable to the risks that are being hedged.

Statement of Compliance

The financial statements have been prepared inrdacoe withInternational Financial Reporting
Standards(IFRS), as adopted by the European Union, as aglthe amendments of the Legislative
Decree no, 38/2005, Article 9, and Consob resatstio

The financial statements are prepared in accordaitbehe following:

» current and non-current assets, as well as cuarehhon-current liabilities, are reported sepayatel
the balance sheet;

e cost analysis is carried out based on the natutleeofost in the income statement;

» the indirect method is used for the cash flow steiet.

The financial statements are presented in euroskhrdlues are rounded to the nearest thousaOOTE/
(except share and per share data) unless othanwiisated.
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The Annual Report for Fiscal Year 2008 has beeparesl in accordance with the principle of corporate
continuity.

The exchange rates used are those supplied byalfen|Exchange Rate Office (Ufficio Italiano Camnbi
for the specific reference dates, pursuant to thieiples of the De Agostini Group.

2.2CHANGES IN INTERNATIONAL ACCOUNTING POLICIES AND OTHER INFORMATION

The accounting policies adopted in the preparatibrihe interim condensed consolidated financial
statements are consistent with those followed énptteparation of the Group’s annual financial stetets

for the year ended December 31, 2007, except éoattoption of new Standards and Interpretationsdhot
below. Adoption of these Standards and Interpiatatidid not have a material effect on the financial
position or performance of the Group.

Amendments to IAS 39 and IFRS 7 ReclassificationFohancial Assets: Effective Date and Transition
Amendment to the standard issued in October 2008ifgean entity to reclassify non-derivative finaic
assets (other than those designated at fair vditmugh profit or loss by the entity upon initial
recognition) out of the fair value through profit tbss category in particular circumstances. The
amendment also permits an entity to transfer frov@ &vailable-for-sale category to the loans and
receivables category a financial asset that woakehmet the definition of loans and receivableghgf
financial asset had not been designated as awaitabkale), if the entity has the intention anditgtto
hold that financial asset for the foreseeable &utér further amendment, issued on November 27, 2008
clarified the effective date and transition reqoiests of that earlier amendment. An entity is resglito
apply those amendments on or after from July 18200e adoption of this amendment had no effect on
the financial position or performance of the Compan

IFRIC 11 IFRS 2 Group and Treasury Shares Transaatis

This interpretation requires arrangements wherabymaployee is granted rights to an entity's equity
instruments to be accounted for as an equity-sesitheme, even if the entity buys the instrumenots f
another party, or the shareholders provide the tequistruments needed. The adoption of this
interpretation had no effect on the financial gositor performance of the Company.

IFRIC 12 Service Concession Arrangements

This interpretation applies to service concessiperators and explains how to account for the otiiga
undertaken and rights received in service concessi@mngements. Service concession arrangements are
arrangements whereby a government or other bodygcantract for the supply of public services,suc

as roads, prisons or hospitals, to private opesafidre adoption of this interpretation is not aggdbie to

the Company.

IFRIC 14 IAS 19 The limit on a Defined Benefit AsgeMinimum funding requirements and their
interaction

IFRIC Interpretation 14 provides guidance on howassess the limit on the amount of surplus in a
defined benefit scheme that can be recognised asset under IAS 1 Employee Benefits. The adoption
of this interpretation had no effect on the finahgiosition or performance of the Company.

IFRIC 16 Hedges of a Net Investment in a Foreign &ation

IFRIC 16 was issued in July 2008 and becomes éftetr financial years beginning on or after O@ob

1, 2008. The interpretation is to be applied prospely. IFRIC 16 provides guidance on the accaumti
for a hedge of a net investment. As such it pravigidance on identifying the foreign currency sishat
qualify for hedge accounting in the hedge of a ingestment, where within the group the hedging
instruments can be held in the hedge of a net imasg and how an entity should determine the amount
of foreign currency gain or loss, relating to bdhie net investment and the hedging instrument,eto b
recycled on disposal of the net investment. Thepaoio of this interpretation had no effect on the
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financial position or performance of the Companytwequires additional disclosures since the Camgpa
currently has no these kind of hedges.

2.3INTERNATIONAL FINANCIAL REPORTING STANDARDS TO BE ADOPTED IN 2009AND LATER

The International Accounting Standards Board ariRl@Fissued additional standards and interpretations
during the year which are effective for periodgtstg after the date of these financial statemems
therefore have yet to be adopted by Lottomaticdeasribed below.

Amendments to IFRS 1 First-time Adoption of Intertianal Financial Reporting Standards and IAS

27 Consolidated and Separate Financial Statements

The amendments to IFRS 1 allows an entity to deteriine “cost” of investments in subsidiaries, flyin
controlled entities or associates in its openinB3Hinancial statements in accordance with IAS B7 o
using a deemed cost. The amendment to IAS 27 esgjall dividends from a subsidiary, jointly conteal
entity or associate to be recognized in the incataéement in the separate financial statement. Both
revisions will be effective for financial years lb@gng on or after January 1, 2009. The revisiohAS

27 will have to be applied prospectively. The adoptbof these amendments is not expected to have a
material impact on the financial position or penfiance of the Group when adopted on January 1, 2009.

IFRS 2 (Revised) Share-based Payment

The IASB issued an amendment to IFRS 2 in Janu@B8 2hat clarifies the definition of a vesting
condition and prescribes the treatment for an avilaatl is effectively cancelled. The adoption ofsthi
standard will not have any effect on the finanpiasition or performance of the Company and it wit
require additional disclosures when adopted onalgnl, 2009 since the Company currently has noeshar
based payment plans.

IFRS 3 (Revised) Business Combinations

IFRS 3R introduces a number of changes in the atitmufor business combinations occurring after its
effective date that will impact the amount of godtivecognised, the reported results in the petiwat an
acquisition occurs, and future reported resultse Tévised standard was issued in January 2008 and
becomes effective for financial years beginningpomfter January 1, 2009. The changes by IFRS 3R wi
affect future acquisitions, if any.

IFRS 8 Operating Segments

IFRS 8 requires disclosure of information about @@mpany’s operating segments and replaced the
requirement to determine primary (business) andrs#ary (geographical) reporting segments of the
Company. The Company plans to adopt IFRS 8 on Jariya2009, its effective date. The adoption of
this standard will not have any impact on the fiiahposition or performance of the Company, but wi
only require additional disclosures.

IAS 1 (Revised) Presentation of financial statemgnt

On September 6, 2007 the IASB issued an amendroeltS 1- Presentation of financial statement 2
becomes effective in January 1, 2009. The revismadard separates owner and non-owner changes in
equity whereby there is comprehensive revisionuiticlg requiring a statement of comprehensive income
and amendments relating to disclosure of puttaldguments and obligations arising on liquidatidhe
effective date is for annual periods beginning orafber January 1, 2009. The adoption of this exbis
standard is not expected to have a material impacthe financial position or performance of the
Company.

IAS 23 (Revised) Borrowing Costs

IAS 23 (Revised) requires capitalization of bormegvicosts when such costs relate to a qualifyingtass
A qualifying asset is an asset that takes a sutistgoeriod of time to get ready for its intendeskor
sale. This standard is effective for financialrgdaeginning on or after January 1, 2009. The Gomwps
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evaluating the impact the interpretation will harethe financial statements when adopted on Jariyary
20009.

IAS 27 (Revised) Consolidated and Separate Finah8tatements

IAS 27R requires that a change in the ownershiprést of a subsidiary (without loss of control) is
accounted for as an equity transaction. Therefareh transactions will no longer give rise to gotidov
give rise to a gain or loss. Furthermore, the aradrglandard changes the accounting for lossesrattur
by the subsidiary as well as the loss of contr@ stibsidiary. The revised standard was issueannaly
2008 and becomes effective for financial years io@gg on or after July 1, 2009. The adoption o$ thi
revised standard is not expected to have a matemct on the financial position or performancetwf
Company.

IAS 32 Financial Instruments: Presentation and IA$ Presentation of Financial Statements — Puttable
Financial Instruments and Obligations Arising on Iguidation

The revisions provide a limited scope exceptiondottable instruments to be classified as equithefy
fulfil a number of specified features. These ameswh® to IAS 32 and IAS 1 were issued in February
2008 and become effective for financial years baigign on or after January 1, 2009. Lottomatica has
concluded that these amendments will have no impacthe financial position or performance of the
Company, as Lottomatica currently has no such @igimstruments.

IAS 39 Financial Instruments: Recognition and Measement — Eligible Hedged Items

The amendment addresses the designation of a de@-gsk in a hedged item, and the designation of
inflation as a hedged risk or portion in particutatuations. It clarifies that an entity is permdtto
designate a portion of the fair value changes sh dow variability of a financial instrument aseth
hedged item. This amendment to IAS 39 was issueklgust 2008 and becomes effective for financial
years beginning on or after July 1, 2009. Lottonsthas concluded that the amendment will have no
impact on the financial position or performanceataf Company, as the Company has not entered igto an
such instruments as accounting hedges.

IFRS improvements

The International Accounting Standards Board arRil@-issued additional standards and interpretations
which are effective for periods starting after ttage of these financial statements and therefore hat

to be adopted by Lottomatica as described below.

IFRIC 13 Customer Loyalty Programs

This interpretation requires customer loyalty ciedd be accounted for as a separate componeheof t
sales transaction in which they are granted. Aigordf the fair value of the consideration received
allocated to the award credits and deferred. Thithén recognised as revenue over the period tibat t
award credits are redeemed. The effective data igrfnual periods beginning on or after Januag0g.
The adoption of this interpretation had no effactlee financial position or performance of the Camyp

or it requires additional disclosures since the @any currently has no customer loyalty programmes.

IFRIC 15 Agreement for the Construction of Real Ege

IFRIC 15 was issued in July 2008 and becomes éfeetdr financial years beginning on or after Jagua
1, 2009. The interpretation is to be applied reteasively. It clarifies when and how revenue andtssl
expenses from the sale of a real estate unit slimutgcognised if an agreement between a devedopker

a buyer is reached before the construction of ¢la¢ estate is completed. Furthermore, the inteapoet
provides guidance on how to determine whether apemgent is within the scope of IAS 11 or IAS 18.
This interpretation will have no impact on the fical position or performance of the Company, as
Lottomatica does not conduct such activity.

IFRIC 17 Distributions of Non-Cash Assets to Owners

On November 27, 2008 the IFRIC issued its guiddR€dC 17 which clarifies that a dividend payable
should be recognised when the dividend is apprigbyiauthorised and is no longer at the discretibn
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the entity. It also clarifies that an entity shoohasure the dividend payable at the fair valuthefnet
assets to be distributed and should recognise iffexathce between the dividend paid and the cagryin
amount of the net assets distributed in profioss|

The Interpretation also requires an entity to ptevadditional disclosures if the net assets begid for
distribution to owners meet the definition of aadistinued operation. The Interpretation is effectior
annual periods beginning on or after July 1, 2008 adoption of this interpretation is not expedied
have an impact on the financial position or perfange of the Company.

IFRIC 18 Transfers of Assets from Customers

On January 29, 2009 the IFRIC issued an Interpostathat provides additional guidance on the
accounting for transfers of assets from customecddarifies the requirements of IFRSs for agreetaem
which an entity receives from a customer an itenprojperty, plant and equipment that the entity must
then use either to connect the customer to a nktarwoto provide the customer with ongoing accessa to
supply of goods or services (such as a supplyemftetity, gas or water) or to do both. IFRIC 1§u&es
entities to apply the Interpretation prospectivtelransfers of assets from customers received @fiter
July 1, 2009. IFRIC 18 is likely to be particulanglevant for the utility sector. The adoption bfst
interpretation is not expected to have a matenmgdact on the financial position or performance tedf t
Company.

2.4 SIGNIFICANT ACCOUNTING JUDGEMENTS , ESTIMATES AND ASSUMPTIONS

The preparation of the Company’s financial stateserequires management to make judgments,
estimates and assumptions that affect the repartgmlints of revenues, expenses, assets, liabilares,
the disclosure of contingent liabilities, at thpading date. However, uncertainty about theseraptions
and estimates could result in outcomes that caddire a material adjustment to the carrying amofint
the asset or liability affected in the future.

Judgments

In the process of applying the Company’s accounpoficies, management has made the following
judgment, apart from those involving estimation$jol has the most significant effect on the amounts
recognized in the financial statements.

Estimates and Assumption

The key assumptions concerning the future othercesuof uncertainty at the balance sheet date that
have a significant risk of causing a material atjent to the carrying amounts of assets and Iltedsli
within the next financial year are discussed below.

Allowance for doubtful accounts
Doubtful accounts recovery is evaluated based enritk of insolvency, age and losses previously
incurred on similar types of accounts.

Impairment of Goodwiill

Lottomatica determines whether goodwill is impaireal at least an annual basis. This requires an
estimation of the “value in use” of the cash-getiegaunits to which the goodwill is allocated.

Estimating a value in use amount requires managetoanake an estimate of the expected future cash
flows from the cash-generating unit and also tooskoa suitable discount rate in order to calculae
present value of those cash flows.December 31, 2008 and 2007 the carrying amotigbodwill was
€622.9 million. Further details are provided in &l@t

Impairment of Intangible Assets

The Company determines whether intangible asséitsimdefinite useful lives are impaired at leastaon
annual basis. This requires management to maketanage of the expected future cash flows from the
assets and also to choose a suitable discounirrateder to calculate the present value of thossh ca
flows.
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The carrying amount of intangible assets at Decerdbe2008 and December 31, 2007 was €6.0 million
and €3.0 million, respectively. Further details previded in Notes 3.

Share-based payment transactions

The Company measures the cost of equity-settlatdidions with employees by reference to the fair
value of the equity instruments at the date at hiey are granted. Estimating fair value requires
determining the most appropriate valuation modebfgrant of equity instruments, which is depenaent
the terms and conditions of the grant. This alspires determining the most appropriate inputshto t
valuation model including the expected life of tbption, volatility and dividend yield and making
assumptions about them.

Deferred Tax Assets

Deferred tax assets are recognized for all unusedosses to the extent that it is probable thedlike
profit will be available against which the losses de utilized. Significant management judgment is
required to determine the amount of deferred tapetasthat can be recognized, based upon the likely
timing and level of future taxable profits togetiéth future tax planning strategies.

2.5SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Foreign Currency Translation
The financial statements are presented in eurashvidithe Group’s functional and presentation ency.
Gains or losses resulting from foreign currencpgesctions are recorded in our income statements.

The Euro to US dollar foreign exchange rate wa®173at December 31, 2008 (US$/Euro 1.4721 at
12/31/2007).

Systems, equipment and other assets

Plant and machinery are stated on the basis afritat cost, net of their ordinary maintenances lasy
accumulated amortization and any accumulated inmgadt losses.

The amortizations calculated in the Income Statéraes systematically and consistently based ors rate
believed to be representative of the estimatedulisiéf for each single asset category. The figumas
asset amortizations have been calculated on alstriie method with reference to the date on which
these assets entered into service.

The tangible asset values do not include eithegireosts or ordinary maintenance costs requirdc:ép
the assets in efficient working condition and tliere to ensure their expected useful life, theirkimy
capacity and original productivity. Repair and niamance costs are charged to the income statemignt o
for the periods in which these costs have beerriedu

Costs incurred for the improvement of assets th@nat Lottomatica’s property have been enterednas
increase of the same nature as the asset to wheghréfer. The amortization period correspondshéo t
lesser of the tangible asset’s residual life orrdsedual duration of the lease.

The carrying values of property, plant and equipnaee reviewed for impairment when events or change
in circumstances indicate that the carrying valas mot be recoverable. If the presumed market value
an asset is greater than its book value, thengbet & written down to correctly reflect its markalue.
Fixed assets under construction include purchasts emd down payments to vendors for the acquisitio
of property, plant and equipment. The amortizatbthese costs will be carried out upon the efiectise

of the assets.

The book value of property, plant and equipmemediced by public capital grants as regulated &y IA
20. The contribution, recognized in the financiahy in which it becomes collectable, is deductednfr
the book value of the asset which it refers to. ifloeme statement is therefore affected by theatiaiu
of the asset’s amortization cost.

27



LOTTOMATICA

2008 Annual Report

Goodwill

Goodwill acquired in a business combination isiatif measured at cost, being the excess of theafos
the business combination over the Company’s intémethe fair value of the identifiable assetsbiiidies

and contingent liabilities. Following initial recogion, goodwill is measured at cost less any aedatad
impairment losses. Goodwill is reviewed for impagmh annually, as of December 31, or more frequently
if events or changes in circumstances indicatettigatarrying value may be impaired.

For the purpose of impairment testing, goodwill wped in a business combination is, from the

acquisition date, allocated to each of the casleigdimg units, or groups of cash-generating uthst are

expected to benefit from the synergies of the coation, irrespective of whether other assets or

liabilities are assigned to those units or groupgnits. Each unit or group of units to which theogwill

is so allocated:

» represents the lowest level within the Company hiclwv the goodwill is monitored for internal
management purposes; and

e is not larger than a segment based on either thaptg primary or secondary reporting format
determined in accordance with IAS 14 Segment Riprt

Impairment is determined by assessing the recolemhount of the cash-generating unit to which the
goodwill relates. Where the recoverable amounthef tash-generating unit is less than the carrying
amount, an impairment loss is recognized. Wheralgdbforms part of a cash-generating unit and part
of the operation within that unit is disposed bk goodwill associated with the operation dispasied
included in the carrying amount of the operatiorewldetermining the gain or loss on disposal of the
operation. Goodwill disposed of in this circumstaris measured based on the relative values of the
operation disposed of and the portion of the castemating unit retained.

Intangible Assets, net

Intangible assets acquired separately are measurexitial recognition at cost. The cost of intdnlgi
assets acquired in a business combination is &lirevas of the date of acquisition. Following atiti
recognition, intangible assets are carried at et any accumulated amortization and any accueallat
impairment losses. Internally generated intangilsieets, excluding capitalized development costsnatr
capitalized and any expenditure is reflected indbiesolidated income statement in the year in wtheh
expenditure is incurred.

Useful lives of intangible assets are assessectteither definite or indefinite. Intangible asseish
definite lives are amortized over the useful ecoiedife and assessed for impairment whenever tiere
an indication that the intangible asset may be irepga The amortization period and the amortization
method for an intangible asset with a definite ukkfe are reviewed at least annually at year-end.
Changes in the expected useful life or the expepsgtern of consumption of future economic benefits
embodied in the asset is accounted for by charngma@mortization period or method, as appropreate,
are treated as changes in accounting estimatesrtikatmn expense on intangible assets with definit
lives is recorded in the expense category of dégiren, amortization and write-downs in our
consolidated income statements.

Intangible assets with indefinite useful lives tasted for impairment annually, as of Decemberegher
individually or at the cash-generating unit levas, appropriate. Such intangibles are not amortizbd.
useful life of an intangible asset with an inde#niife is reviewed annually to determine whethes t
indefinite life assessment continues to be supplatdf not, the change in the useful life assesdrfrem
indefinite to definite is made on a prospectiveidas

Specifically:

« “Patents” mainly include costs incurred for application s@fte acquired by way of purchase, costs
for application software acquired under licenseuse for an indefinite time, and costs for protdcte
application software internally generated,;

* “Concessions, licenses, trademarks and similar sigihinly include software acquired in which the
purchase price is paid upfront and the licenseadlable over a predetermined period of time;
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* “Fixed assets under developmentlate to purchases that have not entered intdcseor been tested
as of the reporting date.

Impairment of assets

The Company assesses at each reporting date whietheris an indication that an asset may be iragair

If any such indication exists, or when annual impeint testing for an asset is required, the Company
estimates the asset’s recoverable amount. An asstbverable amount is the higher of an asset’s or
cash-generating unit’s fair value less costs tbasal its value in use, and is determined for aividual
asset, unless the asset does not generate cashsirtfiat are largely independent of those from rothe
assets or groups of assets. Where the carryingramban asset exceeds its recoverable amounastet

is considered impaired and is written down to #soverable amount. In assessing value in use, the
estimated future cash flows take into account thlesrspecific to the asset and are discountedéi th
present value using a pre-tax discount rate tHgcte current market assessments of the time vailue
money and the risks specific to the asset. Impaitni@sses are recorded in the expense category of
depreciation, amortization and write-downs in camsolidated income statements.

Investments and financial Assets

Financial assets in the scope of IAS 39 are classés either financial assets at fair value thhopigpfit
or loss; held-to-maturity investments; loans andereables; or available-for-sale financial asseis,
appropriate. Financial assets are recognized ligifhfair value plus transaction costs.

Lottomatica determines the classification of itsaficial assets at initial recognition and, whetewad
and appropriate, re-evaluates this designatioact énancial year-end.

Investment in subsidiaries and affiliated companies

Investment in subsidiaries and affiliated compamies measured at cost adjusted in presence obsise |
value. The positive difference, resulting at timeetiof acquisition, between the cost of acquisitod the
current net equity value is included in the boolkugaof the financial asset.

Equity holdings in subsidiaries and affiliated canjges are submitted to annual impairment tests)are
frequently if deemed necessary, to verify any aevalnoss in value. In the case that a loss of valises,

it is then reported in the income statement asabiguion. If the company quote of loss value of the
subsidiary exceeds the book value, the equity velwnnulled and the resulting surplus is registéne
the liabilities provisions. In case that the lo§saue is less or reduced, it is reported in inestatement
as a value restoration of the cost limits.

Available-for-sale financial assets are those nervdtive financial assets that are designated as
available-for-sale. After initial recognition, alatle-for-sale financial assets are measured atvédue
with gains or losses being recognized as a sepa@tgponent of equity until the investment is
derecognized or until the investment is determittede impaired, at which time the cumulative gain o
loss previously reported in equity is includedhe tncome statement.

Loans and Receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahate
qguoted in an active market. Such assets are catiaohortized cost using the effective interestoet

Gains and losses are recognized in income wheto#ms and receivables are derecognized or impaired,
as well as through the amortization process.

Fair value

The fair value of investments that are activelydédh in organized financial markets is determined by
reference to quoted market bid prices at the abddmisiness on the balance sheet date. For invatgme
where there is no active market, fair value is mheiteed using valuation techniques. Such techniques
include using recent arm’s length market transastigeference to the current market value of amothe
instrument, which is substantially the same; disted cash flow analysis; and option pricing models.
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Inventories

Inventories are stated at the lower of originaltcmsd market value. Inventories include amounts we
manufacture or assemble for our long-term servizgracts, which are transferred to systems, equipme
and other assets related to contracts, net upgmshit. The cost method used is the estimated awerag
cost.

Trade receivables and other receivables

Trade accounts receivable, which generally havda3Oterms, are reported net of allowances for dalbt
accounts and liquidated damages (penalties inculted to a failure to meet specified deadlines or
performance standards). Allowances for doubtfubaats are generally recorded when there is obgctiv
evidence that we will not be able to collect théaterl receivables. Bad debts are written off when
identified. Allowances for liquidated damages aeorded when they are probable and estimable.

Cash and cash equivalents
Cash and cash equivalents in the balance sheetoamgrised of cash at banks and on hand and short-
term, highly liquid investments with an original taaty of three months or less at the date of paseh

Debt

All debt is initially recorded at the fair value tife consideration received less directly attriblgadebt
issuance costs. Following initial recognition, debsubsequently measured at amortized cost ubimg t
effective interest method. Gains and losses arerded in the consolidated income statement when the
liabilities are extinguished as well as throughdhmortization process.

Derecognition of financial assets and liabilities

Financial assets

A financial asset (or, where applicable a part dinancial asset or part of a group of similar fingl

assets) is derecognized when:

» therights to receive cash flows from the assee lexypired,;

» the Company retains the right to receive cash flras the asset, but has assumed an obligation to
pay them in full without material delay to a thpdrty under a “pass through” arrangement; or

» the Company has transferred its rights to receash dlows from the asset and either has transferred
substantially all the risks and rewards of the tasséas neither transferred nor retained substifnti
all the risks and rewards of the asset, but hasfieared control of the asset.

Financial liabilities
A financial liability is derecognized when the galtion under the liability is discharged or careglbr
expires.

Provisions

Provisions are recognized when the Company hasseprt obligation (legal or constructive) as a tesiul

a past event, it is probable that there will beeaanomic loss resulting from settlement of an ian

and a reliable estimate can be made of the amduhé @bligation. Whenever the Company expects some
or all of a provision to be reimbursed as, for eglanunder an insurance contract, the reimburseisent
recognized as a separate asset but only whenithbuesement is virtually certain. The expense iejat

to any provision is presented in the income statémet of any reimbursement. If the effect of timeet
value of money is material, provisions are discedntising a current pre-tax rate that reflects, wher
appropriate, the risks specific to the liabilityhéfe discounting is used, the increase in the pimvidue

to the passage of time is recognized as a borroeosy

Post employment benefits

The Company has a defined benefit plan (staff sewer fund) to provide certain post employment
benefits to employees following termination frone tBompany. Employees may choose to participate in
an unfunded plan within the Company or transfeir thian balance to independent external funds. &hes
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benefits are funded only to the extent paid toekiernal funds. The cost of providing benefits uritie
plan is determined using the projected unit cradtuarial valuation method. Actuarial gains andéss
are immediately recognized in the consolidatednmestatement. The defined benefit liability repnése
the present value of the Company’s defined bepéfit obligation.

Share-based payment transactions

Employees of the Group may receive remuneratiothé form of share-based payment transactions,
whereby employees render services as consideffati@yuity instruments (“equity-settled transactin

The cost of equity-settled transactions with eme&syis measured by reference to the fair valubeat t
date on which they are granted. The fair valueeteminined using a binomial model.

The cost of equity-settled transactions is recagghizogether with a corresponding increase in gguit
over the period in which the performance and/oviserconditions are fulfilled, ending on the date o
which the relevant employees become fully entittethe award (“vesting date”). The cumulative exqeen
recognized for equity-settled transactions at eapbrting date until the vesting date reflectsakient to
which the vesting period has expired and the Giyg'st estimate of the number of equity instruments
that will ultimately vest. The income statementrggaor credit for a period represents the moverrent
cumulative expense recognized as of the beginnitigead of that period. No expense is recognized for
awards that do not ultimately vest.

Where the terms of an equity-settled award are fieolliat a minimum, an expense is recognized twif
terms had not been modified. In addition, an expesnsecognized for any modification, which incresas
the total fair value of the share-based paymeringement, or is otherwise beneficial to the empm®
measured at the date of modification.

Where an equity-settled award is cancelled, itdated as if it had vested on the date of canomtladnd
any expense not yet recognized for the award isgrized immediately. However, if a new award is
substituted for the cancelled award, and designasea replacement award on the date that it igegan
the cancelled and new awards are treated as ifvibey a modification of the original award, as dibsd

in the previous paragraph.

Operating leases
Operating lease payments are recognized as ansxpethe income statement over the lease.term

Revenue recognition

Revenue is recognized to the extent that it is gt that the economic benefits will flow to the
Company and the revenue can be reliably measurederiRe is measured at the fair value of the
consideration received, excluding discounts, rehated other sales taxes or duty. The followingiige
recognition criteria must also be met before reesrzan be entered into the Income Statement:

Operating contracts

Certain of our revenue, primarily revenue fromi#taloperations, are derived from operating congract

Under operating contracts, we manage all the géiesvalong the lottery value chain including cadlieg

wagers, paying out prizes, managing all accourgimg) other back-office functions, running advertsin

and promotions, operating data transmission netsvarkd processing centers, training staff, providing

retailers with assistance and supplying materiaghe game. Fees earned under operating contigets

recognized as revenue in the period earned andlassified as service revenue in our consolidated

income statements when all of the following crdesre met:

e persuasive evidence of an arrangement exists, whitfpically when a customer contract has been
signed;

e services have been rendered;

e our fee is deemed to be fixed or determinable eaw ¢f contingencies or significant uncertainties;

o collectibility is reasonably assured.
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The amount to be received is discounted in casesendustomers are given time to pay without inogrri
interest. The difference between current value andunt received represents financial income recorde
in the accounts on an accruals basis.

Revenues and costs are recognized net of VAT, éxdepn this tax applied to the purchase of goods or
services is not deductible, then it is recognized gart of the asset’s purchase cost or a paheofost
item recognized in the income statement.

Dividends
Dividends are recognised when the Shareholdeitd t@receive payment is established.

Income taxes

Current taxes

Current tax assets and liabilities for the cur@md prior periods are measured at the amount esghéat

be recovered from or paid to the taxation authesitiThe tax rates and tax laws used to compute the
amount are those that are enacted or substanéwelgted by the balance sheet date.

Current income taxes relating to items recognizegttly in equity are recognized in equity and imothe
income statement.

Deferred taxes

Deferred income tax is determined usinglthbility methodon temporary differences at the balance sheet
date between the tax bases of assets and liabilithel their carrying amounts for financial repaytin
purposes.

Deferred tax liabilities are recognized for allable temporary differences, except:

» where the deferred tax liability arises from thigiah recognition of goodwill or of an asset orhikity
in a transaction that is not a business combinadiuth at the time of the transaction, affects eeith
the accounting profit nor taxable profit or loss;

» in respect of taxable temporary differences assegtiaith investments in subsidiaries, associatés an
interests in joint ventures, where the timing oé tteversal of the temporary differences can be
controlled and it is probable that the temporaffedénces will not reverse in the foreseeable utur

Deferred income tax assets are recognized for educkible temporary differences, carry-forward of
unused tax credits and unused tax losses, to ttemtethat it is probable that taxable profit wik b
available against which the deductible temporaffedinces, and the carry-forward of unused taxitsed
and unused tax losses can be utilized except:

* where the deferred income tax asset relating toddauctible temporary difference arises from the
initial recognition of an asset or liability in Ehsaction that is not a business combination ainithe
time of the transaction, affects neither the actiagrprofit nor taxable profit or loss;

* in respect of deductible temporary differences @ased with investments in subsidiaries, associates
and interests in joint ventures, deferred tax asaet recognized only to the extent that it is pbdé
that the temporary differences will reverse infireseeable future and taxable profit will be safalié
against which the temporary differences can bezedl

The carrying amount of deferred income tax asseteviewed at each balance sheet date and rednced t
the extent that it is no longer probable that sidfit taxable profit will be available to allow alt part of

the deferred income tax asset to be utilized. Lbgeized deferred income tax assets are reassessed a
each balance sheet date and are recognized txtdma ¢hat it has become probable that future taxab
profit will allow the deferred tax asset to be reexd.

Deferred income tax assets and liabilities are mealsat the tax rates that are expected to appilgeto
year when the asset is realized or the liabilitgattled, based on tax rates (and tax laws) that baen
enacted or substantively enacted at the balaneat dage.

Income tax relating to items recognized directlyeguity is recognized in equity and not in the imeo
statement.
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1. Systems, equipment and other assets

Systems, equipment and other assets total € 5%dmibr the year ended December 31, 2008 (€86.8
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million at 12/31/2007), of which €37.1 million (€57million at 12/31/2007) are attributable Foeely
distributed asset (“FDA”).

* Fixed asset€£22.4 million (€29.1 million at 12/31/2007).

The table below reports the historical costs aedctranges as of FY2008 and FY2007:

As of December 31, 2007:

Fixed Assets Opening Increase Amortization  Write-down Transfers c(r?gr]ges Reclassification TOTAL
-) Property 19,283,237 3,817,897 - - - - - 23,101,134
-) Plant and machinery ~ 43,688,42¢ 3 394,920 - 5,379,220 2,437,824 (773) (466,912) 38,798,620
-) Other assets 2,959,962 385,373 . - 10297 @) - 3,335,037
-) Fixed assets under
constructions 123,530 : 112,275 . . (11,255) :
HISTORICAL COST 66,055,15¢ 7,598,190 - 5,491,495 2,448,121 (774) (478,167) 65,234,791
-) Property 7,801,735 - 2,530,162 - - - - 10,331,897
-) Plant and machinery ~ 21,387,39¢ - 7,914,713 4,209,979 25,236 (522) (349,022) 28,927,326
-) Other assets 760,637 348,355 - 8,640 1 - 1,100,353
Amortization 29,949,76F - 10,793,23C 4,209,979 33,876 (521) (349,022) 40,359,576
-) Property 11,481,502 3817,897 2,530,162 - - - - 12,769,237
-) Plant and machinery ~ 22,301,03€ 3 394,920 7,914,713 1,169,241 2,412,588 (251) (117,890) 14,081,273
-) Other assets 2,199,325 385373 348,355 - 1,657 ) - 2,234,684
-) Fixed assets under
constructions 123,530 : 112,275 . . (11,255) :
NET VALUE 36,105,397 7,598,190  10,793,23C 1,281,516 2,414,245 (253) (129,145) 29,085,194
As of December 31, 2008:

Fixed Assets Opening Increase Amortization Decrease Reclassifitan TOTAL

-) Property 23,101,134 1,900,063 - 35,000 - 24,966,197
-) Plant and Machinery 38,798,620 4,068,125 - 7,699,386 1,154,331 36,321,690
-) Other assets 3,335,036 634,501 - 19,168 - 3,950,369
HISTORICAL COST 65,234,790 6,602,689 - 7,753,554 1,154,331 65,238,256
-) Property 10,331,897 - 3,296,584 9,693 - 13,618,788
-) Plant and Machinery 24,717,347 - 5,721,841 3,069,626 333,395 27,702,957
-) Other assets 1,100,353 - 412,993 12,911 - 1,500,435
Amortization 36,149,597 - 9,431,418 3,092,230 333,395 42,822,180
-) Property 12,769,237 1,900,063 3,296,584 25,307 - 11,347,409
-) Plant and Machinery 14,081,273 4,068,125 5,721,841 4,629,760 820,936 8,618,733
-) Other assets 2,234,683 634,501 412,993 6,257 - 2,449,934
NET VALUE 29,085,193 6,602,689 9,431,418 4,661,324 820,936 22,416,076
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Increases for the year total €6.6 million, and reflnost entirely to investments for furnishing thew
office location (€1.9 million) and to the acquisitiof equipment used in the business (€4.1 million)

The transfer of assets for the period has the aleevof €4.7 million of which €4.5 million refer the
turnover to SED Multitel of the routers for the Olgboject. The remainder refers to the dismissal of
obsolete machinery.

The reclassifications carried out in the period met amount of € 0.8 million) represent the masiuses
for the assets allocated under categdémetly distributed assst (“FDA”).

* Freely distributed asset€37.1 million (€57.7 million at 12/31/2007).
The “Freely distributed assétsefer predominately to the Company assets leagdtird parties.

These refer to fixed assets used to carry outitiewelated to Lotto and which are to be returteethe
Ministry of Finance upon the expiration of the hise.

The table below reports the historical costs ardigcilated amortizations, as of FY2008 and FY2007:

As of December 31, 2007:

Fixed Asset - FDA Opening  Increase Amortization  Write-down  Transfers Reclassificaton ~ TOTAL
-) Plant and Machinery - FDA 241,893,27¢ 440,667 - 4,572,586 10 3,743,629 241,504,996
-) Other assets - FDA 1,861,852 8,215 - 21,133 1) - 1,848,933
-) Assets under construction - FC 3,283,303 - - - - (3,265,462) 17,841
HISTORICAL COST 247,038,431 448,882 - 4,593,719 9 478,167 243,371,770
-) Plant and Machinery - FDA 165,764,314 - 22,297,173 4,572,570 1 349,022 183,837,940
-) Other assets - FDA 1,845,854 - 15,147 21,133 (1) - 1,839,867
Amortizations 167,610,16¢ - 22,312,32C 4,593,703 - 349,022 185,677,807
-) Plant and Machinery - FDA 76,128,962 440,667 22,297,173 16 9 3,394,607 57,667,056
-) Other assets - FDA 15,998 8,215 15,147 - - - 9,066
-) Assets under construction - FC 3,283,303 - - - - (3,265,462) 17,841
NET VALUE 79,428,263 448,882 22,312,32C 16 9 129,145 57,693,963

As of December 31, 2008:

Fixed Asset - FDA Opening Increase Amortization Decrease Reclassification TOTAL
-) Plant and Machinery - FDA 241,504,99¢ 276,87¢ - 11,730,17C (1,154,331 228,897,374
-) Other assets - FDA 1,848,933 - - 59,30¢ - 1,789,627
-) Assets under construction - FDA 17,841 . - - 17,841
HISTORICAL COST 243,371,77( 276,87¢ 11,789,47€ (1,154,331 230,704,842
-) Plant and Machinery - FDA 183,837,94( - 20,093,41¢ 11,730,171 (333,395 191,867,793
-) Other assets - FDA 1,839,867 - 2,43 59,30¢ - 1,782,999
Amortizations 185,677,807 : 20,005,85(  11,789,47¢ (333,395, 193,650,792
-) Plant and Machinery - FDA 57,667,05€ 276,87¢ 20,093,41¢ @ (820,936 37,029,581
-) Other assets - FDA 9,066 : 2,43 1 : 6,628
-) Assets under construction - FDA 17,841 - - . 17,841
NET VALUE 57,693,967 276,87¢ 20,095,85t . (820,936, 37,054,050

The increases for the year totaled €0.3 millior sefer mainly to the acquisition of terminals gwahters
for the replacement project of all old Lotto terais
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The reclassifications carried out in the perio@ling €0.8 million correspond to the various uskassets
placed inFixed Assets.

The amortization periods for the individual catégsiare reported below,

Fixed Assets Amorti;ation
Period
1) Property Duration of lease
2) Plant and Equipment 15%-20%
3) Industrial and commercial equipment 25%
4) Other assets 12%

2. Goodwill

Totals €622.9 million (€622.9 million at 12/31/2QGhd is composed of the following categories:

» goodwill of €404 million (€404 million at 12/31/2@D from the merger by incorporation of
Lottomatica into Tyche in 2002;

e goodwill of €2.1 million (€2.1 million at 12/31/2@) connected to the acquisition of the Games
division of Eis S.p.A. and Twin S.p.A. (pari-mutisistem);

e goodwill of €216.8 million (€216.8 million at 12/8007)from the merger transaction between New
Games, FinEuroGames and Lottomatica completed cerbiger 20, 2005.

According to the international accounting princglspecifically IFRS 3 and IFRS 36, goodwill is not
subject to amortization. The Company annually nesigoodwill for impairment in order to verify if ¢h
asset has been impaired. In case the asset résuftave lost value the Company writes down the
goodwill of the asset.

The book value of the unit generating financialféois used to calculate its recuperable goodwiliea

The impairment test carried out in order to vetife initial goodwill value uses the unit generating
financial flows as a point of reference.

The 2009-2011 budget for units generating finaniials has been prepared according to the following
criteria:

- Compound Annual Revenue Growth Rate of (1.48)%;
- Compound Annual Operating Cost Growth Rate 09%a2

An estimate of the terminal value has also beeludled in addition to the value of the flows deriyin
from the specific projecting period.

The 2016 forecasted EBIT was used in order to atliethe terminal value.
The Weighted Average Cost of Capital used was 8.30%

This impairment test showed that the discountetl lass are higher than the carrying amount, sbitha
was not necessary to make any reduction in valoeampairment loss was therefore recognized. (See
highlighted section)

3. Intangible Assets
Total €5.9 million (€3.0 million at 12/31/2007) abhceak down as follows:

e Patents€2.1 million (€1.9 million at 12/31/2007);
» Concessions and licens€8.9 million (€1.1 million at 12/31/2007);
e Other Intangible Asse®3.0 million

In further detail, as of FY2008 and FY2007.
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Intangible Asset

As of December 31, 2007 Opening Increase Amortization TOTAL
Patents 42.388.94( 1.169.303 - 43.558.243
Concessions and licenses 8.263.263 1.139.181 - 9.402.444
HISTORICAL COST 50.652.202 2.308.484 - 52.960.687
Patents 38.360.40( - 3.264.04¢ 41.624.449
Concessions and licenses 7.343.97C - 951.640 8.295.610
Amortizations 45.704.37C - 4.215.689 49.920.059
Patents 4.028.540 1.169.303 3.264.049 1.933.794
Concessions and licenses 919.293 1.139.181 951.640 1.106.834
NET VALUE 4.947.833 2.308.484 4.215.689 3.040.628
As of December 31, 2008:
Intangible Asset
As of December 31, 2008 Opening Increase Amortization Decrease TOTAL
Patents 43,558,245 2,497,863 - 54,000 46,002,106
Concessions and licenses 9,402,444 764,004 - - 10,166,448
Other - 3,122,104 - - 3,122,104
HISTORICAL COST 52,960,687 6.383.971 _ 54 000 59 290 658
Patents 41,624,44¢ 2,366,133 43,500 43,947,082
Concessions and licenses 8,295,610 - 981,787 - 9,277,397
Other - - 163,239 - 163,239
Patents 1,933,794 2,497,863 2,366,133 10,500 2,055,024
Concessions and licenses 1,106,834 764,004 981,787 - 889,051
Other - 3,122,104 163,239 - 2,958,865
NET VALUE 3,040,628 6,383,071 3,511,15¢ 10,500 5,902,940

The annual increase totals €6.4 million of which5€mnillion refer to Patens, specifically for the
maintenance of the Lotto software, and €0.7 milfionLicenses The increase in oth@ther Intangible
Assetqg€3.1 million) refers to a one-time contributian Telecom ltalia for the improvement of the data
transmission network.

The amortization period for each category of aissetported in the table below:

. Amortization
Intangible Assets Period
1) Patents 3 years
2) Concessions and licenses 3 years

3) Other Intangible Assets 2 years — 5 years
4. Securities and equity investments
Total €2.4 billion (€2.13 billion at 12/31/2007)dbreak down as follows:

» Subsidiarie€2.4 billion (€2.13 billion at 12/31/2007),
The increase of €315.5 million refers to the foliogy
* €150 million capital contribution to Lottomaticatémnational Hungary. Lottomatica acquired
20% of the Company, established on July, 12, 20@ft¢matica International S.r.l. owned
80% of the company). Its main activity exclusiveBgards the acquisition of shares and
participations in companies and other entities;
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e €157.5 million to GTECH Holdings (€1.06 billion 82/31/2006) in reference to costs related
to the GTECH employee stock option plans;

 €8.0 million for the acquisition of SED Multitel 9. on June 9, 2008 from Totobit
Informatica S.p.A. to Lottomatica, with the transé# the 640,000 shares owned by Totobit.
SED Multitel changed its business name from a jostdck company to a limited
responsibility company, when it was transferred.

The €0.61 million decrease results from the ligticdaof the Spanish company Cirmatica S.A.
(€2.0 million) on April 15, 2008.

* Other €3.8 million (€1.1 million at 12/31/2007), entirelgfers to the participation iAyperos
TechnologyS.p.A.which due to the capital payment of January 18823 a €2.8 million (€0.1
million at 12/31/2007) increase compared to Decen3ie 2007. The participation in the company
Imprenditori Associati S.p.for €0.1 million was sold on October 4, 2008.

The table below reports the changes that occumedglthe period:

Securities and Equity investments Changes
€ in thousands 12/31/2007 Increases Decreases 12/31/2008
Lottomatica Italia Servizi S.p.A. 18,064 - - 18,064
Lottomatica Sistemi S.p.A. 8,719 - - 8,719
Consorzio Giochi Sportivi 85 - - 85
Consorzio Lotterie Nazionali 10,080 - - 10,080
Lottomatica Videolot Gestione S.p.A. 6,620 - - 6,620
Lottomatica Videolot Rete S.p.A. 7,216 - - 7,216
Lottomatica Scommesse S.r.l. 20,000 - - 20,000
Lottomatica International S.r.I. 619,015 - - 619,015
Lottomatica International Hungary - 150,000 - 150,000
Cirmatica S.A. 61 - 61 -
Sed Multitel S.r.I. (*) 2,004 8,000 - 10,004
Invest Games S.A. 360,249 - - 360,249
GTECH Holdings 1,076,082 157,543 - 1,233,625
Ayperos Technology S.p.A. 955 2,813 - 3,768
Imprenditori Associati S.p.A. 104 - 104 -
Total 2,129,254 318,356 165 2,447,445

(*) ex SED Multitel S.p.A.
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5. Financial instruments

Fair values
Set out below is a comparison by class of the gagrgmounts and fair values of our financial instemts
(thousands of euro):

December 31, 2008 December 31, 2007
Carrying Fair Carrying Fair
(thousands of eurc Amouni Value Amouni Value
Financial asset
Cash and cash equivalen
Cash and cash equivale 28.84¢t 28.84¢t 260.99( 260.99(
28.84¢ 28.84¢ 260.99( 260.99(
Current financial assets
Intercompany loz 30C 30C 4.34¢ 4.34¢
Cash poolin 212.76 212.76 99.11¢ 99.11¢
Interes 15.60( 15.60( 6.30( 6.30(
Bingo plus loa - - 1.00c¢ 1.00c¢
Othel 10C 10C 30 30
228.76° 228.76° 110.79( 110.79(
Financial liabilities
Interest bearing loans and borrowing:
Capital Securitie 730.52! 461.25( 774.48 729.37!
4.80% Bond: - - 359.97¢ 359.55(
Long term borrowing 403.35! 403.35! - -
Othel 2.03i 2.03i 1.78( 1.78(
1.135.91 866.64. 1.136.24. 1.090.70!
Current financial liabilities
Intercompany log 12.99: 12.99: 12.34¢ 12.34¢
Cash poolin 288.07. 288.07. 123.18: 123.18:
Interes 4,967 4,967 11.91: 11.91:
Othel 10.48: 10.48: 2.83¢ 2.83¢
316.51: 316.51: 150.27¢ 150.27¢

Current financial assetsotal €228.8 million (€109.8 million at 12/31/2Q0@f which €228.8 million
(€109.8 million at 12/31/2007) refer to cash poglactivities to group subsidiaries.

Detail of the receivables from principal subsidkaris as follows:

€in Lottomatica Lottomatica Lottomatica
thousands Sistemi Videolot Scommesse GTECH
S.p.A. Rete S.p.A. S.r.l Holdings  Other Total
Financing - - - - 300 300
Cash-Pooling 19,377 91,504 101,335 - 551 212,832
Interests 578 2,940 2,943 3,739 5,400 15,600
Other - - - 65 35 100
Total 19,955 94,444 104,278 3,804 6,286 228,767

The fair value of the financial assets shown abowesidering their nature, is approximate to theiok
value.

Non-current financial assetst December 31, 2007 referred to the 4.80% Bondleised in December
2008.
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The fair values for the Capital Securities and %8Bonds were determined by independent investment
bankers calculated using market interest rates.

6. Deferred tax assets

Net deferred tax assets total €14.3 million (€3&illion at 12/31/2007). The most significant amaunt

refer to the following:

* Write down of trade receivables;

e Tax amortization of So.Ge.l. goodwill;

» tax effect derived from eliminating the costs rethto the establishment and expansion of intangible
assets, pursuant to international accounting stdagda

» unrealized foreign exchanges losses; and

» allowances for litigation proceedings currenthcourse.

The difference of €26.0 million in deferred taxetssbetween December 31, 2007 and December 31, 2008
is mainly due to the the deficit resulting from tierger of Lottomatica into Tyche which was calteda
in 2001 as a result of the difference of the tecoaats and statutory reports.

In further detail:

Deferred tax assets
(€)

Balance at January 1, 2007 52,149,055
-) Increases 5,926,075
-) Decreases (21,354,856)
Balance at December 31, 2007 36,720,274
-) Increases 3,514,541
-) Decreases (25,956,757)
Balance at December 31, 2008 14,278,058

7. Inventories
Total €3.3 million (€2.8 million at 12/31/2007) andnsist almost entirely of Lotto playslips andeigts.

8. Trade and other receivables

Total €104 million(€83.2 million at 12/31/2007) and refer to:

e Trade receivable®f €9.9 million (€11.1 million at 12/31/2007), net an Allowance for doubtful
accounts equal to €1.8 million (€1.7 million at3RR2007);

* Receivables from subsidiaries collectable within m@®nths of €94.1million (€67.7 million at
12/31/2007), consisting mainly of the charge-bafcknarketing costs, network services (related to the
activation, connection and assistance to the padhtsales), back-office services, administrative
services for activities of management in the ondineourse of business, and contracts with the
subsidiaries in normal market conditions.

In greater detail:

Trade Receivables

© 12/31/2008 12/31/2007

Trade receivables 9,910,784 11,056,708
-) Trade 11,664,822 12,726,746

-) Allowance for doubtful accounts (1,754,038) (1,670,038)
Receivables from Subsidiaries 94,108,82¢ 67,703,114
-) Trade 94,108,82¢ 67,703,114
Receivable from Parent Company - 4,484,183
-) Trade 140

-) Tax - 4,484,043
Total 104,019,61: 83,244,005
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In the course of FY2008, the Allowance for doubHatounts increased by €1.2 billion and was used to
subscribe the €1.1 billion Toto2000 S.r.l. transacbf November 15, 2007.
For further information see Note 31.

Tax receivables from parent company collectabléiwil2 monthsare €0.0 compared to the €4.5 million
of FY 2007 since the company has repaid the rebksadue to D&D Holding in accordance with the
National Tax Consolidation of the De Agostini Grabpmpanies, following the deliberation of the Board
of Directors Meeting of September 9, 2004. The diati Tax Consolidation Regulation for the
Companies of the De Agostini Group was approvedhieyDe Agostini Board of Directors Meeting of
October 20, 2004. It regulates the relations betvike B&D Holding and the companies which adhere to
said regulation including Lottomatica, and aimsattain and ascribe the advantages derived from the
application of the national tax consolidation pansito articles 117 to 129 of Presidential Decree9i7

of December 22, 1986 and as modified by the citedidlative Decree no. 344/2003 and Ministerial
Decree of June 9, 2004.

The new Regulation for the De Agostini Group issuedorder to safeguard the economic/financial
interests of the individual sub holdings will bepagved in the next BoD meeting of Lottomatica.

9. Other current assets
Total €14.6 million (€14.2 million at 12/31/200&nd break down as follows:

» Other Receivables for €6.3 million (€5.6 million¥2/31/2007) include credits deriving from the
withholdings of thantercompany loamwith GTECH Holding regarding liquidated interedtse to
Lottomatica. According to bilateral agreements lestvthe US and Italy, such amounts will be
transferred to the Parent Company under the natiax@onsolidation contract;

* Receivables for €3.0 million from the reduction wspd by the Audit Court of the penalty
imposed by the Italian Antitrust on September Q2@ Lottomatica from €8.0 million to €5.0
million;

» Receivables from points of sale, net of the Allos&for doubtful accounts equal to €0.8 million
(€2.2 million at 12/31/2007), related to the amautitat still are to be collected for Giochi
Sportivi and Tris which are no longer operated lofthmatica and the subsidiary Lottomatica
Scommesse S.r.l;

» Receivables for €0.2 million from social securibgtitutions Asfalisis (€0.2 million) and INAIL
(€0.002 million) with reference to advanced paymdatthe previously mentioned pensions.

The Allowance for doubtful accounts adequately ¢l possible losses to receivables, even ircse
of complex contractual relations.

In greater detail:

Other Current Assets

€ 12/31/200¢ 12/31/2007

Receivables to Social Security Institutions 240.790 -
Other Assets 14.408.365 14.202.028
-) Tax withholdings on asset interests 1.114.22t 1.820.883
-) Other tax receivable 426 426
-) Other receivable 7.136.83¢ 9.876.962

-) Antitrust penalty reduction 3.047.00C -

-) Employee receivables 273.779 -
-) Accrued income and prepaid expenses 2.008.974 1.315.051
-) Point of Sale receivables 1.699.224 3.431.275

-) Other Receivable Allowance for doubtful accountg872.099) (2.242.569)
Total 14.649.15f 14.202.028

For further information please refer to Note 31.
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10. Income Tax receivables
Income Tax receivables total €0.1 million (€0.A2£31/2007) and refer to the IRAP tax receivables.

Income tax receivables at 31/12/2007 were €0.0tdube advance tax payments made in 2007 covered
the IRAP payable for the year for a total of €1®ilion.

11. Cash and cash equivalents
Total €28.8 million (€261 million at 12/31/2007Y,which €28.8 million (€260.9 million at 12/31/200i8
in bank and postal accounts and €0.02 million (€®.@illion at 12/31/2007) is on hand.

The bank and postal accounts have an annual intatesof 3.89%.

In further detail:

Cash and cash equivalent 12/31/200¢ 12/31/2007

(€)
Cash at bank 28,826,842 260,975,371
Cash on hand 19,242 15,039

Total 28,846,084 260,990,410

In May 2008, Lottomatica entered into a €300 millisenior unsecured revolving credit facility with a
syndicate of financial institution in order to coemsate for the reduction of USD credit line. Tcedainly
€50.0 million have been used.

12. Equity holders of the Parent

Totals € 1.81 billion (€1.88 billion at 12/31/200@§ which:

 Share Capital €152.2 million (€151.9 million at 12/31/2007), nsisting of 152,286,837
(151,899,196 at 12/31/2007) shares of €1.00 vadnstituted after the stock option subscription and
offering related to the GTECH acquisition.

In greater detail:

N° of Shares at 12/31/20( 151,899,196

Stock-Option January 15,10
Stock-Option February 10,70C
Stock-Option March 66,90(
Stock — Option May 5,70C
Stock-Option July 4,40C
Treasury share attraction 155,241
Stock-Option September 9,40C
Stock-Option October 9,40C
Stock-Option December 110,80(

N° of Shares at 12/31/20( 152,286,837

* Legal Reserve£30.3 million (€30.3 million at 12/31/2007). Due the resolution passed by the
General Shareholders’ Meeting of April 15, 200& tbserve was increased by €0.07 million.

* Share Premium Reservet 4 billion (€1.57 billion at 12/31/2007).
In greater detail:

Share Premium Reserve
(€ in thousands)

Balance at 12/31/2006 1,637,700
-) Dividend distribution (69,214)
-) Stock Option capital increase 18,283
-) Secondary expenses related to capital incri¢asml Reserve  (11,814)

Balance at 12/31/2007 1,574,956
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-) Dividend distribution (56,471)
-) Other (456,926)
-) Stock Option capital increase 2,682
-) Buy back 74,830
Balance at 12/31/2008 1,139,071

The Lottomatica Shareholders’ Meeting of April 208 approved a resolution to supply a dividend of
€0.825 per share for a total amount of €125.4 onl{€56.5 million on Share premium reserve).

In greater detail:

Dividend Distribution
- April 15, 2008 Meeting -
-) share premium reserve 56,470,923
-) FY2007 profits 68,922,391
Total 125,393,314

* Buy Back Reserve&€73.2 million and represents a similar amountdufse the buy-back operation
(€74.8 million), modified by €1.6 million for thaii value of the restricted stock of the portfoliks
of February 23, 2009, the number of Treasury shiar@845,451.

TheOther Reserveare represented in the following table:

Share
based Ex art. Swap
Other reserves Merger payment  Other 2349 option
€/000 Reserve Reserve Reserve Reserve Reserve  Total
Balance December 31, 2006 20.138 7.942 18.282 - 5.320 70.053
Dividend distribution (20.138) - - - - (20.138)
Stock options exercised - (7.253) 7.253 (239) - (239)
Legal reserve - - - - - -
Other movements - - - 2.228 - 2.228
Stock compensation - 21.347 - - - 21.347
Amortization swap option - - - - (570) (570)
Balance December 31, 2007 - 22.036  25.535 1.989 4.750 54.310
Other movements - - 456.926 - - 456.926
Stock options exercised - (9.501) 9.501 - - -
Legal reserve - - - - - -
Capital increase - - - (155) - (155)
Treasury shares - - - - - -
Buy back - - (74.830) - - (74.830)
Treasury share attribution - (676) (970) - - (1.646)
Stock compensation - 14.680 - - - 14.680
Amortizationswap option - - - - (570) (570)
Balance December 31, 2008 - 26.539 416.162 1.834 4.180 448.716

» Share-based Payment Reseré26.5 million (€22.0 million at 12/31/2007); whidncludes an
amount related to the authorization of the existitgck option plan of January 1, 200&2.0
million), as well as for those later authorizedtliie course of the year (€14.7 million) net of €10.2
million which refer to stock options which have hesxercised. Specifically, the stock option plans
reserved to the Lottomatica employees have beamded in the Income Statement as an increase in
the Personnel cost for €7.1 million (€8.2 millioh 12/31/2007), while those reserved to GTECH
employees have been recorded as an increaseimvédstment in GTECH Holdings Equity.

e Other Reserve€£416.1 million (€25.5 million at 12/31/2007) abkak down as:
0 €457.0 million deriving from the resolution to bbgck company shares issued by the
Shareholders’ Meeting of April 15, 2008;
0 €9.5 million deriving from the stock options matdia the period;
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o €74.8 million deriving from the application of thbuy-back reserve and the partial
reclassification of the Share Premium ReserveHerperiod of the buy-back plan in the course
of the year,;

o €0.9 million deriving from the fair value for restied stock assigned to the portfolio.

* Ex Art. 2349 ReserveEl.8 million (€2.0 million at 12/31/2007). The ét. 2349 Reserve was
established by shareholders’ resolution issuech@tShareholders’ Meeting of April 23, 2007 in
accordance with Company by-laws, for the destimatibCompany for share-based payment plans.
Decreases relate to the number of stock awardsegtam employees that vested during the year. The
€0.15 million decrease result from the assignméntestricted stock applied to the share-based
payment plans deliberated by the company.

* Swap Option Reserv€4.2 million (€4.8 million at 12/31/2007) (net afmortization quota of €0.6
million for the period).
Prior to the issuance of the Capital Securitiedlay 2006, Lottomatica entered into swap option
contracts for €750 million with financial institotis that effectively limited the Company’s exposure
to movements in interest rates from the date gredltinto the swap option contracts to the date tha
pricing was fixed on the Capital Securities iss@arithe swap option contracts were terminated
during May 2006 for earnings of approximately €snillion, which was recorded to in Other
Reserves in the Consolidated Statement of Chandeguiity and is being amortized over 10 years.

* Retained earning and profit for the ye@115.5 million (€69.0 million at 12/31/2007).réfers soley
to retained earnings and profits for the FY20089(@@million as of 12/31/2007) to be used as legal
reserve in the course of the year. The share [@i€@.7587 per share (€0.0156 at 12/31/2007).

The captions of the Equity holders of the paredidating the usage in term of dividends distribatare
reported below:

Nature/Description Distribution
(€in thousan%s) Amount Use quota

Capital 152,287

Future capital increase reserves - A-B
Capital reserve

Merger reserve - A-B-C -

Share premium reserve 1,139,071 A-B-C 1,135,378

Other reserves 375,531 A-B -
Earnings Reserve

Legal reserve 30,380

Net Income 115,536 A-B-C 115,459
Total Reserve 1,660,518 1,250,837

A: Capital increase
B: Loss Reorganization
C: Distribution

The reserves and retained earnings are non-digthileuto the members totals €409.6 million (€91.6

million at 12/31/2007) and refer to:

* Legal Reserve;

* Share Premium Reserve of €3.7 million (€6.9 millaari2/31/2007) regarding the unrealized deferred
taxes for secondary expenses related the capitalane;

» Buy-back reserve of €308.9 million as resolvedh® $hareholders’ Meeting of April 15, 2008;

» Profit for the period of €0.08 million (€0.08 mdl at 12/31/2007) allotted to the Legal Reserve
pursuant to Article 2430 of the Italian civil code;

* Reserve generated by stock compensation expetidee be vested, €60.6 million (€47.6 million at
12/31/2007);
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» Swap option reserve (for the part still to be amed) amount to €4.1 million (€4.8 million at
12/31/2007);

* €1.8 million (€2.0 million at 31/12/2007) allott¢al the restricted plan for Restricted stock opptamn
for Company employees approved at the Sharehollfersting of April 23, 2007.

13. Debt
December 31,
(thousands of euros) 2008 2007
Long-term debt, less current portion
Capital Securities 730.525 727.869
4.80% Bonds - -
Other long term borrowings 403.355 -
Other 2.037 1.780
1.135.91 729.64¢
Short-term borrowings
Short term borrowings 316.513 150.277
4.80% Bonds - 359.503
Other 50.835 -
367.34¢ 509.78(

Current portion of long-term debt
Capital Securities 46.490 46.618
4.80% Bonds - 473

46.49( 47.09!

Capital Securities

On May 17, 2006, Lottomatica issued €750 milliorsabordinated interest-deferrable Capital Secsritie
due March 2066 (“Capital Securities”) in order tomplete the GTECH acquisition. The Capital
Securities have a fixed coupon rate of 8.28%gd6wapat 10 years plus 405 basis points) payable annuall
through March 31, 2016 and thereafter, have a bigrimterest rate of six-month Euribor plus 505idas
points payable semi-annually. The Capital Secuaritiave received a rating equal to a BB and Ba3 by
Standard & Poor’s Rating Servicand Moody’s Investors Service Limitedespectively. The Capital
Securities as defined by Rule 144 of the U.S. SeesirAct of 1933 may be offered or sold only odési
the United States to certain institutional investar within the United States to or for the acdoomn
benefit of U.S. persons in favor of qualified ihgional buyers. The Capital Securities are listedcthe
Luxembourg Stock Exchange.

Debt issuance costs associated with the Capitairffies are being amortized over 10 years.

The Capital Securities allow Lottomatica to optibnaefer coupon payments and mandates deferral of
coupon payments if Lottomatica is in breach of ihierest coverage ratio as defined in the Capital
Securities agreement. Under circumstances desciibtee Capital Securities agreement, Lottomatsica i
required to settle deferred coupon payments in oasiguity (1.35). Lottomatica is restricted froaymg

any dividend prior to settling deferred coupon pagits.

The terms of the Capital Securities require Lotttioaato authorize the issuance of ordinary shames i
accordance with a resolution approved by Lottoraasicareholders. At each annual general meeting, the
value of the ordinary shares authorized for isseameist be equivalent to the coupon payments due
during the following two-year period.

Prior to the issuance of the Capital Securitielslay 2006, Lottomatica entered into swap option &t
for a notional value of €375 million with financiahstitutions that effectively limited Lottomatica’
exposure to movements in interest rates from the ldattomatica entered into the swap option cotdrac
to the date that pricing was fixed on the CapitdiBities issuance.
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Capital Securities breaks down as follows:

Net Value
Capital Securities Nominal  Accessory as of
€/000 Value Expenses Amortization 12/31/2008
Capital Securities (beyond 5 years) 750,000 (26,557) 7,082 730,525
Total 750,000 (26,557) 7,082 730,525

4.80% Bonds

4.80% Bond totals €0.0 million (€359.5 million aR/31/2007) after its reimbursement executed in
December 2008. As of December 31, 2007 with referdn the reimbursement schedule for the current
year, the 4.80% Bond was reclassified as curraantial liability.

The 4.80% Bond breaks down as follows:

Net Value

4.80%Bond Nominal Accessory Issuing  as of
€/000 Value  Expenses Amortization Expense 12/31/2007
Bond 360,00  (1,679) 1,371  (189) 359,502
Total 360,000 (1,679 1,371 (189) 359,502

The 4.80% Bond consists of 360,000 bonds with aimanvalue of €1.00 per bond. The Bond has been
allocated in ltaly (56%), England (19%) and in otB®iropean States. The Bond has an annual interest
rate of 4.80% and payable in a single solution eadinber 22, 2008.

Long term borrowings

Long term borrowings for €403.4 million (€0 at 12/2007) refer to the Revolving Credit Facility et
by Lottomatica for €50.0 million and to the LongrireLoan Facility for €353.4 million, for a total
borrowing of €360 million which must include amaetiion for €0.2 million and net of issuance codts o
€6.8 million.

Long Tern Nominal  Issuance Accumulated Net value at

Facility Value Costs  Amortization 12/31/2008
Loan 360,000 (6,846) 200 353,354
Total 360,000 (6,846) 200 353,354

Long Term Loan Facility
In December 2008, Lottomatica entered into a €3@om Long Term Loan that expires on December
2013 and is predominately used to reimburse th@24.Bond that expired in December 2008.

In greater detail:

2011 132.000
2012 132.000
2013 96.000

Totale 360.000

Interest is generally payable monthly in arreansits determined by reference to the EURIBORphte
a margin based on the Group's ratio of total nét the earnings before interest, taxes, depreciatiuh
amortization, and the Group's senior unsecuredteng debt rating.

The Facility has covenants and restrictions incigdiamong other things, requirements relating ® th

maintenance of certain financial ratios, limitagomn capital expenditures and acquisitions, and
limitations on dividends. Violation of these coaats may result in the full principal amount becogni
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immediately payable upon written notice. At DecemB&, 2008 we were in compliance with all
covenants and restrictions.

Revolving Credit Facility

In May 2008, Lottomatica entered into a €300 millisenior unsecured revolving credit facility with a
syndicate of financial institutions. The LTO Revioly Credit Facility expires on August 29, 2012. The
LTO Revolving Credit Facility is unsecured and umsdinated and is fully and unconditionally
guaranteed by GTECH and the Other Guarantors.

Interest is generally payable monthly in arreansites determined by reference to the EURIBORphte
a margin based on the Group's ratio of total nét the earnings before interest, taxes, depreciatiuh
amortization, and the Group's senior unsecuredieng debt rating. A facility fee is payable qealy at
a rate of 0.36% per annum on the total availableroiment of the LTO Revolving Credit Facility.

The LTO Revolving Credit Facility has covenants amgtrictions including, among other things,
requirements relating to the maintenance of ceftaanmcial ratios, limitations on capital expendés and
acquisitions, and limitations on dividends. Viotatiof these covenants may result in the full ppati
amount becoming immediately payable upon writtericeo At December 31, 2008 we were in
compliance with all covenants and restrictions.

Debt issuance costs associated with the LTO RewphCredit Facility are being amortized over
approximately four years beginning May 2008.

During the quarter ended June 30, 2008, Lottomdtizeowed the €300 million available under the LTO
Revolving Credit Facility and the Group used thecpeds to prepay US$467.4 million of the GTECH
Term Facilities. As of December 3al 2008, €50.0ionilremains outstanding under the LTO Revolving
Credit Facility.

Short-term borrowings
Total €367.1 million (€509.8 million at 12/31/2008nd refer mainly t&Gubsidiaries Payable&€316.3
million).

In detail:
Short term borrowing 2008 2007
-) Bank 50,835,08¢ -
-) 4.80% Bond - 359,503,068
-) Subsidiary 316,294,001 150,277,258

Total 367,129,09( 509,780,326

The most significanBubsidiaryPayablesefer to:

= cash pooling for Consorzio Lotterie Nazionali fdr2€.3 million, including €0.1 million (€0.2 million
at 12/31/2007) in interests in collections by Lotadica on behalf of the Consorzio points of satee T
sum also includes €0.4 million which refer to cadsiving from credit issuing from Mediofactoring
S.p.A., Gruppo Banca Intesa and Consorzio to Laitara S.p.A. as established by the Executive
Committee of the Consorzio on December 17, 2008.vEtue includes the commission percentage of
0.20% of nominal value and a discount rate equan® month +1.250% of Euribor. Based on the
factoring contract, the cost of the operation weigin (i) the Consorzio in measure of its nominal
value of the credit amount issued considering itle of default based on the average historic defaul
rate on an annual point of sale average and (iDaitomatica S.p.A,

= cash pooling for Lottomatica Italia Servizi S.pfar €116.4 million (€95.9 million as of 12/31/2007)
including €1.8 million (€2.4 million at 12/31/2007T) interests and €8.6 million (€2.7 million at
12/31/2007) for services rendered by Lottomatickhelmalf of Lottomatica Italia Servizi S.p.A.;

= cash pooling for Totobit Informatica S.p.A. for €4'million (€12.1 million at 12/31/2007) including
€1.7 million (€0.6 million at 12/31/2007) in intets.
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In greater detail:

Lottomatica

Lottomatica  Consorzio  Videolot LIS Lottomatica SED Totobit

(thousands of Italia Servizi Lotterie Gestione GTECH Finanziaria International PCC Multitel Informatica

euro) S.p.A. Nazionali S.p.A. Holding S.p.A. S.r.l S.p.A. Sl S.p.A. Totale
-) Financing - - - - - 6,341 6,650 - - 12991
-) Cash Pooling 105,916 127,439 3,346 - - - - 5936 45,435 288,072
-) Collection - 1,336 - - - - - - - 1,336
-) Interests 1,818 125 66 4 612 330 188 122 1,702 4,967
-) Other 8,636 446 65 - - - - - - 9,147
Total 116,370 129,346 3,477 4 612 6,671 6,838 6,058 47,137 316,513

Bank payables total €50.8 million and refer to line of credit stipulated by Lottomatica and itsmka
partners.

As previously mentioned, the variation from Decentkie 2007 refers to the reimbursement of the 4.80%
Bond in December 2008.

Short term payments on Long term borrowings
Total €46.5 million (€47.1 million at 31/12/200Mdarefer to interest matured on the Capital Seestrit

14. Staff Severance Fund (TFR)
The total expense, at net value, for the annudl Severance Fund is summarized in the followingda

December 31,

(thousands of euro) 2008 2007

Balance at January 1 4,927 5,495
Current service cost 2,337 2,227
Actuarial gain (loss) antturtailment" effect 100 (469)
Other (2,553) (1,935)
Benefits paid - (391)
Balance at December 31 4,810 4,927

The Staff Severance Fund is a defined benefit pldne cost of providing benefits under the plan is
determined using the projected unit credit actb&akiation method.

This method involves the following procedures:

* projections were made based on a series of finkassumptions (increase in the cost of living,
increase in wages, etc), any future benefits tbatdcbe paid to each employee subscribing to the
program as a result of retirement, death, invalidiésignation etc. The estimate of future benelis®
included any further increases related to senidtipt may have accrued, as well as a presumed
increase in the remuneration level earned at the @f valuation;

» at the time of valuation, the present average valdeture benefits was calculated, on the basthef
annual interest rate applied and the likelihoodingle benefits being actually paid;

» the liability for the Company was established bgniifying the share of the present average value of
future benefits in relation to service already aedrby the employee with the Company at the time of
valuation;

» the reserve recognized as valid for IAS purposesidentified on the basis of the liability estabés
using the method outlined in the paragraph abowkthe reserve set-aside for the purposes of the
Italian statutory financial statements.
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Non Executives

Increase in Cost of Living
Discount Rate
Compensation Increase

- 40 years old and under

- over 40 years old up to 55

- over 55 years old

2,2% annual (2,0% FY2007)
4,8% annual (4,6% FY 2007)

2,95% annual (2,75% al 2007)
2,7% annual (2.5% FY2007)
2,45 annual (2.25% FY2007)

2,2% annual (2,0% FY 2007)
4,8% annual (4,6% FY 2007)

2,7% annual (2,5% FY 2007)
2,45% annual (2,25% FY2007)
2,2 annual (2.0% FY2007)

Demographic Hypothesis Executives Non Executives

Mortality Table RG48 published by RagioneriMortality Table RG48 published by
Generale dello Stato Ragioneria Generale dello Stato

. . . Unisex Table edited by C,N,R, and reduced tUnisex Table edited by C,N,R, and reduced
Probability of invalidity
70% by 70%

Probability of Resignation
- up to 50 years old

Probability of Death

4% each year 3% each year

- over 50 years old none None
Probability of Retirement
- upon reaching 60 years old 35% 60%
(100% for women) (100% for women)
- up to 65 years old 20% each year 10% each year

- upon turning 65 years old 100% 100%
Probability of receiving an anticipated Severanaad-of up to 70% ai
the beginning of the year

3% each year 3% each year

The financial hypothesis adjustments were introduoeorder to reflect the variations in interedegin

the financial market.

There has been no adjustment taken into considarsggarding a demographic hypothesis.

The impact of the new legislation issued in therseuof the year for companies exceeding no. 50
employees is valuated with the "Traditional Unie@it Method" in adherence to IAS 19.

15. Deferred tax liabilities

Totals€ 46.1 million (€65.9 million at 12/31/2007) andhetsts almost entirely of:

» deferred tax liabilities on goodwill, €45.6 milhid€50.2 million at 12/31/2007);

* TFR actualization pursuant to IAS of €0.2 millic80(3 million at 12/31/2007);

» Profits from unrealized exchange rates, €0.1 nmil{{©0.002 million at 12/31/2007).

The deferred tax liabilities decreases by €19.8ionilas a result of the combination of deferredetax
matured in the course of the year (€10.3 millionyl dhe return of the subscriptions provided for in
previous years (€30.1 million). As a result of tagustment, the tax fund has decreased to €30libmi
which refer principally to the deferred tax liabéds from amortizations relative to previous yeans to
Tyche goodwill.

In further detail:

Deferred tax liabilities

(€)
Balance at 01/01/2007 60,211,105
-) Increases 15,768,062
-) Decreases (10,081,679)
Balance at 12/31/2007 65,897,488
-) Increases 10,256,721
-) Decreases (30,084,281)
Balance at 12/31/2008 46,069,930

16. Long-term Provisions
Total €9.6 million (€12.2 million at 12/31/2007).

In further detail:
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Pr(_)visions Balance Increases  Utilized Balance
(€ in thousands) at 12/31/2007 at 12/31/2008
-) Legal 9,783 - (2,602) 7,181
-) Tax 2,070 - - 2,070
-) Other 199 127 (10) 316
-) Provision for write down of Equity investments 104 - (104)

Total 12,156 127  (2,716) 9,567

Increases for the period, totaling €0.127 milliclate primarily to prizes on certain games.

Other provisions utilized (€2.7 million) relate merily to the amounts previously allocated and uged
the course of FY2008. The most significant amotm&pecify include the closing of the Karissa ktign
for €1.9 million and the use of €0.1 million frommet write down provisions of equity investments tfue
liquidation of the company Imprenditori Associati ©ctober 8, 2008.

The risk provisions in the present financial staata are not affected by their actualization.

17. Trade and other payables
Total of € 81.0 million (€79.2 million at 12/31/200

In greater detail:

Trade payablesf €58.4 million (€63.2 million at 12/31/2007), consig of unpaid invoices recorded
as of December 31, 2008, and debts matured duf&pP®8 which have been documented in the
months following December 31, 2008. The payables aannected to the purchase of goods and
services for the activities of the period and itwesnt programs under way

Payables to subsidiariesf €17.6 million (€11.7 million at 12/31/2007) for moal activities carried

out regarding management and for contracts sigriddthe subsidiaries in accordance with market

conditions. Significantly, €8.1 million (€6.6 mibin at 12/31/2007) regards the subsidiary Lottoraatic

Sistemi S.p.A. for the management services of il Center, €1.2 million (€1.2 million at

12/31/2007) regards PCC Giochi e Servizi S.p.A.ther production of paper materials, €2.9 million

(€2.2 million at 12/31/2007) in network managensanvices for Totobit Informatica S.p.A. and €3.5

million for general services rendered by the subsyd GTECH Holdings under normal market

conditions;

Payables to Parent Company€8.6 million (€0.2 million at 12/31/2007) for sa&s rendered to De

Agostini S,p,A under normal market conditions;

Tax payables to parent compaofy€4.3 million (€4.1 million at 12/31/2007), inaling the following

tax payables towards Marco Drago S.a.p.A. B&D Huidi

* £€1.8 million (€4.1 million at 12/31/2007) in VAT Hdeas participant in the VAT liquidation
procedure pursuant to Article 73, last point, addtdential Decree no. 633/1972.

« €2.5 million as payables for the period since thmpany has repaid the receivables due to D&D
Holding in accordance with the National Tax Cordation of the De Agostini Group
Companies, following the deliberation of the BoafDirectors Meeting of September 9, 2004.
The National Tax Consolidation Regulation for thenfpanies of the De Agostini Group was
approved by the De Agostini Board of Directors Niegtof October 20, 2004. It regulates the
relations between the B&D Holding and the compamikih adhere to said regulation including
Lottomatica, and aims to attain and ascribe theamiges derived from the application of the
national tax consolidation pursuant to articles 147129 of Presidential Decree no, 917 of
December 22, 1986 and as modified by the citeddlatijje Decree no, 344/2003 and Ministerial
Decree of June 9, 2004. The new Regulation forDeeAgostini Group issued in order to
safeguard the economic/financial interests of tiividual sub holdings will be approved in the
next BoD meeting of Lottomatica.

Trade payables are normally settled in 30-60-9& day
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In greater detail:

Trade Payables

(€) December 31, 200¢ December 31, 2007

Trade payables 58,415,85¢ 63,233,946
-) Trade 58,415,85¢ 63,233,946
Payables to subsidiaries 17,558,31¢ 11,653,560
-) Trade 17,558,31¢ 11,653,560
Payables to Parent Compan) 4,887,69C 4,262,776
-) Trade 599,505 197,592

-) Tax 4,288,185 4,065,184
Total 80,861,867 79,150,282

18. Other current liabilities
Total €26.6 million (€20.9 million at 12/31/200Mdarefer to:

» Payables to Social Security Institutions€2.4 million (€2.1 at 12/31/2007) and refers altmos
exclusively to the payables due to social secumgyitutions regarding the employee pension funds;

» Defined Contribution Plans€0.6 million (€0.5 million at 12/31/2007), specd#lly includes the Staff
Severance Fund (TFR) quota matured as of Janua2QQl, to-date and deposited in the "Treasury
Fund" managed by INPS, as well as to the compleamgmtension funds which are considered as
"Defined Contribution Plans" according to IAS 1Bmployee benefits;

» Other liabilities: €23.7 million(€18.3 million at 12/31/2007).

The most significant amounts refer to:

o0 Payables to Personnél 12.8 million (€10.0 million at 12/31/2007), whiconsist of payables to
personnel matured as of December 31, 2008 in tefmpoductivity awards and accumulated
unused vacation days;

0 Other Payables€3.3 million (€6.0 million at 12/31/2007) consist derived payables resulting
from network service contracts.

In greater detail:

Other Current Liabilities

€) December 31, 200! December 31, 2007
Payables to Social Security Institutions 2,362,52% 2,142,311
Defined Contribution Plans 571,107 451,690
Other payables within 12 months 23,660,03¢ 18,281,166
-) Personnel 12,779,094 10,036,753
-) Other payables 3,326,61¢ 6,007,097
-) Accrued Liabilities 4,351,73¢ -
-) VAT 754,368 -
-) Irpef 2,314,59¢ 2,150,252
-) Other tax liabilities 133,620 87,064
Total 26,593,66¢ 20,875,167

19. Income Tax Payables
Total of €0.0 million (€1.5 million at 12/31/200i@fers to the IRAP payables to the State Treasuatyof

advance payments for the period.
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20. Revenues
Total €372.8 million (€394.4 million at 12/31/200@)most entirely relevant to Lotto business:

In greater detail:

Re\zg)nues December 31, 200¢ December 31, 2007 Difference
-) Lotto collection revenues 372,196,067 386,972,77¢ (14,776,712)
-) Betting service revenues 186,188 1,791,662 (1,605,474)
-) Lottery point of sale revenues 382,838 203,686 179,152
-) Other revenues (CONI sports pools 5,924 5,409,727 (5,403,803)
Total 372,771,017 394,377,854 (21,606,837)

For an in-depth analysis of the variations compaodely2007, see the Lottomatica business trendosect

21. Other Revenues
Other Revenues total of €92.8 million (€90.3 milliat 12/31/2007).

The captions refer almost entirely to:

» Group revenuesotaling €85.2 million (€79.1 at 12/31/2007), cisting of proceeds resulting from
Parent Company services provided to various sulrsédi for the accounting services, employee
secondment, etc, and €1.4 million (€1.3 million ais12/31/2007) from revenues resulting from
intercompany bank guarantees;

* Non operative profit for €2.3 million (€7.2 millicat 12/31/2007) from revenues from previous years;

e Surplus of €3.2 million (€0.007 million at 12/3120) from the sale of routers to SED Multitel foeth
OLO project (€1.1 million) and from the zero chamequisition of 15,860 IP 2005 routers (€2.1
million).

In greater detail:

Other Revenues

(€) 2008 2007 Variazione
-) Intercompany revenues 85,220,7479,056,743 6,163,999
-) Other revenues 2,129,847 4,097,624 (1,967,777)
-) Revenues from previous year 2,295,973 7,185,825 (4,889,852)
-) Surplus 3,181,732 6,666 3,175,066

Totale 92,828,294 90,346,858 2,481,436

22. Raw Materials, Services and Other Costs
Total of €201.0 million (€213.7 million at 12/31/2D).

In greater detail:

Raw Material, Services and other cost December 31, 200¢ December 31, 200" Difference

(€
-) Raw material costs 19,876,732 20,928,86¢ (1,052,137)
-) Service costs 177,309,23: 180,305,32¢ (2,996,091)
-) Other operating costs 3,841,887 12,445,70C (8,603,813)

Total 201,027,852 213,679,89: (12,652,041)

The individual items are detailed below:
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Raw materials and consumables used
Total of €19.9 million (€20.9 million at 12/31/2007
In greater detail:

Raw material costs December 31, 2008 December 31, 2007 Difference

(€)
-) Paper products 16,940,683 18,522,053 (1,581,370)
-) EDP materials and consumables 2,516,380 2,163,467 352,913
-) Betting services - 4,812 (4,812)
-) Other 419,669 238,537 181,132

Total 19,876,732 20,928,869 (1,052,137)

The stock of paper products refers to playslips esakipts purchased in the course of FY2008. As
previously mentioned, the reduction in paper preslig directly related to the decrease in Lotto evag
volume.

Other Costs for €0.4 million (€0.24 million at 12/3007), of which €0.4 million (€0.17 million at
12/31/2007) refers to gasoline expenses.

Service costs
Total of €177.3 million (€180.3 million at 12/31/20).

In greater detail:

Service costs December 31, 200¢ December 31, 200" Difference

(€)

Service costs 170,020,43¢ 172,366,17< (2,345,738)
-) Network management 51,578,65( 53,277,990 (1,699,253)
-) Maintenance 10,466,234 6,563,763 3,902,471
-) Office location costs 6,784,42¢ 6,668,167 116,262
-) Point of sale assistance 13,173,42¢ 14,799,144 (1,625,721)
-) Advertisement and promotional cos 44,346,655 48,112,971 (3,766,316)
-) Consulting costs 19,753,80¢ 21,152,64€ (1,398,840)
-) BoD costs 1,416,443 1,003,443 413,000
-) Group costs 11,101,381 11,913,80C  (812,419)
-) Banking service expenses 1,826,83¢ 2,049,214  (222,379)
-) Financial Statement certification 757,288 309,948 447,340
-) Other service costs 8,815,292 6,515,175 2,300,117

Leased Assets 7,288,791 7,939,15C 498,207

-) Rents paid 6,079,411 5,533,213 546,198
-) Miscellaneous rents 1,209,38€ 1,257,377 (47,991)
-) Other - 1,148,56C (1,148,560)

Total 177,309,23: 180,305,32¢ (1,847,531)

The FY2008 trend compared to FY2007 shows a caatiow of the processes involving the optimization
of network costs as a result of the replacemerjeprof the Lotto terminals. The substitution oé thid
terminals has resulted in notable financial savingserms of network management expenses and
assistance to intermediaries.

Other services cosfer €8.8 million (€6.5 million as of 12/31/2007) mby refer to various business costs
such as travel expenses for €3.7 million (€2.4iamlas of 12/31/2007), food tickets for €1.5 mitli(€1.4
million as of 12/31/2007), training courses for €dnillion (€0.5 million at 12/31/2007), insurancer f
€1.1 million (€0.8 million at 12/31/2007) and shipgp and transportation costs for €0.6 million (€0.6
million as of 12/31/2007).
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Leasing costgefer essentially to the building rental costs fioe Parent Company of the Group. The
leasing costs total €6.1 million (€5.5 million &s1@/31/2007).

At December 31, 2008 the Company no longer presamtsconcession fees for sporting games because
they've are now covered by Lottomatica Scommessk S.

Other operating costs
Total of €3.8 million (€12.4 million at 12/31/2007)

In further detail:

Other operating costs

© December 31, 200 December 31, 200" Difference

-) Charity 485,200 420,700 64,500
-) Annual fees 223,173 120,191 102,982
-) Various taxes 361,478 195,195 166,283
-) Non deductible VAT 1,131,553 427,364 704,189
-) Other expenses 1,575,138 4,049,341 (2,474,203)
-) Other allocations 65,345 7,232,908 (7,167,564)

Total 3,841,887 12,445,70( (8,603,813)

Other expensefor €0.9 million (€2.3 million at 12/31/2007) refe network management costs.

Other allocationsfor €0.07 million (€7.2 million at 12/31/2007) inde provisions set aside in order to
cover any possible legal disputes and litigationahich the Company may be involved.

23. Personnel Costs
Total of €71.0 million (€68.2 million at 12/31/200&nd break down as follows:

In further detail:

Personnel costs December 31, 2008 December 31, 2007Difference

(€)
-) Wages and Salaries 44,699,523 43,508,651 1,190,872
-) Social Security 15,090,274 14,319,003 771,271
-) Staff Severance Fund (TFR) 2,436,315 1,757,642 678,673
-) Stock Option costs 7,136,840 8,198,713 (1,061,873)
-) Other costs 1,650,551 416,913 1,233,638

Total 71,013,503 68,200,922 2,812,581

* Wagesand salariesand Social securityn addition to ordinary personnel costs includstsdor early
termination;
» Staff Severance Fun{d@FR) includes the actualizations of the fund,
» The Stock options costsf €7.1 million (€8.2 million at 12/31/2007) wewalued according to the
procedures set forth under IFRS 2 and break doviollass:
o €1.5 million (€2.4 million at 12/31/2007) for Retam plans;
0 €4.3 million (€4.8 million at 12/31/2007) for Rasted stock plans;
0o €1.4 million (€1.0 million at 12/31/207) for stockmpensation costs.

The period results include the 2005-2010 plan dkasehe new plans established since August 29620
For further information, refer to Long-term incexdiplans.

As of December 31, 2008, the Company was compdsed. 868 employees (757 as of 12/31/2007).

In further detail:
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December 31, 2008 No. No. Difference
Executives 55 49 6
Junior Management 116 100 16
Office Staff 697 608 89
Manual Workers - - -

Total 868 757 111

24. Depreciation, Amortization and Write-downs
Total €34.2 million (€38.7 million at 12/31/2007):
* Intangible Asset AmortizaticgB8.5 million(€4.2 million at 12/31/2007);

* Fixed Assets Depreciatid@®9.5 million(€33.1 million at 12/31/2007), including €20.1 naft (€22.3

million at 12/31/2007) for FDA assets.

In greater detail:

Depreciations and Writedowns

€

December 31, 200{ December 31, 200" Difference

Asset Write-downs

1,281,51€ (1,281,516)

Receivable write-downs

1,184,00C 86,000 1,098,000

Ordinary Fixed Assets Depreciation 9,431,41¢ 10,793,23( (1,361,812)
-) Property depreciation 3,296,584 2,530,162 766,422
-) Plant and Machinery depreciation 5,721,841 7,914,713 (2,192,872)
-) Other asset depreciation 412,993 348,355 64,638
Fixed Assets Depreciation FDA 20,095,85¢ 22,312,32( (2,216,464)
-) Plant and Machinery depreciation 20,093,41¢ 22,297,17: (2,203,754)
-) Other asset depreciation 2,437 15,147 (12,710)
Intangible Assets Amortization 3,511,15¢ 4,215,68¢ (704,530)
-) Patent amortization 2,366,133 3,264,049  (897,916)
-) Concession and license amortizat 981,787 951,640 30,147
-) Other asset amortization 163,239 - 163,239
Total 34,222,43¢ 38,688,75¢E (4,466,322)

Asset write-downgqual to €1.3 million and refer to Lottomaticaeissthat are no longer in use and as
previously mentioned, refer mainly to the M380 terats which have been transferred to the subsidiary

Lottomatica Scommesse S.r.l.

25. Interest Income and Expenses

Financial income and expenses at December 31, B888a negative balance

million at 12/31/2007), as follows:

of €10.9 million (€55.7

Financial Income and Expenses

© December 31, 200t December 31, 200" Difference

Total Financial Income 88,538,372 65,298,96¢ 23,239,406
-) Dividends received 65,532,661 17,129,981 48,402,680
-) Bank interest income 4,644,983 6,707,435 (2,062,452)
-) Foreign exchange gain 837,382 319,593 517,789
-) Loan Interest income 17,270,754 41,099,56€ (23,828,812)
-) Other finance income 252,592 42,391 210,201
Total Financial Expenses (99,473,551 (121,006,392 21,532,841
-) Bank interest liabilities 1,841,184 74,483 1,766,701
-) Capital Securities and 4,8% bond intel 88,911,00¢ 81,770,981 7,140,027
-) Foreign exchange losses 171,198 28,697,64¢ (28,526,450)
-) Loan Interest payable 8,031,855 10,463,28C (2,431,425)
-) Other finance expenses 518,306 - 518,306
Total (10,935,179 (55,707,426 44,772,247
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Dividends Received&65.5 million (€17.1 million at 12/31/2007) refdosdividends accounted during the
period, of which €52.8 million (€10.1 million at /B1/2007) related to Consorzio Lotterie Nazionali,
€10.2 million (€3.4 million at 12/31/2007 relatem@irmatica S.A. and finally €2.5 million (€3.4 win

at 12/31/2007) related to Lottomatica Sistemi S.p.A

“Bank Interest incomé for €4.6 million (€6.7 million at 12/31/2007) mfs to interests matured on
banking investments such as extremely short termetaoy funds and Treasury Bonds (BOT) with an
annual yield of 3.89%.

Foreign Exchange Gain (Loss), n€0.7 million (€28.4 million at 12/31/2007).

As of December 31, 2008, the caption can be brdkewm into the following:

* Foreign exchange revenudsr €0.8 million (€0.32 million at 12/31/2007) efhich €0.5 million
(€0.31 million at 12/31/2007) have been realized,;

» Foreign exchange cosfer €0.17 million (€28.7 million at 12/31/2007) which €0.03 million (€28.2
million at 12/31/2007) have been realized. Theeddhce with FY2007 foreign exchange costs results
from the transfer of the GTECH intercompany finahdieceivable to the Hungarian subsidiary.
Lottomatica registered the difference in foreigrleange from the valorization of the USD currency
financial receivable in 2007.

“Interest financing asseéts£17.3 million (€41.1 million at 12/31/2007) apemarily related to:

* Interests matured on subsidiary financing for €Iitlion (€33.7 million at 12/31/2007) due to cash
pooling and direct financing. The consistent vasiatwith reference to the previous year is
attributable to the interests matured from therggmpany loan between Lottomatica and GTECH
(€26.0 million at 12/31/2007);

 €2.4 million (€8.3 million at 12/31/2007) for prtdi matured from bank guarantees offered by
Lottomatica regarding the Senior Credit Facilitygstream guarantee;)The significant difference
results from the adjustment operation carried pnuirder to distribute the guarantee profits inahgdi
Lottomatica Hungary. The €3.7 million has been pedliby the non-operating loss following the
transfer of the 2007 revenues from the Hungarid&sidiary by Lottomatica;

e €1.7 for interest incomes matured on regarding €h80 million Intercompany loan issued by
Lottomatica S.p.A. to GTECH. The promissory note haen transferred to Lottomatica International
Hungary; Senior Credit Facility;

* €0.9 million (€0.9 million at 12/31/2007) for prtdi matured from guarantees offered to GTECH
(“surety guarante?;

*  £€(1.8) million (€1.8 million at 12/31/2007) for desmatured by Lottomatica for the bank guarantee
offered by GTECH regarding Lottomatica’s issuanéehe €360 million bond in December 2003
(“downstreanguaranteég).

Interest Expense€99.5 million (€121.0 million at 12/31/2007). Thmaunt refers to €89.0 million (€81.8
million at 12/31/2007) in interests expenses frown Capital Securities and €8.0 million (€10.5 roitliat
12/31/2007) from intercompany loans,

26. Income Taxes
The amount of income tax at December 31, 2008&dté133.0 million (€39.4 million at 12/31/2007)dan
break down as follows:
= Current taxes totaled €25.7 million (€18.3 milliah 12/31/2007), of which €16.9 million (€11.1
million at 12/31/2007) refer to IRES and €8.7 mifli(€10.0 million at 12/31/2007) refer to IRAP,
both of which were calculated based on the tax iawsgor;
= Deferred tax assets totaled €3.0 million (€15.4liomlat 12/31/2007), mainly resulting from the
payment of the 2008 deferred tax assets of €3.omi€5.9 million at 12/31/2007) and the use of
the €26.0 million (€21.4 million at 12/31/2007)deferred tax assets from previous years;
= Deferred tax liabilities totaled € 13.6 million (€5million at 12/31/2007), resulting from the 2008
deferred tax liabilities for €10.2 million (€15.8lhon at 12/31/2007), of which €10.1 million (€9.0
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million at 12/31/2007) from Tyche, Twin and Eis gdll, €7.0 in tax returns due from deferred
tax asset amortizations from previous years, a®d%hillion from the Tyche goodwill fund.

In greater detail:

Income Taxes December 31, 200: December 31, 200"  Difference

-) IRAP 8.746.08C 10.040.08¢< (1.294.003)
-) IRES 16.911.15¢ 8.275.442 8.635.717
-) IRES from previous years (737.629) - -
-) IRAP from previous years (894.996) - -
-) Deferred Tax Asset 22.450.30¢ 15.446.07¢ 7.004.226
-) Deferred Tax Liabilitie: (13.610.788' 5.686.382 (19.297.170)

Totale 32.864.131 39.447.98¢ (6.583.855)

The tables on the following pages show a breakdofthe deferred tax assets and liabilities as a®lhe
reconciliation between the ordinary and effecteave riates.

Deferred tax assets “aheot  diferences  diforonces  Sheet
thousands of euro) 2008 2007 - 2008 2007 - 2008 2007
Sogei goodwill amortization 930 - (667) 1,597
COS goodwill amortization 289 - (264) 553
Tyche goodwill amortization - - (6,832) 6,832
Other goodwill amortization - - (259) 259
Goodwill amortization 1,219 - (8,022) 9,241
Tyche goodwill write-down - - (10,117) 10,117
Goodwill write-down - - (10,117) 10,117
Amortizations 152 - (1,007) 1,159
Asset write downs 7 - (386) 393
Write downs 7 - (386) 393
Accruals provisions 1,861 - (1,729) 3,590
Provision for restructuring expenses - - (159) 159
Allowance for doubtful accounts accrual 1,984 - 109 1,875
Other provisions 9 - (276) 285
Provisions 3,854 - (2,055) 5,909
CAPITAL INCREASE 3,693 - (1,861) 5,554
Startup and expansion costs 16 - (115) 131
Other intangible assets - - 182 (182)
Tax loss 1,598 - - 1,598
Bonus + MBO 3,088 - 481 2,607
Entertainment expenses 105 - (60) 165
Unrealized exchange losses 54 - (98) 152
BoD compensation - - 4) 4
Other 493 7 612 (126)
Other temporary differences 3,740 7 931 2,802
Total 14,279 7 (22,450) 36,722
Deferred tax liabilities “aheot  diferences  diforonces  Sheet
thousands of euro) 2008 2007 —2008 2007 - 2008 2007
Goodwill amortization 45,577 - (4,669) 50,246
Amortizations 55 - (1,407) 1,462
Accelerated amortizations - (6,217) (7,516) 13,733
Amortizations 45,632 (6,217) (13,592) 65,441
Interest incomes 1 - (6) 7
Unrealized exchange revenues 105 - 103 2
Receivables write downs 111 - (87) 198
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Actuarial gain/loss on Staff Severance Fund (TFR) 223 - (27) 250
Other temporary differences 439 - (11) 450
Total 46,072 (6,217) (13,610) 65,899
Net deferred tax liabilities (31,793) 6,224 (8,841) (29,177)
Total net deferred tax liabilities on Income Staterent 8,841
Reconciliation of effective income tax rate 2008 i
Profit before income tax 148,400 108,448
IRES 16,911 8,275
IRAP 8,746 10,040
Current income taxes 25,657 18,316
Deferred tax assets 3,019 15,446
Contingents 941 -
EC deferred tax liabilities (6,980) -
Deferred tax liabilities 10,227, 5,686
Total income tax recorded on income statement 32,864 39,448
Effective tax rate 22.15%
Reconciliation of effective income tax rate base % tax rateg base % tax rate
Profit before income tax 148,400 108,448
Italian statutory tax rate - IRES (27.50%) 148,400 27,50% 40,810 108,448 33% 35,788
Permanent IRES increasing differences
Car and cellular costs 604 27.50% 166 260 33% 86
Entertainment expenses, charities 1,323.50% 378 890 33% 294
Employee expenses (stock options, business tepss) 8,933 27.50% 2,457 8,868 33% 2,926
Taxes 80 27.50% 22 209 33% 69
Non-deductible expenses 265 27.50% 73 3,592 33% 1,185
Contingent liability 893 27.50% 246 495 33% 163
Other IRES differences 4,035 27.50% 1,110 - 33% -
Permanent IRES decreasing differences
Non taxable contingent receivables - 27.50% - (102) 33% (34)
Other permanent IRES differences (62,258§.50% (17,120)| (16,758) 33% (5,530)
Italian statutory tax rate - IRAP (4.82%) 148,400 4.82%  7,153| 108,448 5,25% 5,694
Permanent IRAP increasing differences
Personnel costs (stock options, business tripts)ren 85,153 4.82%  4,104| 73,992 5,25% 3,885
Provisions 65 4.82% 3 7,233 5,25% 380
Write downs and losses on loans 1,184.82% 57 1,368 5,25% 72
Interest expenses 99,527 4.82% 4,797\ 55,707 5,25% 2,925
Contingent liability 893 4.82% 43 495 5,25% 26
Car and cellular costs - 4.82% - 260 5,25% 14
Entertainment expenses, charities - 4.82% - 890 5,25% 47
Taxes - 4.82% - 209 5,25% 11
Non-deductible expenses - 4.82% - 2,592 5,25% 136
Permanent IRAP decreasing differences
Financial incomes (88,592) 4.82% (4,270) - 5.25% -
Revenues from non relevant captions 4.82% -| (6,151) 5,25% (323)
Non taxable contingent receivables - 4.82% - (102) 5,25% (5)
Deductible personnel expenses (12,092.82% (583) (175) 5,25% 9)
Other permanent IRAP differences (10,079%.82% (486) - 5,25% -
38,960 47,798
Tax rate on permanent differences 26.25% 44,07%
Effective income tax rate 22.15% 36,38%
Difference 4.11% 7,70%
Reconciliation
Adjustment tax asset to 2008 tax rate - - -| 23,770 32,40% 7,702
Adjustment deferred to 2008 tax rate - - -1(26,264) 32,40% (8,510)
Current IRES rate non corresponding to rate foeidetl reversal - - -1(72,363) 5,50% (3,980)
Current IRAP rate non corresponding to rate foedefl reversal - - -1 (563,527) 0,35% (187)
Deferred tax asset/liability changes non correspand 27,50% (6.980)| (1,584) 27,50% (436)

57




LOTTOMATICA

2008 Annual Report

to current differences
Movement of deferred tax asset/liability changes no

corresponding to current differences 32,40% 884 47 32,40% 13
Current IRAP rate varying from deferred reversé ra 4,90% -| (6,200) 4,90% (304)
Reversal CFC - - - - - (2,792)
Other - - - - - 145
Total income tax considering reconciliation 32.864 39,448
Effective income tax rate post-reconciliation 22.15% 36,38%

27. Net Financial Position

The Lottomatica’s net financial position at DecemBg, 2008 amounted to €1.3 billion (€913.0 milliain
12/31/2007), which can be broken down into theofeihg:

e Short-term debt for €156.2 million (€185.1 milliah12/31/2007);

* Long-term debt for €1.1 billion (€727.9 million 52/31/2007).

In greater detail:

December 31

2008 2007 Difference
(€ in thousands)
Cash on hand 19 15 4
Cash at bank 28,827 260,975 (232,148)
Cash and cash equivalents 28,846 260,990 (232,144)
Current financial receivables from subsidiaries 228,767 109,790 118,977
Other current financial receivables - 1,000 (1,000)
Current financial receivables 228,767 110,790 117,977
Current financial payables to subsidiaries 316,513 150,277 166,236
4,80% Bond - 359,503 (359,503)
Bank loans 50,835 - 50,835
Other current financial payables 46,490 47,091 (601)
Short-term Financial payables 413,838 556,871 (193,868)
Short-term debt, net 156,225 185,091 (79,701)
Non-current financial receivables from subsidiaries - - -
Capital Securities 730,525 727,869 2,656
Other 403,355 - 403,355
Long-term loans 1,133,880 727,869 406,011
Long-term debt, net 1,133,880 727,869 406,011
Net Financial Position 1,290,105 912,960 326,310

Below, a brief comment on each of the captions:

Short-term debt of €156.2 million (net debt of €118&illion at 12/31/2007) consists of:

* Current account balances, cash on hand and sesuriti €28.8 million (€261.0 million at
12/31/2007);

* Current financial receivables for € 228.8 millig®110.8 million at 12/31/2007);

» Short-term financial payables for € 413.8 milli&@556.9 million at 12/31/2007).
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The main components of current financial receivalite €228.8 million (€110.8 million at 12/31/2007)

are the following:

* Financial receivables from Lottomatica Sistemi &.gor cash poolingand inter-company financing
of €20.0 million (€17.7 million at 12/31/2007) inést included (€0.58 million);

» Financial receivables from Lottomatica Videolot ®eb.p.A. for a total of €94.4 million (€27.7
million at 12/31/2007) focash poolingincluding interests (€2.9 million);

* Financial receivables from Lottomatica Scommessé &r a total of €101.3 million (€50.7 million
at 12/31/2007) including interests for cash poo(i2.9 million);

* Financial receivables mainly for intercompany iests to GTECH Holdings for €3.8 million (€1.1
million at 12/31/2007).

The principal elements of the current financial gdalgs of €413.8 million (€110.8 million at 12/31¢20)

are:

* Intercompany financial payables total €316.5 mill{€150.3 million at 12/31/2007) are composed of
the following:

o Financial payables to Lottomatica Italia Serviz.8. for cash pooling and collections carried out
by Lottomatica on behalf of Lottomatica Italia Sens.p.A. for €116.4 million (€95.9 million at
12/31/2007), including €1.8 million (€2.4 millio #2/31/2007) in interests;

o Financial payables to Consorzio Lotterie Naziof@licash pooling and collections carried out by
Lottomatica on behalf of Consorzio Lotterie Nazibrfar €129.3 million (€15.1 million at
12/31/2007) including €0.1 million (€0.2 million &2/31/2007) in interests;

o Financial payables to Totobit Informatica S.p.A. éash pooling for €47.1 million (€12.1 million
at 12/31/2007) including €1.7 million (€0.6 milli@t 12/31/2007) in interests.

* As previously mentioned, the 4.80% Bond total o6€3 million (€359.5 million at 12/31/2007)
included related issue costs and issue discourthwias been reimbursed.

In greater detail:

4,80% Bond Nominal Issuance Accumulated Issuance Tg;;f/lzugo‘;t
€/000 Value Costs Amortization Discount
4.80% Bond 360,00( (1,679 1,371 (189) 359,50¢
Total 360,00( (1,679 1,371 (189) 359,503

» Bank loans for €50.8 million refer to the creditdistipulated by Lottomatica and its bank partners.

* Interests accrued for the two loans issued by budtica total €46.5 million (€47.1 million at
12/31/2007).

Long-term debt of €1.1 billion (€727.9 million a2/B1/2007) refers to:

» Capital Securities for €730.5 million (€727.9 nahi at 12/31/2007) including related issuance cests,
€26.6 million (€(26.6) million at 12/31/2007) atalthe accumulated amortization, €7.1 million (€4.4
million at 12/31/2007),

In greater detail:

Capital Securities Nominal Issuance  Accumulated Net value at

€/000 Value Costs Amortization  12/31/2008
Capital Securities (over 5 years) 750,00( (26,557 4,42€ 727,86¢
Total 750,00( (26,557 4,42¢ 727,869

» Other financial payables for €403.4 million (€0tQLa/31/2007) refer to the Revolving Credit Fagilit
entered by Lottomatica for €50.0 million and to tteg Term Loan Facility for €353.4 million, for a
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total borrowing of €360 million which must includgsuance costs of €6.8 million and amortization
for €0.2 million,

Long Term Nominal Issuance Accumulated Net value at

Facility Value Costs  Amortization 12/31/2008
Loan 360,000 (6,846) 200 353,354
Total 360,000 (6,846) 200 353,354

In May 2008, Lottomatica entered into a €360 millisenior unsecured revolving credit facility with a
syndicate of financial institutions, The LTO Revioly Credit Facility expires on November 2012 and is
predominately used to reimburse the 4.80% Bondekgired in December 2008.

In greater detail:

2011 132.000
2012 132.000
2013 96.000

Totale 360.000

Interest is generally payable monthly in arrearsatds determined by reference to the Euribor phte a
margin based on the Group's ratio of total net detgarnings before interest, taxes, depreciatith a
amortization, and the Group's senior unsecurediemng debt rating.

The LTO Revolving Credit Facility has covenants amgtrictions including, among other things,
requirements relating to the maintenance of ceftaancial ratios, limitations on capital expendés and
acquisitions, and limitations on dividends. Viotatiof these covenants may result in the full ppati
amount becoming immediately payable upon writtericeo At December 31, 2008 we were in
compliance with all covenants and restrictions.

For further information on Long Term Facility anéwlving Credit Facility, please refer to Note 13.
28. Related party disclosures

Lottomatica plays the operative role in the indgistservice sector, with majority shares in thddeing
companies:

» Lottomatica Italia Servizi S.p.A. Wholly owned (100%) by Lottomatica, providingngees for
citizens, businesses and sporting ticket servioatsomatica Italia Servizi consolidated its poditim
the service industry with the acquisition of thadhit Group in December 2003.

e Lottomatica Sistemi S.p.AEstablished on December 10, 1999 and currentlyiiwlowned (100%)

by Lottomatica. Lottomatica Sistemi S.p.A was ocedato manage the Centro di Elaborazione

Multizona (Multi-Area Data Processing Center) ofpds and to provide technical and commercial

assistance. On January 28, 2008 a new agreemevedret ottomatica and Lottomatica Sistemi was

formalized resulting in the transferring of the ®&rocessing Center and technical and commercial
assistance areas to Rome under Lottomatica andahsferring of the Contact Center management
activities and additional customer support servioesetting and e-money services to Lottomatica

Sistemi;

e Lottomatica Videolot Gestione S.p.A.established on November 16, 2004 and 100% owned by
Lottomatica. The Company is responsible for notydhle acquisition and distribution of gaming
machines, but also of their management and oparafa the Extraordinary Shareholders’ Meeting
of February 1, 2007 the resolution to change thle 6f the company from “Videolot Gestione
S.p.A.” to “Lottomatica Videolot Gestione S.p.A.’ag passed.
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Lottomatica Videolot Rete S.p.A. 200% owned by Lottomatica. On December 10. 2003.
Lottomatica. Scientific Games International Inctigina 2001 S.p.A., Olivetti Tecnost S.p.A (taking
over for Tecnost Sistemi S.p.A following their mergoy incorporation) and Servizi Base 2001
S.p.A., established the “Consorzio Lotterie Nazidnéas of October 14, 2003, Consorzio Lotterie
Nazionali took over the licenses to manage natitmitdries.

Consorzio Lottomatica Giochi SportivB5% owned by Lottomatica. On June 3, 2003, the Quars
Lottomatica Giochi Sportivi was created betweentdmwiatica and Totobit Informatica Software e
Sistemi S.p.A., Consorzio Totocom — Agenzie onlangg Telcos S.p.A.. Its headquarters are located
in Rome and its objective is to manage the busispssified asa license to assign activities and
public functions regarding sports pools as well @/ other games related to sporting evénts
Operations began with the first competition of Taaticio (Soccer pools) on August 17, 2003. The
liquidation process of the Consorzio Lottomaticadchi Sportivi will begin upon the approval of the
FY2007 Annual Report. The sports pools wagers belltransferred to the subsidiary Lottomatica
Scommesse S.r.l. in connection to the sports lgetmcession granted by AAMS.

PCC Giochi e Servizi S.p.AThe Company is entirely (100%) owned by the subsydiLottomatica
Sistemi S.p.A. The objective of the Company is todpce and supply specialized paper supports
(betting forms, print-outs, travel tickets, bettiagd gaming slips). Its operating headquarters are
located in Tito, a town in the district of Potenza.

Consorzio Lotterie Nazionati 63% owned by Lottomatica. The company was eistadd November
28, 2002 for the purpose of providing a specialipeghnization capable of ensuring the necessary
technological support, by coordinating and managitsg own processing centers and through
outsourcing, for the typical transaction activit@ghe online service offered.

Lottomatica Scommesse S.rEstablished in FY2006 and wholly (100%) owned bytdumatica. The
Company has become operative during FY 2007 irfixeel odds betting sector after the granting of
the Concession in FY2006.

Toto Carovigno S.p.A- Acquired on August 29. 2008 and wholly owned %00y Lottomatica
Scommesse S.r.l., Toto Carovigno is the owner & TotoSi brand and AAMS-authorized
concessionaire with 1,100 horse race betting paihtale and 3,673 sports betting points of sale in
Italy, Toto Carovigno is also a leader in the #alionline gaming market and was the first in Italy
offer sports betting via telephone and online.

Lottomatica Bingo S.r.I- Established on July 7, 2008 by Lottomatica Scessa S.r.l. Its main
activity is to organize, carry out, manage and ptoetting via bookmakers and/or totalizzators of
any kind, accept sports pools and/or other totatmmzgames including “Bingo.”

Royal Gold S.r.I. Established in January 2008 and acquired 100% Mtomnatica Videolot Rete
S.p.A. on December 5, 2008. The company creatgmnes, manages, acquires and sells, and
operates in the gaming machine market.

L.S. Alpha S.r.l. ottomatica Scommesse S.r.l. acquired 95% of tlaeeshapital (€10,000) of the
company which holds 17 horse racing and sportingaetbncessions.

Lottomatica International S.r.- owned 100% by Lottomatica as of June 15, 200.m&in
activity exclusively regards the acquisition of % and participations in companies and other
entities.

Lottomatica International Hungary KFT ewned 80% by Lottomatica International S.r.l. a®&a2by
Lottomatica, as of August 28, 2007. Its main attiviegards the Business and Management
consulting.
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» Totobit Informatica Software e Sistemi S.p-AL00% owned by the subsidiary Lottomatica Italia
Servizi S.p.A. The Company operates a network dfiffunctional mini-terminals installed at outlets
such as bars, betting collection points, gas statinewsstands, etc.

e SED Multitel S.r.I.— established on November 28, 2002. 100% ownedoltpmatica as of June 9,
2008 after acquiring the 80% owned by Totobit Infatica S.p.A. The Company operates in Italy
through its Services Center and ensures the negetsznnological support, by coordinating and
managing its own processing centers and througsoarting, for the typical transaction activities of
the online services offered offers transaction exetution services for the Group.

« TTS S.r.l-100% owned by Totobit Informatica Software &&rs S.p.A. It develops and distributes
the software product to process and develop gasyatgm at bet collection points. It provides client
with thorough technical/system service, both byrgh@ithrough an in-house call center) and on dite. |
gathers subscription contracts throughout the téeyrifor the services provided by the Parent
Company. Furthermore, in 2006 it signed under eantPoints of Sale that directly manage the sale
of cellular top-ups.

* LIS Finanziaria S.p.A. 100% owned by the subsidiary Totobit InformaticdtBare e Sistemi S.p.A.,
specifically established and registered with theaRtial Brokers Register (pursuant to Article 106 o
TULB (TestoUnico delle Leggi in materia bancaria e creditizif€onsolidation Act of Banking and
Credit Laws).The company is responsible for marmatjive Lottomatica Group financial services. The
utilities bill payment service was the first servito be developed, becoming fully operational at th
end of September 2004.

e CartalLIS Imel S.p.A: Established by LIS - Lottomatica Italia Serv&ip.A (holding 85% of share
capital) and by Banca Sella S.p.A. (holding 15%slodire capital) on September 12, 2005. Its main
activity is to issue electronic money through immaégl conversion of funds received, as well as the
related and instrumental activities within the bsnliaid down by law, pursuant to art. 11i4-land ss.
of the Legislative Decree n. 385/1993, and relatgplementing provisions issued by the Bank of
Italy, in accordance with the LIS business plane@fons commenced in 2006.

* Invest Games S.A. - @ompany incorporated under Luxembourg law, esthbd on December 27,
2005, and is entirely owned (100%) by Lottomatitaorganization is connected with the acquisition
of the GTECH Group.

+ GTECH Holdings -An American company located in Delaware, estabtisimeJanuary 2006 and
wholly owned (100%) by Lottomatica. Its organizatis connected to the acquisition of the GTECH
Group.

The related party disclosures of Lottomatica aB@tember 31, 2008 are detailed below:

RELATED PARTIES — Income Statement

Amount % on
€/000 Subsidiaries Nature of Transaction 2008 2007 2008
Other revenues Lottomatica lItalia Servizi S.p.A. Administrativeciprofessional services 4,141 3,827 4.86%
Lottomatica Sistemi S.p.A. Administrative and pesfi®nal services 3,819 1,018 4.48%
Administrative, professional and back
Consorzio Lotterie Nazionali office services 65,925 66,348 77.35%
Consorzio Giochi Sportivi CONI services 6 - 0.01%
Lottomatica Videolot Rete S.p.A. Administrative gmfessional services 4,583 3,02 5.38%
Lottomatica Videolot Gestione S.p.A. Administratiwed professional services 20 22 0.02%
PCC Giochi e Servizi S.p.A. Administrative services 5 10 0.01%
Administrative, professional and back
Totobit Informatica S.p.A. office services 1,229 959 1.44%
LIS Finanziaria S.p.A. Guarantees and cash poadpggations 164 108 0.19%
Lottomatica Scommesse S.r.l. Administrative andgwsional services 4,432 3,259  5.20%
SED Multitel S.r.l. Administrative and professiorsarvices 10 - 0.01%
Toto Carovigno S.p.A. Administrative and professibservices 79 - 0.09%
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CartalLIS IMEL S.p.A. Administrative and professibearvices 536 481  0.63%
GTECH Holding Administrative and professional seeg 277 - 0.33%
Totale Other revenues 85,226 79,057
Lottomatica Sistemi S.p.A. Interest incomes onrfiriag 1,102 1,471 6.04%
Consorzio Lotterie Nazionali Interest incomes anttpooling 5,255 3,375 28.79%
Consorzio Giochi Sportivi Interest incomes on ficiag 38 39 0.21%
Lottomatica Videolot Rete S.p.A. Interest incomascash pooling 3,379 939 18.51%
Lottomatica Videolot Gestione S.p.A. Interest in@snon cash pooling - 12 -
LIS Finanziaria S.p.A. Interest incomes on casHipgo 126 10 0.69%
Lottomatica Scommesse S.r.l. Interest incomes sh paoling 4515 1,872 24.74%
Lottomatica International S.r.l. Interest incomesfimancing - 2 -
Lottomatica International Hungary Interest incornadinancing 310 - 1.70%
) o GTECH Holdings Unrealized foreign exchange gain 363 1 1.99%
Financial incomes GTECH Holdings Interest incomes on financing 3,165 33,380 17.34%
Tot. Financial incomes 18,253 41,101
Lottomatica lItalia Servizi S.p.A. Administrativadprofessional services 383 418 0.99%
Administrative, professional and back
Lottomatica Sistemi S.p.A. office services 21,657 21,462 56.146%
Lottomatica Scommesse S.r.l. Administrative andgwsional services 541 - 1.40%
PCC Giochi e Servizi S.p.A. Administrative and pssfional services - 344 -
SED Multitel S.r.l. Administrative and professiorsgrvices 1,004 - 2.60%
Totobit Informatica S.p.A. Administrative and prse$éonal services 5,647 4,600 14.64%
LIS Finanziaria S.p.A. Administrative and profesgibservices 1,021 1,007 2.65%
De Agostini S.p.A. Administrative and professiosatvices 648 600 1.68%
De Agostini Editore S.p.A. Administrative and pred®nal services 68 51 0.18%
De Agostini Periodici S.p.A. Professional services 101 - 0.26%
) ) GTECH Holdings Administrative and professional seg8 2,444 5325 6.34%
Raw material, services Consorzio Giochi Sportivi Contribution 61 - 0.16%
and other costs PCC Giochi e Servizi S.p.A. Raw material 4,9996,186 12.96%
Tot. Raw material, services and other costs 38,574 40,063
Lottomatica Italia Servizi S.p.A. Interest expexioa cash pooling 3.723 2,996 45.44%
Consorzio Lotterie Nazionali Interest expencesash pooling 708 173  8.64%
Lottomatica Videolot Rete S.p.A. Interest expermesash pooling 127 - 1.55%
Lottomatica Videolot Gestione S.p.A. Interest exg@non cash pooling 188 80 2.29%
PCC Giochi e Servizi S.p.A. Interest expences oarfting 202 76 247%
SED Multitel S.r.l. Interest expences on cash papli 2.041 69 24.91%
Totobit Informatica S.p.A. Interest expences orhgamoling 1.001 1,074 12.22%
LIS Finanziaria S.p.A. Interest expences on castimp 92 133 1.12%
Cirmatica Gaming S.A. Interest expences on financin 50 5,857 0.61%
) ) DeAgostini S.p.A. Interest expences on financing 62 - 0.76%
Financial expences Lottomatica Scommesse S.r.l. Interest expencesisim gooling - 5 -
Tot. Financial expences 8,194 10,463
RELATED PARTIES — Balance shest
Amount % on
€/000 Subsidiaries Nature of transaction 2008 2007 2008
Administrative and professional
Trade receivable and other ottomatica Italia Servizi S.p.A. services 2,218 2,714 3.34%
Administrative and professional
Lottomatica Sistemi S.p.A. services 2,075 291 2.19%

Consorzio Lotterie Nazionali
Consorzio Giochi Sportivi

Lottomatica Videolot Rete S.p.A.

Lottomatica Videolot Gestione S.p.A.

TTS S.r.l.
PCC Giochi e Servizi S.p.A.

Totobit Informatica S.p.A.

LIS Finanziaria S.p.A.
De Agostini S.p.A.

GTECH Holdings
CartalLIS IMEL S.p.A.

Toto Carovigno S.p.A.

Administrative, professional and back

office services 71,276 59,439 75.12%
Sport betting fees 4 208 -
Administrative and professional
services 2,733 1,613 2.88%
Administrative and professional
services 1,017 - 1.07%
Cost charge-back 3 - -
Administrative services 2 6 -
Administrative, professional and back
office services 851 645 0.90%
Guarantee fees and cash pooling
operations 229 62 0.24%
Intercompany VAT 1,046 4,484 1.10%
Administrative and professional
services 275 - 0.29%
Administrative and professional
services 545 265 0.57%
Administrative and professional
services 132 - 0.14%
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Administrative and professional

SED Multitel S.r.l. services 6,748 - 7.11%
Administrative and professional
Lottomatica Scommesse S.r.l. services 2,480 2,455 2.61%
Lottomatica International Hungary Advances 3 3 -
Lottomatica International S.r.l. Advances on paytaen 3,243 1 3.42%
Tot. Trade receivables and other 94,880 72,186
Lottomatica lItalia Servizi S.p.A. Other services 53 30 0.02%
Cash pooling and interest income on
Lottomatica Sistemi S.p.A. financing 19,956 17,704 8.71%
Interest incomes on financing and cash
Consorzio Lotterie Nazionali pooling 5,255 2,521 2.29%
Consorzio Giochi Sportivi Financing and interestdmes 318 821 0.14%
Lottomatica Videolot Rete S.p.A. Cash pooling ameériest incomes 94,444 27,690 41.22%
LIS Finanziaria S.p.A. Cash pooling and interesbines 1,023 8,523 0.45%
Lottomatica Scommesse S.r.l. Cash pooling andeasténcomes 104,278 50,660 45.51%
. . Lottomatica International Hungary Financing aneiast incomes - 702 -
Current financia assets  GTECH Holdings Intercompany garantees 3,803 1,140 1.66%
Tot. Current financial assets 229.112 109,791
Administrative and professional
Lottomatica Italia Servizi S.p.A. services 51 128 0.23%
Administrative, professional and
Lottomatica Sistemi S.p.A. back office services 8,114 6,613 36.91%
Administrative, professional and
Consorzio Lotterie Nazionali back office services 45 - 0.20%
Consorzio Giochi Sportivi Loss coverage 61 - 0.28%
Lottomatica Videolot Gestione S.p.A. Advances oynpents - 8 -
Lottomatica Videolot Rete S.p.A. PREU - 319 -
Administrative, professional and
SED Multitel S.r.I. back office services 943 - 4.29%
Raw material and administrative
PCC Giochi e Servizi S.p.A. services 1,177 1,179 5.35%
Administrative, professional and
Totobit Informatica S.p.A. back office services 2,876 2,202 13.08%
LIS Finanziaria S.p.A. Administrative services 527 449 2.40%
Lottomatica International S.r.l. Advances on paytaen 3 - 0.01%
Lottomatica Scommesse S.r.l. Advances on payments - 3 -
Administrative and professional
GTECH Holdings services 3,485 695 15.85%
DEA Factor Receivable assignment 415 53 1.89%
Trade and other payables pe Agostini S.p.A. Intercompany VAT 4,288 4,209 19.50%
Tot. Trade and other payable 21,985 15,858
Lottomatica lItalia Servizi S.p.A. Cash pooling antérest expences 116,370 95,877 36.77%
Consorzio Lotterie Nazionali Cash pooling andries¢ expences 129,346 15,101 40.87%
GTECH Holdings Cash pooling and interest expences 4 - -
LIS Finanziaria Cash pooling and interest expences 612 - 0.19%
Lottomatica Videolot Gestione S.p.A. Cash pooling &terest expences 3,412 3,456 1.08%
PCC Giochi e Servizi S.p.A. Cash pooling and irgeexpences 6,838 3,076 2.16%
SED Multitel S.r.l. Cash pooling and interest exgeEn 6,058 2,676 1.91%
Totobit Informatica S.p.A. Cash pooling and intéegpences 47,137 12,082 14.90%
Cirmatica Gaming S.A. Cash pooling and intereseexps - 11,663 -
Lottomatica International S.r.l. Cash pooling anibfest expences 6,671 6,341 2.11%

Short term bnorrowings | ottomatica Scommesse S.r..

5
316,448 150,277

Cash pooling andastexpences

Tot. Short term borrowings

All operations engaged in with the related partiesluding the intra-group operations, are execuwed

terms and conditions that are consistent with
organizational rendered services.

There are not any financial guarantees, grantececeived, for payables or receivables with related

parties.

At December 31, 2008 the Company did not registsr @lowance for doubtful accounts accrual on

amounts due from related parties.

thekat and refer to mutual administrative, finanaatl
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29.Guarantees

The nature of the Lottomatica business requiresstheance of various bank guarantees. The benédigia
of the bank guarantees are for the most part the18As well as the services and utilities compattias
use the Group’s network to collect revenues. Lo#tibca negotiates the terms and conditions of the
guarantee on behalf of the all Lottomatica Groumganies when it is necessary to serve a guaramiee t
third party. The costs related to the issuancehareever transferred to the subsidiary benefitinghef
guarantee.

The bank guarantees requested by Lottomatica d3eoémber 31. 2008 total approximately €383.1
million (€353.3 million at 12/31/2007). A signifishamount of the guarantees, €248.3, are stipulated
service companies, among which telephone operat@#\AMS.

30. Significant Judicial and Arbitration proceedings as of Decembe81, 2008

1. Lotto Game Concession: Lottomatica/AAMS Arbitiat — Stanley International Betting Limited
Appeal — Sisal Appeal

Pursuant to the arbitration clause set out in lart80 of the Lotto Concession, Lottomatica initchte
arbitration proceedings to ascertain the effeadiate of said Concession. Lottomatica asked thération
panel to ascertain and state that the effectivtirggadate of the Lotto concession is June 8, 1@@8&e in
which the Permanent Representation of Italy at Eneopean Union in Brussels was notified by the
European Commission that the infringement procedore91/0619 was closed) and that, as a result, the
final expiration date of the Lotto Concession ine8, 2016.

Lottomatica had reached said conclusion as a rekthiie ministerial decree dated November 8, 1998 t
envisaged the concession to be enforced only sutgjebe condition that the EU Commission deem the
concession not to be in violation of the provisiofishe Treaty of Rome.

The arbitration panel accepted Lottomatica’s regbgslodging its award on August 1, 2005, AAMS
challenged the arbitration award before the RomeriGaf Appeal pursuant to art. 828 of the Italiande

of civil procedure by serving a deed to defendingrsel on December 15, 2005, and to Lottomatica on
December 30, 2005. The first hearing was held onl 20, 2006, and was adjourned to January 28, 2010
to hear the conclusions.

On January 18, 2008, upon AAMS’s request to ardieipsaid hearing, the Court of Appeal has
anticipated the hearing date to January 15, 2009.

Lottomatica did not appear at the April 20, 200@rireg in order to avoid the curability of the esan
service.

Actually, the challenge was contested by Lottonaatlsecause it was served in term to the defending
counsel but late to Lottomatica. The decision waen by Lottomatica based upon the legal opinion
rendered by the counsel assisting the Company,hwéiliso highlighted that Lottomatica, in any case,
would still be in a position to file any objectioimsspite of its non appearance.

On January 15, 2009 Lottomatica appeared beforeCthet of Appeal and requested that the file be
suspended on the grounds that the same file isifmpindling before the TAR (Regional Administrative
Court) of Lazio. Lottomatica specified in its requéor suspension that it is of the opinion thatllgnge
brought forth is groundless.

The Court of Appeal set the hearing to July 2, 200&der to discuss the conclusions of the casssae.
On June 18, 2007, Stanley International Bettingitdth filed an appeal before the TAR of Lazio to
AAMS and Lottomatica asking for the cancellatiordfn disapplication of the Lotto Game concession
deeds because in violation of the rules regardiegadcit renewal of public contracts, as well as Alpril
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19, 2007 notice with which AAMS rejected the pliffg motion to jointly operate the Lotto Game dret
assumption that the concession is still effectimelfottomatica. The TAR of Lazio has not yet setate
for the hearing to discuss the case at issue.

The Counsels assisting the Company are of the apitihat the challenge initiated by Stanley is
groundless.

On July 13, 2007 Sisal filed with AAMS and Lottoneat an appeal under article 25 of Law no. 241 of
August 7, 1990, before the TAR of Lazio requestinat their right to access documents relating & th
awarding of the Lotto Concession, the subsequetensions and/or renewals, the AAMS - Lottomatica
arbitration award and the correspondence betweaW®And the European Commission be ascertained.

Sisal argued to have learned only in recent moothle arbitration award setting the expirationedfatr
the Lotto Concession to 2016 in favour of Lottoroatiand to have then filed with AAMS a formal
request for access aimed at obtaining copies oatthieementioned documents on May 11, 2007, AAMS
never responded to said request.

Lottomatica duly appeared at the October 10, 208arihg, during which Sisal stated that it was not
interested in pursuing the appeal anymore duedthanchallenge it was about to serve.

On October 12, 2007 Sisal served an appeal on AANSELottomatica before the TAR of Lazio for the
annulment of the provision indicated in the Julf2007 notice setting out that AAMS ignored the esju
made by plaintiff for the concession relating te thotto game operation, as well as of any prior,
consequent deed relating and/or connected to tireraéntioned AAMS notice and. in particular, of the
Ministerial Decree dated March 17, 1993 and anysegbent and related deed including the renewal of
the Lotto Concession in favour of Lottomatica. $&grhas intervened in the appeal in support oflSisa
Lottomatica has made an appearance in the cassu&t iTo date, no date has yet been set for thmfpea
for debate.

On November 19, 2007 the TAR of Lazio ordered AAM3odge the documents relating to the awarding
of the Lotto Concession within 60 days. SpecificalAMS must lodge the following: assignment deeds
and the renewal and/or extension of the concegsitime prosecuting Company, a copy of the arbirati
award of AAMS vs Lottomatica, and the deeds isdmwethe European Community regarding the matter
in issue.

Counsels are of the opinion that the challengedirbforth by Sisal is groundless.
2. Ticket One S.p.A. Litigation

On August 12, 2003, Ticket One S.p.A. (“Ticket Opathich operates in the services business sector
primarily in the ticketing services area, fileduit svith the TAR of Lazio (Regional Administrativ@ourt)
against Lottomatica and Lottomatica Italia Serizi obtain, among other things, an order requiring
Lottomatica to offer its network to third partie;mder the same conditions as those offered to a
Lottomatica subsidiary, Lottomatica Italia Sen&p.A. (“LIS”).

Before serving the appeal dated March 12, 200%keti©ne had asked Lottomatica for the right toitsse
network. Lottomatica rejected Ticket One’s request.

On December 3, 2003. Ticket One also commenced mmigceedings before the Civil Court of Rome,
substantially repeating the same claims made iadnanistrative proceedings before the TAR of Lazio

In addition, Ticket One requested €10 million inrdayes for alleged unfair competition and illega o

the network by Lottomatica and LIS, and an ordgoiaeing them from committing any further acts of
unfair competition and, alternatively, access tttammatica’s electronic network.
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Lottomatica and Lottomatica Italia Servizi respothde both lawsuits and. since Ticket One had filesl
same claims with two different courts, filed an eglpwith the Supreme Court sitting in joint session
requesting a preliminary proceeding to resolve igmie of jurisdiction and the suspension of the
proceedings.

At the hearing on June 24, 2004, the TAR of Lazicepted the request filed by Lottomatica and
Lottomatica ltalia Servizi S.p.A. and suspendedpiexeeding, arranging for the documents to be teent
the Supreme Court of Cassation. The Supreme Cagfagtd Lottomatica and LIS’s appeal to be
inadmissible on February 9, 2006.

As a result of the Supreme Court’s declarationk@i®©ne motioned to set the hearing.

According to the opinion of Lottomatica’s counstis request to set the hearing brought forth bkétic
One is insufficient and therefore it is not possitd proceed.

As for the procedure before the Court of Rome, @ieil Judge after reserving on the request of
suspension of the proceeding raised by LottomatrchLIS, by order dated July 28, 2004 rejectechd a
postponed the hearing to June 21, 2006. At thisitggavhere admitted witnesses were to be depdked,
Judge declared a suspension because of the mdrgettomatica into NewGames S.p.A. On June 23,
2006, Ticket One presented a petition to revokestispension decision. On October 27, 2006, thetCour
of Rome revoked the decision whereby the actiondeaok to a halt and postponed the hearing to Januar
26, 2007 for the examination of witnesses.

The testimonies of Elisabetta Cragnotti (formerL83io soccer team manager) and Fabrizio Conti (Mila
Indoor Tennis Championship organizer) were heardasmuary 26, 2007. At the July 5, 2007 hearing the
Judge, having taken note of Ticket One’s waiveddpose additional witnesses, upon the parties'agqu
adjourned the case to the December 18, 2008 hefarirggating his conclusions. As of the December 18
2008 hearing, the Judge has not completed his sinaf/the suit.

3. Instant and Traditional Lotteries

Lottomatica participated, as a representative teihgorary joint venture, in the call for tenderganised

by the AAMS for the management of the national Tradal and Instant Lotteries. In a letter datety/Ju
30, 2001, the AAMS informed Lottomatica that theder had been awarded to the aforesaid joint ventur
(comprised of Scientific Games, Arianna 2001 S.pRPligrafico Calcografica & Cartevalori S.p.A. sEi
Tecnost Sistemi S.p.A. and Servizi Base 2001 Sip.Addition to Lottomatica).

The award of the concession to the joint venture heen the subject of a number of challenges by the

other participants to the tender as summarisedibelo

a) appeal brought by Sisal: Sisal abandoned thisastitte April 10, 2002 hearing, therefore this actio
may be considered definitively concluded;

b) appeal filed by the Consirium consortium (comprisédutogrill, GTECH Corporation, Oberthur
Gaming Technologies S.a.S. and others). The appasldelisted on October 28, 2004, and has
been declared expired by the Council of State orcM80, 2007, since no motion for scheduling a
hearing has been filed within the required term.

c) appeal of the Esultalia Consortium (comprised adiSvienturini e C. S.p.A., Poste Italiane S.p.A.
and Ente ETI): Poste Italiane S.p.A. and ETI int@ed in an ad adiuvandum appeal filed by Snai
and Venturini with the purpose of contesting thexadhof the tender on July 30, 2001. At the May
14. 2003 hearing. Poste ltaliane S.p.A. and ETuested that the case be delisted. On July 21,
2003, Snai and Venturini notified all parties inved that they intended to forgo the appeal, making
the award unappealable, after which the concesagreement was signed by the Lottomatica
temporary joint venture. In December 2002, Snaintuieni, Poste Italiane and ETI asked the
AAMS to award the contract to them. In a letteredalanuary 21, 2003, the AAMS responded that
it could not award the contract to them prior te tlesolution of the dispute. This letter was then
challenged by Snai and Venturini on grounds thataatditional to the previously filed appeal and

67



LOTTOMATICA

2008 Annual Report

by Poste ltaliane S.p.A. and ETI in a separate ap@n July 17, 2003, Poste Italiane S.p.A. and
ETI filed a motion to schedule a hearing to resoheedispute having as object the January 21, 2003
deed under which the Administration refused to peacwith the awarding in favour of the Esultalia
Consortium. On July 25, 2003, Poste Italiane S.p#d ETI requested the AAMS to not make the
awarding until the administrative judge renderesid@cision.

In the opinion of Lottomatica, upon advice from ésunsel, the appeal by Poste Italiane S.p.A. ard E
cannot have any effect on the award to RTI Lottézaabf the operation of Instant and Traditional
Lotteries, which occurred following the abandonmafnihe main action by Snai and Venturini and issth
unappealable.

In point of fact, the appeal by Poste Italiane A.@nd ETI is against the AAMS letter of January 21
2003 to not proceed with the awarding and not agdhre awarding itself. Again in the opinion of the
counsels assisting Lottomatica, the invitation mdge Poste Italiane S.p.A. and ETI heads into a
completely different direction with respect to ttadfirmed in the appeal, i.e. to not further detag
awarding. As a result, the separate appeal by Rdiene S.p.A. and ETI can only end with the case
being dismissed.

Further, as already confirmed by Lottomatica colsndbee deadline has passed for Poste Italian@S.p.
and ETI to contest the awarding to the Lottomatemaporary joint venture, with the result that they
cannot continue with the lawsuit.

4. Summons to Formula Giochi Shareholders

On October 26, 2005, the companies Karissa Hol8ig, Cored International S.A., Mr. Massimo Maci
and shareholders of Formula Giochi S.p.A. in ligmion (operating in the gaming collection and
wagering market) served summons on LottomaticaSisal, on their own behalf and subrogation for the
Formula Giochi, to appear on January 30, 2006 betbe Court of Appeal of Rome. The plaintiffs
requested the assessment of the liability of Lod#oca and Sisal S.p.A. for engaging in the
anticompetitive conduct enjoined by the order af Authority of November 23, 2004, which conducg th
plaintiffs allege, was responsible for (i) theiahbility to sell their stake for €3.0 million and)(Formula
Giochi S.p.A.’s inability to enter the gaming anaégering market, which caused the business value of
Formula Giochi to decrease by €34.2 million. Theimgiffs also requested, on their own behalf and
subrogation for the Formula Giochi, that Lottomaténd Sisal S.p.A. be ordered, jointly and severail
pay directly to the plaintiffs damages totallingrF€3million in the aggregate.

On January 10, 2006 Lottomatica presented beferedhrt that apart from a number of prejudicialiéss
concerning,inter alia, plaintiff legitimacy, the documents of the prociegs initiated by the Italian
Competition and Market Supervisory Authority (th&uthority”) do not indicate that Lottomatica’'s
conduct was prejudicial and detrimental to Forn@iachi. Conversely, the documents in the trial doss
literally transposed in the Authority order to dakie case, and in particular, the statements mhadieg
the November 10, 2003 hearing by the managing tired Formula Giochi, show thatte dissolution of
the recently established third pblgerives from causes that are not related to Inadtiica.

Lottomatica duly appeared on January 10, 2006, ElarGiochi S.p.A. appeared through its receiver at
the January 30, 2006 hearing. At the February 66 2fearing the Appeal Court granted the parties 30
days to submit their remarks. By order of March 26 the Court of Appeal granted the parties 3&da
to file their briefs as well as to state and amthair claims, objections and conclusions alreaddenia
addition to 30 more days for their replies.

In a brief dated March 31, 2006. Karissa and othbyspresenting their motions consequent to the
occurred appearance of Formula Giochi S.p.A. haslen@vledged the entrance into a settlement
agreement between the same Formula Giochi and&sa#. to settle the lawsuit pending between them.
This agreement envisaged payment of €0.5 millioRaonula Giochi.

68



LOTTOMATICA

2008 Annual Report

In a brief duly filed by Lottomatica, Lottomaticaserted that Karissa Holding S.A.’s active legitisnao
longer existed following the appearance of Fornteilachi, as well as the non-admissibility of theiact
by Formula Giochi, to be added to the already-fdatad preliminary and merit objections.

It was noted how, in the merit, the €0.5 milliorttleenent between Sisal and Formula Giochi against
claims by the latter amounting to €34.0 million yd®d an idea of Formula Giochi’s claims, so mueh s
that it attributed the failure of the third poleSsal, who had a Director, in common with Form@iachi.
Such circumstances do not exist for Lottomaticagctvihad no relations with Sisal with regard to Folan
Giochi (as shown by the Authority order), nor witbrmula Giochi itself.

On November 29, 2006, the Court of Appeals, acogpthe request made by the opposing party,
designated Angelo Novellino as expert withess ofeotto estimate any damages. The hearing has been
postponed to February 19, 2007 for the swearingaedies formulation.

After hearing the expert witness’s testimony, ttoeu€ of Appeals admitted the following queries:

a) the profits which Formula Giochi would have earnkdt had had access to the gaming market
according to conservative criteria which took iatxzount the company’s size. its ability to penetrat
the market and its investment capacities;

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

c) if the response to point 2 was positive, whethavds possible to quantify the damages suffered by
Formula Giochi for having missed said opportunitgferring to valid economic parameters and
according to rational methods leading to statiifigdausible conclusions, and a prudent evaluation

The expert opinion presented on February 21. 20€8ded:

» ‘“the financial reports of Formula Giochi and its Issidiaries demonstrate that at the launch of the
strategic plan in March 2003 the group did not gexte revenues and was in a liquidity crisis which
resulted in serious financial tensions”, “the growyas in need of an immediate injection of over €4
million only to cover the losses incurred in 200@dawas therefore not able to independently
undertake an operation in the ex Coni gaming mérkehe expert witness further includes that based
on the economic information supplied by Lottomatiegarding the management of ex Coni games,
the Formula Giochi group would not have generatgdpofits if it had been granted free access to
the ex Coni gaming market;

* “the absence of Formula Giochi from the ex Coni gantender resulted from the group’s financial
difficulties, the lack of authorization of the dtgic plan and the lack of financial support frohe t
shareholders

The expert witness included that Lottomatica arghlSiid not cause any damage to Formula Giochi and
that it was the company's financial and economiffiadiities which prevented the company from
participating in the ex CONI games tender.

Due to the extremely favourable outcome of the gxpginion, Lottomatica and its legal represenggiv
retained that it was not necessary to deposit teagoning regarding the expert opinion.

At the June 9, 2008 hearing the Court of Appeatemed any observations regarding some objections
presented by Formula Giochi pertaining to the expdéness testimony. The Court of Appeals claimed
that the objections should be however includednduthe decision-making process. The closing hearing
has been set to October 4, 2010.

5. Appeal Concerning Network Tender

On October 27, 2005, the joint venture composedlbacom-Fastweb served an appeal on Lottomatica
before the TAR of Lazio challenging the tender psxrelating to, and seeking the annulment, after
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suspension of a contract for data transmissionicesvon the private Lotto network operated by
Lottomatica in favour of Telecom ltalia; and receelsthat Lottomatica be sentenced to pay damages.

Lottomatica filed an appearance requesting thatlkiens made by plaintiff be rejected.

At the hearing of November 23, 2005, the JV Albademstweb withdrew its suspension request. The
hearing was scheduled for October 11, 2006, atlwbhattomatica filed a motion to suspend the hearing
due to the merger of Lottomatica into NewGamesAS.phe appeal was sent for a decision specifically
highlighting the cause of the suspension, on wiiehTAR of Lazio reserved to decide. On October 11,
2006 the TAR of Lazio decided to interrupt afteking note of the merger of Lottomatica into NewGame
S.p.A

On January 9, 2007 the JV Albacom — Fastweb ndtifessumption of the proceeding. According to the
legal counsel of Lottomatica, the resumption ofdppeal was notified late. Furthermore, on Noverdher
2008 Fastweb notified its withdrawal from the appea

6. Appeals Concerning the AAMS Tender for the Awarg of Sporting Rights

On February 26, 2007, Aycons, Societa ConsortlRegponsabilita Limitata (“Aycons”), served a notice
of appeal to the TAR of Lazio challenging the Dect# December 21, 2006 published in the Official
Journal of the Italian Republic (G.U.R.1.) no. 3@ddinary supplement no. 248 on December 28, 2006,
which finally awarded the point of sale rights &porting games as well as the activation of thénenl
sporting game network.

Lottomatica, on behalf of a company to be incorfatawas awarded the following: the concessiomef t
gaming rights according to article 38, section & drof the Legislative Decree no. 223/06, the sglats
according to article 38, section 2 of the LegisiatDecree no. 223/06 which was then converted W La
no. 248 of August 4, 2006 and the rights to actithe online sporting game network.

On April 16, 2007, through a filing reporting addital reasons, Aycons served a notice to Lottoraatic
requesting the suspension of (i) the notice of &aty 23, 2007 (registry number
2007/6087/Uff.10°/Conc) with which AAMS communicdtéo Lottomatica Scommesse S.r.l. the final
award of the concession and (ii) the “agreementttier concession of the public games as awarded to
Lottomatica Scommesse S.r.l.”

Aycons claims that Lottomatica, as sole stockholofethe company to be established. in violation of
article 4.2 of the Tender, still held 35% of thegétech share capital on the expiry date for the
presentation of the tender participation applicatioctober 20. 2006) through its subsidiary GTECH.

On March 16, 2007 Lottomatica appeared before tmartcdenying Aycons’s claim and submitted
documents demonstrating that GTECH (100% owned dtfolnatica), further to Authorisation from
AAMS, had sold its share of Cogetech on October20®6 and therefore before the said deadline of
October 20, 2006. As a result, when Lottomaticagméed its application to participate in the tenthesre
was no connection with and/or control of Cogetegh dttomatica.

As of yet, Aycons has not requested to set a rhedting and it can therefore be deduced that tiatjff
will not continue the case.

The tender at issue was also challenged beford Afie of Sicily by Jackbet S.r.l., King Bet S.r.l.cn

Agenzia Ippica dello Stretto s.n.c. With regarcaed appeal. Lottomatica proposed to have a predingi
decision issued by the Council of State.
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By judgement of July 10, 2007, the Council of Statecepting the reasons proposed by Lottomatica,
declared the TAR of Lazio to have jurisdiction. éfsyet, a discussion hearing of the appeal haveen
set.

7. SUPERENALOTTO Tender

On October 24, 2007, Stanley International Betlimgited served an appeal on AAMS, Lottomatica,
Sisal and Snai before the TAR of Lazio asking fa annulment, further to suspension, of the deéds o
the tender launched by AAMS on June 29, 2007 fantng the exclusive concession for operating
Superenalotto. Stanley believes that the tendesisdare in conflict with European Community rulesl an
principles with regards to freedom of establishrmaamd service provision.

A similar appeal, which however has not been seoretottomatica but to AAMS and Sisal, was filed by
Index Group. On November 21, 2007, the TAR of Ladéelared the appeal brought forth by Stanley to
be inadmissible and rejected it based on merinl&yacontested the TAR of Lazio’s ruling before the
Council of State, presenting again the same argtsres presented before the TAR and requested the
suspension of the tender deeds.

During this time, the bidders (Sisal, Lottomatical &nai) were summoned by AAMS for the conclusion
of the tender awarding procedure.

On January 26, 2008, upon the completion of openintpe envelopes containing the economic offers,
the tender was awarded to Sisal S.p.A. On Febrlhr2008 Stanley appealed the awarding procedure.

On July 8, 2008 the Council of State denied theeapjgzsued by Stanley and claimed the reasonsbt f
by said appeal to be inadmissible.

The award of the tender was also challenged by Bhaiclaimed of errors in the valuations carried ou
by the Tender Award Commission.

On June 6, 2008 Lottomatica filed an appeal withTR of Lazio challenging the April 2, 2008 AAMS
communication (protocol no. 2008/12798/giochi/Emayvhich Lottomatica was notified of the definitive
awarding of the tender to Sisal. With said appkattomatica challenged the offer presented by Sisal
Stanley included its statement in the appeal brbfagth by Lottomatica. Snai has filled its own aeqte
appeal.

At the October 8, 2008 hearing, the TAR of Lazistponed the negotiation for the preliminary motion
brought forth by Lottomatica to October 22, 2008der to obtain all necessary deeds relating ¢o th
awarding procedure (the discussion of the saménprelry motion brought forth by Snai was set foe th
same date).

The award of the tender to Sisal was also chalkkrmyeSnai on the grounds of erroneous evaluations
carried out by the Commission. The TAR of Laziaua$ a court order on June 4, 2008 requesting the
tender documentation from AAMS. The hearing waggm®ed to October 22, 2008.

On October 22, 2008 the TAR of Lazio issued a corder granting Lottomatica and Snai the opporyunit
to examine all tender deeds.

The January 14, 2009 hearing set to discuss thi¢ wees postponed to May 27, 2009 upon the request b
both parties.

71



LOTTOMATICA

2008 Annual Report

31. Financial risk management objectives and polies

Our principal financial instruments are comprisdddebt and cash and cash equivalents. The main
purpose of these financial instruments is to furedapital needs of the operations. We have vadther
financial assets and liabilities, such as tradeivables and trade payables, which arise directynf
operations.

The primary risk inherent in our financial instrum is the market risk arising from adverse chariges
interest rate. The Company does not present signififoreign currency transactions in its operating
activities, consequently changes in foreign curyeexchange rate risk would not result in significan
effect in net income and net equity.

Credit risk

Lottomatica primary credit risk is derived from ocash and trade accounts receivable balances. We
maintain cash deposits and trade with only recaghizreditworthy third parties. We evaluate the
collectibility of trade accounts and sales-typeséegeceivables on a customer-by-customer basisvend
believe our reserves are adequate. A majority ofragle accounts receivable are from governmetdriot
entities from which we have historically experietiéasignificant write-offs. Trade accounts receieab
which generally have 30 day terms, are reportecdbhatlowances for doubtful accounts and liquidated
damages. Allowances for doubtful accounts are gdlgarecorded when there is objective evidence we
will not be able to collect the receivable. Badtdedre written off when identified.

With respect to credit risk arising from the otfieancial assets which comprise cash, availablesébe
financial assets, and certain derivative instrusieotir exposure to credit risk arises from defatilthe
counterparty, with a maximum exposure equal toctreying amount of these instruments. The Company
manage the exposure to counterparty credit riskebtering into financial instruments with major,
financially sound counterparties with high-gradedit ratings, and by limiting exposure to any one
counterparty.

Past due financial assets
The following is an analysis of the past due finahassets which are comprised entirely of trade an
other receivables and net of related allowancedobtful accounts:

December 31, 2008 December 31, 2007
(migliaia di euro) € % € %
Current 9.864 99,5% 10.534 95,3%
Past due:
1-30 days 43 0,4% 47 0,4%
31-60 days 4 0,0% 50 0,5%
61-90 days 0 0,0% 25 0,2%
More than 90 days 0 0,0% 401 3,6%
47 0,5% 523 4,7%
Total trade receivables 9.911 100,0% 11.057 100,0%

Changes in the Allowance for doubtful accountsthesfollowing (thousand of euro):

December 31

2008 2007
Balance at the beginning of t
year 1.670 5.522
Provisions 1.184 -
Utilization (1.100) (3.172)
Provision release (680)
Balance at the end of the y 1.75¢ 1.67(
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Other receivables that were over due at Decemhe2®IB but were not written down are as follows:

December 31, 2008 December 31, 2007
(thousand of euro) € % € %
Current 0 0,0% 531 44, 7%
Past due:
1-30 days 0 0,0% 0 0,0%
31-60 days 0 0,0% 0 0,0%
61-90 days 0 0,0% 0 0,0%
More than 90 days 827 100,0% 657 55,3%
827 100,0% 657 55,3%
Total Other receivables 827 100,0% 1.188 100,0%

Changes in the Other Receivable Allowance for doilibccounts are the following:

December 31

(thousand of euro) 2008 2007
Balance at the beginning of the year 2.243 2.334
Provisions 86
Utilization (177)
Balance at the end of the y 2.24: 2.24:
Liquidity risk

The Company’s primary liquidity risk is derived finoour long term debt and on-going working capital
needs. The Company’s objective in managing this igsto maintain a balance between continuity of
funding and flexibility through the use cash getenlaby operating activities, bank overdrafts, andko
loans. We believe our ability to generate excesh ¢@m operations to reinvest in our busineses af

our fundamental financial strengths and combinetth wur committed borrowing capacity we expect to
meet our financial obligations and operating needshe foreseeable future. We expect to use cash
generated primarily from operating activities toaneontractual obligations and to pay dividends.

We expect our growth to be financed through a caatinn of cash generated from operating activities,
existing sources of committed liquidity, accesscapital markets, and other sources of capital. Our
corporate debt ratings of Baa3 from Moody’s and BBBm Standard and Poor’s contribute to our abilit
to access capital markets at attractive pricegetbee, we do not believe the Group is exposed to a
significant concentration of liquidity risk.

Lottomatica’s Liquidity Policy considers the maturity of both its financial inweents and assets and

projected cash flows from operations. The objecivego maintain a balance between continuity of
funding and flexibility. This policy measures thesk dimensions” according to the following metrics

expiration (never more than 18 months), minimunditreatings (P-2/A-2/F-2, A3/A-/A-), and country

(Euro Area, Switzerland, UK, USA). Authorized instrents are specifically outlined in the policy.

In 2006, Lottomatica had interest rate exposurairg to planned financing activities in connectigith

the GTECH acquisition. Various technigues were usethitigate the risks associated with changes in
interest rates including interest rasevap optionagreements. The Company’'s financial management
strategy includes a mix of fixed and variable @bt instruments.

The following tables set out the contractual maiesiof the Company'’s financial liabilities:
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Year ended Dicembrer, 31 2008

Within 1-2 3-4 More than
(thousands of euro) 1 year years years years 4 years Total
Fixed rate
Capital securities 46.491 - - - 750.000 796.491
Floating rate
Term Loan FacilityLottomatica 601 - 132.000 132.000 96.000 360.601
Revolving Credit Facilityl ottomatica 95 - - 50.000 - 50.095
Year ended Dicembrer, 31 2007

Within 1-2 3-4 More than
(thousands of euro) 1 year years years years 4 years Total
Fixed rate
Capital Securities 46.618 - - - 750.000 796.618
4.80% Bond 360.473 - - - - 360.473
Market risk

Interest rate market risk

Our exposure to changes in market interest ratesticonsidered relevant due to the exposure qust t
fixed interest rates financial liabilities (Capitdecurities and 4.80% Bonds). Consequently, chaimges
market interest rate would not result in significaffect in net income and net equity.

Foreign currency exchange rate risk

The Company does not present significant foreigreticy transactions from its operating activities.
Consequently, changes in foreign currency exchaage would not result in significant effect in net
income and net equity.

Capital management

The primary goal of the Company’s capital managdnsénategy is to ensure strong credit ratings and
healthy financial ratios in order to support itsimess while maximizing corporate value and redyitie
Company'’s financial risks. We consider all equitgalebt to be managed capital of the Group.

The Company manages its capital structure and nmedjestments based on long term strategy decisions
in light of changes in economic conditions. Additidly, the Company seeks to preserve an optimal
weighted average cost of capital and maintain aefit financial flexibility to pursue growth
opportunities. There were no changes in the objestiPolicies, or processes during the years ended
December 31, 2008 and 2007.

32. Events following the closing of the FY2008 peni

In the first months of 2009, Lottomatica and Dogirketler Grubu Holding A.S. (of the Dogan Group),
one of the largest conglomerates in Turkey andleh€eling position in media and energy distribution
together with activities in industry, trade, fingalcservices and tourism, signed an agreement lesjtaiy

a joint venture for jointly participating in the fikish National Lottery, (“Milli Piyango”), tender.

On February 16, 2009 Lottomatica and Dogan subdhitteir application for the tender to the Turkish
Authorities. The tender will grant a 10-year licenss sole concessionaire to operate all lottenes i
Turkey.

EXECUTIVE M ANAGEMENT BENEFITS

€ 2008 2007
Short-term benefits 4,468,305 3,938,353
Retirement benefits and post-employment assistance 140,859 102,373

Staff Severance Fund benefits - -
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Outstandings Stock options at
the end of the period
. . - (31/12/2008) (s.o. vested
Outstand!ngs .StOCk options at the beg"?”'”g of N° stock options Rights cancelled Executions during the plans 2003 - 2005; 2004 - .
the period (january 2008) (granted without - i X X . Number stock options
. R . X granted during the | (january-Dicember period (january- 2005 and 2005 - 2010; X
rights cancelled and without executions in the . X exercitable
Stock option plans revious years) period 2008) Dicember 2008) granted 2007 - 2015 and 2008
31 12 2008 P Y 2016) without rights cancelled
and without executions during
the period
. ) New strike
Number stock Strike price price (applied Number Strike Number stock Number . . Number stock . . Number stock . .
. as the K stock . X stock Strike price . Strike price . Strike price
options . from june ) price options . options options
regulations 2006) (°) options options
Stock Option 2003 - 2005
Managers Plan 156.400 14,630 11,3281 - - - 156.400 11,3281 - 11,3281 - 11,3281
Stock Option 2004 - 2005
Managers Plan 76.000 18,338 15,0361 - - - 76.000 15,0361 - 15,0361 - 15,0361
Stock Option 2005 - 2010
Managing Director Plan 95.336 26,470 23,1681 - - - - - 95.336 23,1681 95.336 23,1681
Stock Option 2005 - 2010
Managers Plan 224.540 26,470 23,1681 - - 21.420 - - 203.120 23,1681 203.120 23,1681
Stock Option 2007 - 2015
Managing Director Plan 160.000 30,400 - - - - - - 160.000 30,40 - -
Stock Option 2007 - 2015
Managers Plan 405.600 30,400 - - - 12.400 - - 393.200 30,40 - -
Stock Option 2008 - 2016
Managers Plan - - - 748.365 | 20,29 - - - 748.365 20,29 - -
Stock Option 2008 - 2016
Director Managers Plan - - - 237.958 | 20,29 - - - 237.958 20,29 - -
Total 1.117.876 24,6178 986.323 33.820 232.400 1.837.979 23,8003 298.456 23,1681
Weighted Weighted Weighted
average average
average h N
- . exercise exercise
exercise price N i
price price
(9 Resolution of Board of Directors (date 27/04/20 06) and after capital stock increased established by Board of Directors (date 18/05/2006)
Footnotes: 2003 - 2005; 2004 - 2005 Plans
- Executions in the period include stock options vested in 2004, exercisable from 01/01/2007 to 15/12/2007 and s.options vested in 2005 exercisable in advance. (based
on agreement with managers who have resigned)
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Chart 1 — Exhibit 3C - Issuing Regulations- Remuneration of the members of the Board of
Directors and the Board of Statutory Auditors of Lattomatica S.p.A.

Remuneration of the member of the Board of Directors and the Board of Statutory Auditors of Lottomatica
S.p.A.
Name Period Non
and in the monetary
Surname Position position Duratio Emolumeniys benefits nudo Other
Chairman 4/12/06-12/31/08 |  12/31/2010 50.¢00
General Manager - CED
Lorenzo Executive Committee § 1006 19131008 | 12/31/201p 42.500
Pellicioli Chairman
Vice Chairman 8/29/06-12/31/08|  12/31/2010 50.¢00
Robert Dewey |REMuneration Commey ;550 1513108 42.50p
Member
Managing Director | 15106 19131008 | 12/31/201p 50.000
and General Manage
Executive Commetteer . /08 12/31/08 | 12/31/201p 50.000  36.09] 727.22( 1.084.64
Marco Sala Member
Board Member 4/12/05-12/31/08|  12/31/201L0 50.000
Pietro Boroli | CXecutive commettee )\ 00 1or31/08 | 12/31/201p 36.2%0
Member
Board Member 5/1304-12/31/08 12/31/20).0 50.000
Paolo Ceretti | EXecutive Commetteer . 50 1513108 | 12/31/201p 40.00
Member
Board Member 9/24/02-12/31/08|  12/31/201L0 50.000
Marco Drago | EX€cutive commetteer 500 1013108 | 12/31/201p 27.500
Member
Board Member 4/15/08-12/31/08|  12/31/20L0 50.000
Jeremy Hanley | AuditCommettee - |1 00 15131108 24.96f
Member
Board Member 8/29/06-12/31/08|  12/31/20L0 50.000
James McCann | Remuneration Commetq 1505 1513108 42.50p
Member
Jaymin Board Member 12/11/07-12/31/08 | 12/31/2010 50.000
Executive Commettee
Patel Member 4/15/08-12/31/08 | 12/31/2010 42.500 7.484 406.72( 509.71
Board Member 8/29/06-12/31/08|  12/31/20L0 50.000
Anthony Ruys | AuditCommettee - | 000 1013108 | 12/31/201p 32.215
Member
Board Member 3/14/03-12/31/08|  12/31/20L0 50.000
Audit Commettee - |1 g0 15131 /08 56.67B
Member
Severino Salveminji  Vigilance Committed 5/6/08-12/81/0 25.000
Bruce
Board Member 8/29/06-12/31/08|  12/31/201L0 72.%00
Turner
Board Member 8/29/06-12/31/08|  12/31/20L0 50.000
Giammario Tondaf Remuneration Commet 4/12/08-12/31/08 47.50b
Da Ruos Member
Rosario Board Member 4/12/06-4/15/08 | 15/4/2008 14.460
Bifulco
sergio Board of Statutory | 108 10731708 | 12/31/201p 62.420
Duca Auditors - Chairman
Andrea Board of Statutory
Colombo Auditors - Chairman | 16/12/05 - 04/15/08|  04/15/2008 39.1p7
Board of Statutory
Fancesco Martinelli  Auditors - Regular 12/16/05-12/31/08 12/31/201p 97.687
Member
Board of Statutory
Angelo Gaviani Auditors - Regular 12/16/05-12/31/08 12/31/201p 75.000
Member
Vigilance Committee 5/6/08-12/31/08 10.0p0
1.481.439 43581 1.133.940 1.594.366
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Pursuant to Article 2427, c,1 n,15 of the ltaliavilcode, the average number of employees totalg¥
(731,3 at December 31, 2007), subdivided into tlewing categories:

Work Force

for FY2008 N
Executives 51,4
Junior Management 107,8
Office Staff 637,7
Manual Workers -
Total 797,3

RECEIPTS AND PAYMENTS (Presidential Decree n. 560 foSeptember 16, 1996)

The administration of receipts and payments ofd.aitcounts solely related to Lottomatica for €113.7
million (€69.2 million at 12/31/2007) under the paw granted by Presidential Decree n. 560 are gedvi
below:

RECEIVABLES
Total receivables for the management credit fronmtgoof sale for the sums to be paid, net fees and
expenses, were €50.7 million (€2.3 million at 122807).

CASH AND CASH EQUIVALENTS

Cash and cash equivalents were €63.0 million E6#llion at 12/31/2007) and reflect the administer

receipts held in bank and postal accounts as oémDber 31. 2008:

* €50.9 million (€47.7 million at 12/31/2007) in aesffic current account held with Banca Intesa
S.p.A.; and

e €12.1 million (€19.3 million at 12/31/2007) in aegjific postal account.

PAYABLES

Totaled € 113.7 million (€69.2 million at 12/31/2Q@onsisting of:

o €72.7 million (€32.8 million at 12/31/2007) in pitsfdue to the AAMS at December 31, 2008;

+ €18.5 million (€16.1 million at 12/31/2007) duethe Ministry of Finance’s pension fund,;

* €0.4 million (€0.5 million at 12/31/2007) due teetAWAMS for the total interest income accrued on
the specific bank account used for the administnadif receipts and payments. net of tax charges and
related expenses;

* €9.3 million (€6.6 million at 12/31/2007) for thegmium on the last three drawings made over the
period under consideration to be paid to the lieepnand

+ €12.8 million (€13.3 million at 12/31/2007) for wimgs not paid as of December 31, 2008.
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DE AGOSTINI SP.A. FINANCIAL STATEMENTS

A summary report of De Agostini S.p.A.’s most reicBnancial statement, certified according to Hali
accounting principles, is presented below. The Ra®mpany De Agostini S.p.A., pursuant to Article
2497bis of the Italian civil code, carries out the actvitf direction and control. The financial statensgent
are prepared according to IAS/IFRS internationatoaating principles and approved by the
Shareholders’ Meeting.

DE AGOSTINI S.p.A. - December 31, 2007
(thousands of euro)

BALANCE SHEET

ASSET:
A) Due from shareholders for unpaid capital -
B) Fixed Assets 2,861,614
C) Current Assets 649,082
D) Accrued income and prepaid expenses 35,503
Total Assets 3,546,199
LIABILITY:
A) Shareholders' Equity
-) Issued Capital 42,000
-) Reserves 3,122,439
-) Profit (Loss) for the period 100,345
B) Provisions for risk and charges 29,234
C) Staff Several Fund (TFR) 1,719
D) Payables 250,411
E) Accrued expenses and deferred incomes 51
Total Liabilities 3,546,199
INCOME STATEMENT
A) Value of Production 2,745
B) Production costs 26,651
C) Financial incomes and charges 136,440
D) Value adjustments to financial assets (9,900)
E) Extraordinary incomes and charges 7,975
Income Tax for the period 10,264
Profit (Loss) for the period 100,345
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List of Lottomatica S.p.A. subsidiaries

Name Share Ownership
Jurisdiction | Capital** % Azionista
Consorzio Lotterie Nazionali Italy 1600 63 Lottomatica
Lottomatica lItalia Servizi S.p.A. Italy 2,582 100 Lottomatica
Lottomatica Scommesse S.r.l. Italy P0,p 100 Lottomatica
Lottomatica Videolot Rete S.p.A. Italy 3,226 100 Lottomatica
SED Multitel S.r.l. (1) Italy 800 100 Lottomatica
Lottomatica Videolot Gestione
S.p.A. Italy 12D 100 Lottomatica
Lottomatica Sistemi S.p.A. Italy 5516 100 Lottomatica
Lottomatica International S.r.l. Italy 100 100 Lottomatica
Totobit Informatica Software e
Sistemi S.p.A. Italy 3,043 100 Lottomatica Italia Servizi S.p.A.
CartalLlS Imel S.p.A. Italy 10,000 85 Lottomatica Italia Servizi S.p.A.
Toto Carovigno S.p.A. (2) Italy ®0 100 Lottomatica Scommesse S.r.l.
Lottomatica Bingo S.r.l. (3) Italy 50 100 Lottomatica Scommesse S.r.l.
L.S. Alpha S.r.l. (4) Italy 118,000 95 Lottomatica Scommesse S.r.l.
Royal Gold S.r.l. (5) Italy 99,000 100 Lottomatica Videolot Rete S.p.A.
PCC Giochi e Servizi S.p.A. Italy 21000 100 Lottomatica Sistemi S.p.A.
LIS Finanziaria S.p.A. Italy 1,000 100 Totobit Informatica S.p.A.
TTS S.r.l. Italy 100 100 Totobit Informatica S.p.A.
Consorzio Lottomatica Giochi Lottomatica (85%);
Sportivi Italy 100 90 Totobit Informatica S.p.A. (5%)
Lottomatica International Hungary Lottomatica International S.r.l.
Korlatolt Felebsség Tarsasag Hungary 1,000 100 (80.49%); Lottomatica (19.51%)
Edrin Ltd. (6) UK 19 100 Lottomatica Scommesse S.r.l.
Invest Games S.A. Lux 31,000 100 Lottomatica.
Lottomatica (77.8712%);
GTECH Holdings Corporation Delaware, U$A,133,545,651 100 Invest Games S.A. (22.1288%)

** All Share Capital amounts are stated in localrency amounts and in thousands.
(1) On June 9, 2008, SED Multitel S.p.A. became 3Hilitel S.r.I. Subsequently, Lottomatica acquifEatobit
S.p.A's interest participation (80%) and becameestiie shareholder with 100% interest participation

(2) On August 29, 2008 Lottomatica Scommesse &gduired 100% Toto Carovigno S.p.A.'s interestigigation
(3) On July 7, 2008, Lottomatica Scommesse Srehted the new company Lottomatica Bingo S.r.l..

(4) On December 5, 2008, Lottomatica Scommesske &quired 95% L.S. Alpha S.r.l.'s interest pdptdion.

(5) On December 5, 2008, Lottomatica Videolot R A. acquired 100% Royal Gold S.r.l.'s interestipipation
(6) On November 3, 2008, Lottomatica Scommesse &eated the new company Edrin Limited.
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LOTTOMATICA S.p.A.
Registered Office in Rome, Viale del Campo Boaridy6/d
Share Capital: €152,286,837.00

REPORT OF THE BOARD OF AUDITORS
to the Shareholders’ Meeting of Lottomatica S.p.A.

To the Shareholders,

Pursuant to Articles 2429 and 2403 of the ItaliawilCode, and Article 153 (1) of Legislative Deerao.

58 of February 24, 1998, we inform you that dutiing year ended December 31, 2008, we performed our
oversight activities in accordance with the pravms of the lItalian Civil Code, with Articles 148 dan
subsequent articles of the aforementioned Legiglallecree, and with the instructions issued by the
Companies and Stock Exchange Commission (CONSQ@R)g into account, moreover, the rules of

conduct recommended by the National Council of Actants and Bookkeepers.

Considering the above, we present our report ors@# activities required by law and performedtiig
Board during the year ended December 31, 2008. \Wddnike to specify that the previous Board of
Auditors carried out the oversight activities ujpril 15, 2008 and that two members of the presiou

Board are part of the present Board of Auditors.

Specifically,

» We attended all meetings of the Board of Directwtglling 9 in number, and of the Executive
Board, totalling 4 in number, during which we wénéormed of the Company’s activities and

notified of all major operations or transactiongiea out by the Company and its subsidiaries;

* We held 7 periodical meetings during which inforimatwas mutually exchanged with the
independent auditors and with the Directors, and aseertained that no imprudent or risky
operations or transactions were undertaken, norttzatymight create conflicts of interest or run
counter to the resolutions of the shareholders’'timgeand thereby jeopardise the Company’s

capital soundness;

* We continued to monitor the Company’s organisafiosiaucture and the administrative-

accounting system, finding both to be adequatéhiir respective purposes;
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We received the information form the Internal Cohttommittee on its current activity, on its

controlling schedule and on its plans for implenmenthe internal control system;
We reviewed the Internal Control Committee annepbirt;

We acquired information from the Remuneration Cottewi and with thd.ead Independent

Director regarding their activities;

We obtained from the Board of Directors, within tirae prescribed by the law, the draft of the

2008 financial statements, the consolidated balaheet and the Directors’ report;

We ascertained that the annual report and consetidénancial statements were prepared
pursuant to the laws in vigour regarding the adwoptf IAS-IFRS principles. The consolidation

criteria and the consolidation are described imitlgt the notes to the financial statements;

We examined the documents pertaining to the intoayqg financial and industrial transactions and
supporting operations, which are reasonably consitd® be in compliance with the principals of
sound management, compatible with the Company Wg-land consistent with the applicable

legislation;

We verified that the Directors, in compliance witle instructions issued by CONSOB, drew their
attention to all operations or transactions corgllietith companies belonging to the Group and
related parties. On our part, we verified, with @gsistance of the Company’s administrative
officers, the observance of all procedures desigoezhsure that such operations or transactions

were conducted under the appropriate conditionsratite Company’s interests;

We ascertained that no atypical or unusual traisest as defined in the CONSOB note no.
1025564 dated April 6, 2001 and No. DEM/6064293edaluly 28, 2006, took place wither
among the group, with related parties or with tigadties, finding proof thereof in the information
provided by the Board of Directors, by independamditors and by persons responsible for the

internal control;

We ascertained that the Company complied with giedéscipline code of the Committee for
Corporate Governance of Listed Companies. We mia@dtthe manner in which the corporate
governance rules, set out in the self-disciplingegcavere implemented. We have no observations

to make with regards to the self-discipline codglamentation. We also inform you that the
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assessment criteria and procedures adopted by therdBof Directors to evaluate the

independence of its members were correctly applied;

* We ascertained that the Company continued to ugtaterganisational management and control
model as per Legislative Decree 231/01, taking iatoount the guidelines issued by trade
associations as well as relevant legislative dgraémts, also applying this model to subsidiary

companies and consortia belonging to the Group.

» Through our continuous contact with the independeuiitors as well as due to our own periodic
controls, we ascertained that the relevant non{ian subsidiaries as defined by Title VI,
section Il of the CONSOB regulation adopted with thsolution no. 11971 in 1999:

o Have an administrative-accounting system that ig &b regularly send the necessary
economic and financial information for the preparatof the consolidated financial
statements to the Company and to the independditbes)

0 Regularly provide the necessary information to yaout the controlling activities

regarding the annual and quarterly reviews to tidependent auditors.

We further declare that:

* We have not received any report of offences ag\piezle 2408 of the Italian Civil Code;
* No exposures have been presented;
* We did not issue any legal opinions as definecheylaw during the year;

 The Company Reconta Ernst & Young, or parties liht@ it under continuous agreement, was
appointed not only to audit the financial stateradot the year, including the signing of the tax
returns, but also to perform the following:
o Complete review of the Scientific Games Corp. ahnweport pursuant to SEC
requirements - €145,000.00
0 Restricted review of quarterly situation (SAS 10&views) in order to ensure the
compliance of the Scientific Games Corp. annualorego SEC requirements -
€48,000.00
0 Accounting review of the Company Equity as of Aug?8, 2008 aimed at the Purchase
Price Allocation operation - €70,000.00
0 Technical accounting opinion - €15,000.00
o Statutory FS and reporting package as of 12/31/2@28500.00
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o0 Review stand-alone statements of subsidiariesanddnsulting services - €537,855.00
0 Accounting Consultancy - €308,979.00
o Eurobond offering procedures - €152,791.00

Within the scope of our authority we verified that:
 The Company complied with the provisions of the lamd by-laws and with the principles of

sound management;

+ The Company’s organisational structure, internaiticd system and administrative-accounting

systems are satisfactory insofar as their effeaijperation is concerned,;

» The provisions of the laws in force including Ldgisve Decree No. 87 of January 26, 1992 and
the subsequent CONSOB recommendations, the preparanhd structure of the financial
statements and the Director’s report were carrigdappropriately and included the performance

of direct checks and information obtained fromitidependent auditors;

* The instructions given by the Company to its subsiels were appropriate in compliance with
Article 114, point 2 of Legislative Decree 58/1998;

» The report submitted by the independent auditogarding the financial statements the year
ended December 31, 2008 communicates that no rpsite facts emerged in the course of the
auditing process of the financial statements amdwaus, thereby declaring that such statements
comply with the applicable regulations and theidralcivil code and hence with the accounts as

well as national, international and group accounsitandards and principles;

The Board of Auditors would like to report that thedependent Auditors have issued a favourable
opinion in terms of the coherence of the Lottonaati.p.A. financial statements for the year ended
December 31, 2008 as required by Article 156, sactibis, letter d) of Legislative Decree no. 5889

In the opinion of this Board there are no proposalsubmit to the Shareholders’ Meeting pursuant to
Article 153 (2) of Legislative Decree no. 58/1998.

In view of the above, we therefore recommend ther@ml of the financial statements for the yeareshd

December 31, 2008 presented by the Board of Diredtmgether with this report and the proposal to

distribute dividends.
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Pursuant to Article 144-quinquiesdecies of the lstegchange regulations for listed companies, the
present report includes the list of administratared auditing roles carried out by the members ef th
Board of Auditors at companies as defined by BopHMe V, Chapters V, VI and VII of the Italianai
code as of March 5, 2008.

Rome, March 20, 2009

THE BOARD OF AUDITORS
Mr. Sergio Duca

Mr. Angelo Gaviani

Mr. Francesco Martinelli

This Report as been translated into the English language solely for the convenience of
international readers
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List of the various roles held by Lottomatica S.p.ABoard of Auditors members for the Companies
as per Book V, Title V, sections V, VI and VII of he Italian Civil Code.

Sergio Duca

Chairman of Board of Auditors of Orizzonte S.g.p.8.;

Member of Surveillance Committee of Exor S.p.A.;

Chairman of Board of Auditors of ALUB;

Chairman of Board of Auditors of Fondazione SilVimnchetti Provera;

Member of Board of Auditors of ISPI;

Member of Board of Auditors of Fondazione ERGA;

Chairman ofAssociazione Amici dell’'Universita di Scienze Gasstrmicheof Pollenzo;
Member of Board of Directors and Executive Comraitté Pollenza Gastronomy University;
Chairman of Board of Auditors of Tosetti Value S8/5p.A.;

Chairman of Board of Auditors of Fondazione Int&sa Paolo Onlus;

Member of Board of Auditors of Compagnia di SanlBao

Angelo Gaviani

Auditor of Banzai S.p.A.;

Auditor of B&D Holding di Marco Drago e C. S.A.p.A.
Chairman of Board of Auditors of Cideb Editrice.B.r

Auditor of De Agostini S.p.A.;

Chairman of Board of Auditors of De Agostini Difioge del Libro S.p.A.;
Auditor of De Agostini Editore S.p.A;

Auditor of De Agostini Edizioni Scolastiche S.p.A.;

Chairman of Board of Auditors of DeA Capital S.p.A.
Chairman of Board of Auditors of DeA Factor S.p.A,;

Auditor of Diffusione Scolastica S.r.l.;

Chairman of Board of Auditors of First Atlantic RESR S.p.A.;
Chairman of Board of Auditors of First Atlantic Résstate S.p.A.;
Auditor of Fondazione De Agostini;

Chairman of Board of Auditors of Istituto GeografiDe Agostini S.p.A.;
Auditor of Lottomatica Italia Servizi S.p.A.;

Chairman of Board of Auditors of Lottomatica SconsseS.r.l.;
Auditor of Lottomatica Sistemi S.p.A.;

Auditor of Utet S.p.A;

Auditor of Banca Popolare di Novara S.p.A,;

Auditor of M.Dis Distribuzione Media S.p.A.;

Chairman of Board of Auditors of Milano Press S.r.|

Chairman of Board of Auditors of Mineral Resour&esl.;

Auditor of Righi S.p.A.;

Auditor of Saronni S.p.A.;

Auditor of Sogeim S.p.A.;

Chairman of Board of Auditors of Spig S.p.A;

Chairman of Board of Auditors of Stoppa AntonioigliFS.p.A..

Francesco Martinelli

Auditor of Aviofin S.p.A.;

Auditor of Actalis S.p.A.;

Chairman of Board of Auditors of Almaviva Consudfi8.r.l.;
Auditor of Alma Viva S.p.A.;

Chairman of Board of Auditors of Alma Viva Techngies S.r.l.;
Chairman of Board of Auditors of Almaviva Finance.3..;
Auditor of Alicos S.p.A;

Auditor of G.Matica S.r.l;
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Auditor of Almaviva Contact S.p.A.;

Auditor of T.S.F. Tele Sistemi Ferroviari S.p.A.;

Chairman of Board of Auditors of Banca Impresa be&ip.A.;

Auditor of Servizio Italia S.r.1.;

Chairman of Board of Auditors of Servizi in Rete€d205.r.1.;

Chairman of Board of Auditors of Arianna 2001 S.p.A

Chairman of Board of Auditors of Press & Image S.p.

Chairman of Board of Auditors of Melior Trust S.p,A

Member of Board of Auditors of Istituto Commercistéro (ICE);
Auditor of Reteitalia Internazionale S.r.l.;

Chairman of Board of Auditors of CartaLIS Imel &\p.

Chairman of Board of Auditors of Consorzio LotteNazionali;
Chairman of Board of Auditors of Consorzio LottomatGiochi Sportivi;
Chairman of Board of Auditors of Lottomatica ItaB&rvizi S.p.A.;
Auditor of Lottomatica Scommesse S.r.l.;

Chairman of Board of Auditors of Lottomatica Sistérp.A.;

Chairman of Board of Auditors of Lottomatica VidebRete S.p.A.;
Chairman of Board of Auditors of Lottomatica Videblsestione S.p.A.;
Chairman of Board of Auditors of PCC GS S.p.A,;

Chairman of Board of Auditors of Toto Carovigno .3.p

Chairman of Board of Auditors of CFN — CompagniadHaria Nazionale S.p.A.
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LOTTOMATICA S.p.A.
Registered Office in Rome, Viale del Campo Boario, 56/d
Share Capital: €152,286,837.00

REPORT OF THE BOARD OF AUDITORS
to the Shareholders’ Meeting of Lottomatica S.p.A.

To the Shareholders,

Pursuant to Articles 2429 and 2403 of the Italian Civil Code, and Article 153 (1) of Legislative
Decree no. 58 of February 24, 1998, we inform you that during the year ended December 31,
2008, we performed our oversight activities in accordance with the provisions of the Italian
Civil Code, with Articles 148 and subsequent articles of the aforementioned Legislative Decree,
and with the instructions issued by the Companies and Stock Exchange Commission
(CONSOB), taking into account, moreover, the rules of conduct recommended by the National

Council of Accountants and Bookkeepers.

Considering the above, we present our report on oversight activities required by law and
performed by this Board during the year ended December 31, 2008. We would like to specify
that the previous Board of Auditors carried out the oversight activities until April 15, 2008 and

that two members of the previous Board are part of the present Board of Auditors.

Specifically,

« We attended all meetings of the Board of Directors, totalling 9 in number, and of the
Executive Board, totalling 4 in number, during which we were informed of the
Company’s activities and notified of all major operations or transactions carried out by

the Company and its subsidiaries;

e We held 7 periodical meetings during which information was mutually exchanged with
the independent auditors and with the Directors, and we ascertained that no imprudent
or risky operations or transactions were undertaken, nor any that might create conflicts
of interest or run counter to the resolutions of the shareholders’ meeting and thereby

jeopardise the Company’s capital soundness;

e We continued to monitor the Company’s organisational structure and the
administrative-accounting system, finding both to be adequate for their respective

purposes;



We received the information form the Internal Control Committee on its current
activity, on its controlling schedule and on its plans for implementing the internal

control system;

We reviewed the Internal Control Committee annual report;

We acquired information from the Remuneration Committee and with the Lead

Independent Director regarding their activities;

We obtained from the Board of Directors, within the time prescribed by the law, the
draft of the 2008 financial statements, the consolidated balance sheet and the

Directors’ report;

We ascertained that the annual report and consolidated financial statements were
prepared pursuant to the laws in vigour regarding the adoption of IAS-IFRS principles.
The consolidation criteria and the consolidation are described in detail in the notes to

the financial statements;

We examined the documents pertaining to the intra-group financial and industrial
transactions and supporting operations, which are reasonably considered to be in
compliance with the principals of sound management, compatible with the Company by-

laws and consistent with the applicable legislation;

We verified that the Directors, in compliance with the instructions issued by CONSOB,
drew their attention to all operations or transactions conducted with companies
belonging to the Group and related parties. On our part, we verified, with the
assistance of the Company’s administrative officers, the observance of all procedures
designed to ensure that such operations or transactions were conducted under the

appropriate conditions and in the Company’s interests;

We ascertained that no atypical or unusual transactions, as defined in the CONSOB note
no. 1025564 dated April 6, 2001 and No. DEM/6064293 dated July 28, 2006, took place
wither among the group, with related parties or with third parties, finding proof thereof
in the information provided by the Board of Directors, by independent auditors and by

persons responsible for the internal control;

We ascertained that the Company complied with the self-discipline code of the
Committee for Corporate Governance of Listed Companies. We monitored the manner

in which the corporate governance rules, set out in the self-discipline code, were



implemented. We have no observations to make with regards to the self-discipline code
implementation. We also inform you that the assessment criteria and procedures
adopted by the Board of Directors to evaluate the independence of its members were

correctly applied;

e We ascertained that the Company continued to update the organisational management
and control model as per Legislative Decree 231/01, taking into account the guidelines
issued by trade associations as well as relevant legislative developments, also applying

this model to subsidiary companies and consortia belonging to the Group.

e« Through our continuous contact with the independent auditors as well as due to our
own periodic controls, we ascertained that the relevant non-European subsidiaries as
defined by Title VI, section II of the CONSOB regulation adopted with the resolution no.
11971 in 1999:

o Have an administrative-accounting system that is able to regularly send the
necessary economic and financial information for the preparation of the
consolidated financial statements to the Company and to the independent
auditors;

o Regularly provide the necessary information to carry out the controlling activities

regarding the annual and quarterly reviews to the independent auditors.

We further declare that:
« We have not received any report of offences as per Article 2408 of the Italian Civil
Code;

« No exposures have been presented;

« We did not issue any legal opinions as defined by the law during the year;

e The Company Reconta Ernst & Young, or parties linked to it under continuous
agreement, was appointed not only to audit the financial statements for the year,
including the signing of the tax returns, but also to perform the following:

o Complete review of the Scientific Games Corp. annual report pursuant to SEC
requirements - €145,000.00

o Restricted review of quarterly situation (SAS 100 reviews) in order to ensure the
compliance of the Scientific Games Corp. annual report to SEC requirements -
€48,000.00

o Accounting review of the Company Equity as of August 29, 2008 aimed at the
Purchase Price Allocation operation - €70,000.00



o Technical accounting opinion - €15,000.00

o Statutory FS and reporting package as of 12/31/2008 - €2,500.00

o Review stand-alone statements of subsidiaries and tax consulting services -
€537,855.00

o Accounting Consultancy - €308,979.00

o Eurobond offering procedures - €152,791.00

Within the scope of our authority we verified that:
« The Company complied with the provisions of the law and by-laws and with the

principles of sound management;

e The Company’s organisational structure, internal control system and administrative-

accounting systems are satisfactory insofar as their effective operation is concerned;

e The provisions of the laws in force including Legislative Decree No. 87 of January 26,
1992 and the subsequent CONSOB recommendations, the preparation and structure of
the financial statements and the Director’s report were carried out appropriately and
included the performance of direct checks and information obtained from the

independent auditors;

e The instructions given by the Company to its subsidiaries were appropriate in
compliance with Article 114, point 2 of Legislative Decree 58/1998;

« The report submitted by the independent auditors regarding the financial statements
the year ended December 31, 2008 communicates that no reprehensible facts emerged
in the course of the auditing process of the financial statements and accounts, thereby
declaring that such statements comply with the applicable regulations and the Italian
civil code and hence with the accounts as well as national, international and group

accounting standards and principles;

The Board of Auditors would like to report that the Independent Auditors have issued a
favourable opinion in terms of the coherence of the Lottomatica S.p.A. financial statements for
the year ended December 31, 2008 as required by Article 156, section 4-bis, letter d) of
Legislative Decree no. 58/1998.

In the opinion of this Board there are no proposals to submit to the Shareholders’ Meeting
pursuant to Article 153 (2) of Legislative Decree no. 58/1998.



In view of the above, we therefore recommend the approval of the financial statements for the
year ended December 31, 2008 presented by the Board of Directors together with this report

and the proposal to distribute dividends.

Pursuant to Article 144-quinquiesdecies of the stock exchange regulations for listed companies, the
present report includes the list of administrative and auditing roles carried out by the members of the
Board of Auditors at companies as defined by Book V, Title V, Chapters V, VI and VII of the Italian civil
code as of March 5, 2008.

Rome, March 20, 2009

THE BOARD OF AUDITORS

Mr. Sergio Duca

Mr. Angelo Gaviani

Mr. Francesco Martinelli



List of the various roles held by Lottomatica S.p.A. Board of Auditors members for
the companies as Book V, Title V, sections V, VI and VII of the Italian Civil Code.

Sergio Duca

Chairman of Board of Auditors of Orizzonte S.g.r. S.p.A.;

Member of Surveillance Committee of Exor S.p.A.;

Chairman of Board of Auditors of ALUB;

Chairman of Board of Auditors of Fondazione Silvio Tronchetti Provera;

Member of Board of Auditors of ISPI;

Member of Board of Auditors of Fondazione ERGA;

Chairman of Associazione Amici dell’Universita di Scienze Gastronomiche of Pollenzo;
Member of Board of Directors and Executive Committee of Pollenza Gastronomy University;
Chairman of Board of Auditors of Tosetti Value SIM S.p.A.;

Chairman of Board of Auditors of Fondazione Intesa San Paolo Onlus;

Member of Board of Auditors of Compagnia di San Paolo.

Angelo Gaviani

Auditor of Banzai S.p.A.;

Auditor of B&D Holding di Marco Drago e C. S.A.p.A.;

Chairman of Board of Auditors of Cideb Editrice S.r.l.;

Auditor of De Agostini S.p.A.;

Chairman of Board of Auditors of De Agostini Diffusione del Libro S.p.A.;
Auditor of De Agostini Editore S.p.A.;

Auditor of De Agostini Edizioni Scolastiche S.p.A.;

Chairman of Board of Auditors of Dea Capital S.p.A.;

Chairman of Board of Auditors of Dea Factor S.p.A.;

Auditor of Diffusione Scolastica S.r.l.;

Chairman of Board of Auditors of First Atlantic RE SGR S.p.A.;
Chairman of Board of Auditors of First Atlantic Real Estate S.p.A.;
Auditor of Fondazione De Agostini;

Chairman of Board of Auditors of Istituto Geografico De Agostini S.p.A.;
Auditor of Lottomatica Italia Servizi S.p.A.;

Chairman of Board of Auditors of Lottomatica Scommesse S.r.l.;
Auditor of Lottomatica Sistemi S.p.A.;

Auditor of Utet S.p.A.;

Auditor of Banca Popolare di Novara S.p.A.;

Auditor of M.Dis Distribuzione Media S.p.A.;

Chairman of Board of Auditors of Milano Press S.r.l.;

Chairman of Board of Auditors of Mineral Resources S.r.l.;
Auditor of Righi S.p.A.;

Auditor of Saronni S.p.A.;

Auditor of Sogeim S.p.A.;

Chairman of Board of Auditors of Spig S.p.A.;

Chairman of Board of Auditors of Stoppa Antonio e Figli S.p.A..

Francesco Martinelli

Auditor of Aviofin S.p.A.;

Auditor of Actalis S.p.A.;

Chairman of Board of Auditors of Almaviva Consulting S.r.l.;
Auditor of Alma Viva S.p.A.;

Chairman of Board of Auditors of Alma Viva Technologies S.r.l.;
Chairman of Board of Auditors of Almaviva Finance S.p.A.;
Auditor of Alicos S.p.A.;

Auditor of G.Matica S.r.l;

Auditor of Almaviva Contact S.p.A.;

Auditor of T.S.F. Tele Sistemi Ferroviari S.p.A.;

Chairman of Board of Auditors of Banca Impresa Lazio S.p.A.;
Auditor of Servizio Italia S.r.l.;



Chairman of Board of Auditors of Servizi in Rete 2001 S.r.l.;

Chairman of Board of Auditors of Arianna 2001 S.p.A.;

Chairman of Board of Auditors of Press & Image S.p.A.;

Chairman of Board of Auditors of Melior Trust S.p.A.;

Member of Board of Auditors ofIstituto Commercio Estero (ICE);
Auditor of Reteitalia Internazionale S.r.l.;

Chairman of Board of Auditors of Cartalis Imel S.p.A.;

Chairman of Board of Auditors of Consorzio Lotterie Nazionali;
Chairman of Board of Auditors of Consorzio Lottomatica Giochi Sportivi;
Chairman of Board of Auditors of Lottomatica Italia Servizi S.p.A.;
Auditor of Lottomatica Scommesse S.r.l.;

Chairman of Board of Auditors of Lottomatica Sistemi S.p.A.;

Chairman of Board of Auditors of Lottomatica Videolot Rete S.p.A.;
Chairman of Board of Auditors of Lottomatica Videolot Gestione S.p.A.;
Chairman of Board of Auditors of PCC GS S.p.A.;

Chairman of Board of Auditors of Toto Carovigno S.p.A.;

Chairman of Board of Auditors of CFN - Compagnia Fondiaria Nazionale S.p.A.



H.IE'IERNST&YOUNG

INDEPENDENT AUDITOR'S REPORT
PURSUANT TO ARTICLE 156 OF LEGISLATIVE DECREE OF FEBRUARY 24, 1998, N. 58
(translation from the original italian text)

To the Shareholders of Lottomatica S.p.A.

1.

We have audited the financial statements of Lottomatica S.p.A. as of and for the year ended
December 31, 2008, comprising the balance sheet, the statement of income, changes in
shareholders’ equity and cash flows and the related explanatory notes. The preparation of
these financial statements in compliance with International Financial Reporting Standards as
adopted by the European Union and with art. 9 of Italian Legislative Decree n°. 38/2005 is the
responsibility of the Lottomatica S.p.A.'s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

. Our audit was made in accordance with auditing standards and procedures recommended by

CONSOB (the Italian Stock Exchange Requlatory Agency). In accordance with such standards
and procedures, we planned and performed our audit to obtain the information necessary to
determine whether the financial statements are materially misstated and if such financial
statements, taken as a whole, may be relied upon. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, as well as
assessing the appropriateness and correct application of the accounting principles and the
reasonableness of the estimates made by management. We believe that our audit provides a
reasonable basis for our opinion.

For our opinion on the financial statements of the prior year, which are presented for
comparative purposes, reference should be made to our report dated March, 14, 2008.

In our opinion, the financial statements of Lottomatica S.p.A. at December 31, 2008 have
been prepared in accordance with International Financial Reporting Standards as adopted by
the European Union and with art. 9 of Italian Legislative Decree n°® 38/2005; accordingly, they
present clearly and give a true and fair view of the financial position, the results of operations,
the changes in shareholders’ equity and the cash flows of Lottomatica S.p.A. for the year then
ended.

The management of Lottomatica S.p.A. is responsible for the preparation of the Management
Discussion & Analysis (“MD&A") in accordance with the applicable laws and requlations. Our
responsibility is to express an opinion on the consistency of the MD&A with the financial
statements as required by art. 156, paragraph 4-bis, letter d) of the Legislative Decree
58/98. For this purpose, we have performed the procedures required under Auditing Standard
n. 001 issued by the Italian Accounting Profession (CNDCEC) and recommended by CONSOB.
In our opinion the MD&A is consistent with the financial statements of Lottomatica S.p.A. as of
December 31, 2008.

Rome, Italy
March 20, 2009

Reconta Ernst & Young S.p.A.
Signed by: Salvatore Florena, Partner

This report has been translated into the English language solely for the convenience of
international readers S




