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Report as of 31. 121004

Report Regort

LOTTOMATICA S.p.A ’ BALANCE SHEET -ASSETS . ’ asof as of
3122004 H.12.2003
A} DUE FROM SHAREHOLDERS FOR UNPAID CAPITAL - B - 13040873
. . - - 1,304 87

8 FIXED ASSETS
| L INTANGIBLE ASSETS

AT
419957.782

& TANGISLE ASSETS

1) Land and buidings . . o .
2) Ftant and equipment . - 21546026 i 10,285,024
3) tndustrial and busi —,-; . - - -
‘4) Otherassets . . 510614 550584
§) memmmm\ees . 616,265 2,550,500
Total 18,772.965 1,793158].
FREELY TRANSFERABLE ASSETS’ '
3) Ptant and equipment 52,193360 mmsl
k)] ial and bush i L. .
4) Other assets. ’ . 29.461 znuc:
5} Foced assets under construction and advances . ) 2831684 25,356,354
Sl LT : 197029308 . . .
Bl INVESTMENTS : ) . . . y
1) Equity investments it . . ‘%
a) Subsidiary comparies 26171576 . {
b) Associated comparées . . - .
d} Other compsnies 1031956
2) Recewables
-} Guarantee deposits L2639
3 Otherseaumes .
116.577431
751,358 050
€} CURRENT ASSETS i .
L VENTORES - . s . %:
I) R 402537 - : . L
, T 412537 . |
o RECEVABLES .
1) Oue fro customers witin 12 months 9,562850
nmmmmmmum . . 64,118,269 65,551,832 IS
o} wadeowetics . axal 2055 \ﬁ
. <) oo pepaies - 160803 BAS2.6T o
Dnﬁwnsbsdmywmbew\dlzm . ' 198527 19539260 (3
<) wadepaabies . - - . -
© <) Frencid papatios . usmsz, .. usnxo

mwmmmmmmunm R : -1
4)D(zhunmcmmmml2mms - T

4- bis) Taxassets ) ros1868 10,939,767
.4-ter) Advance toes - . i 32,621,036 45170769
) Due from others within 12 months : ’ 14,362, (01 10334717
: Tota] 150,855,939 161,596,195 i
Bt CURRENT RNANCIAL ASSETS ) Aﬁ
Other securiies . : : susise] | q
Oﬁ:-ereq:.itybmnais ) L. N -
. ' Totaf 64119150
. CASH AND EQUIVALENT . )
1) Bank and postal depasits - 185,188,992 TT265.552
2) Cheques . . o -
3) Cashi on-hand and vakubles . ) : 00090 | 14499 -
: Tota 188,209 001, 177,666 051 £
. TOTAL 400552 854 | 339,684.783 K
D) ACCRUED INCOME AND PREPAID EXPENSES . ’ oo : : T j
-} Prepaid expenses - TS . 6319716 . T -
-)%cunmbmdissuew&hﬂdm 194400 194400
<) Discourt on bond Issue beyand 12 months ’ 1 STIEM] mmm
~) Accrued income . . - M L %] .
TOTAL 0} 699,953 7486,
TOTAL ASSETS . 1,021 203,102 L10S834.107
Rocelpts and Payments (Presidendal Decroo No. 560 of 16.09.1998) - ) .
muwmmumumm : 19,100,281 TRESL053
CASH AND EQUIVALENT . . ’
" Bank and postal depasits . - - 460,758,540 108,647,069 . ) ‘
. ’ . 479838 811 187511132 .. . S B
T GRAND TOTAL- . 1,.501,065.923- 1293345319
81.
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Report as of 31.12.2004

Report

. . ; . . Report
LOTTOMATICA SpA.  BALANCE SHEET - LIABILITIES asof as of
) 31,12.2004 31.12.2003
A) SHAREHOLDERS' EQUITY
1 Share capital 38,939,280 85,309,280
1 ‘Share premmum reserve 116,079,507 243,616,104 §.
"Hi  :Revaluation reserve pursuant to Law Na. 25012003 20,243,770 20,843,770
V' Lega reseve 17,761,856 17710781
VIl Other reserves :
) Other reserves - 15,382,440
V1L *Profit (loss) camied over o 3,449,904
IX - Profit (oss) for the period . 47,119,000 29528794
TOTAL A) 200,743,413 419341073
B) PROVISIONS FOR RISKS AND CHARCES o )
1):. . Pension and similarcosts " ‘1510379 1,500,000
2): . Provisian for taxes (ncluding deferred taxcs) 7,545.767 ) 957,295
3) . Other provisicas 15,200,127 2524053
TOTAL B 24,2562 73 | 4981348
C) STAFF smmcz FUND : . 4871690 ). 3,358,858
D) PAYABLES. : -
1), . Bords due within 12 months 473425 473425
Bonds due beyond 12'menths 360,000,000 { . 360,000,000
7) ., Due to suppliers within 12 months . 91,430,965 87,261,239
"_"_Duetumpprersbeymdnmonﬂw - A
8) " Debt instruments due within 12 moriths
Dett instruments due. beyond 12 months SR Sl
9. . _Due to subsidiary’ compames wnhm 12 momhs 203933650 188,143,448
: WUS572.65 9148543
‘e s - - . o mﬁ‘s‘ . TIS,DSdBSS .
1) Due to parent cmnpames wﬁhm 12manths .. 14,294,146 474 44
Oue to parent companies beyond 12 months S LR
12} - - Taxes:payable within {2 manths “9gasam ] ss32223
. Taxes payatle beyond 12 months S 244,640
13) - Due to social security mshnmms within 12 months 1,653,390 - 1,599,604
: Dde to social sewfuyxnstrmnans beyond 12 months R -
)  Other pardbies due within 12 months 12964872 1| 24,569,694
~Other payables due beyond 12 moriths . -
15) _-Due to affiliated ccmpames : '4.4"27,893‘ 1,298,032
TOTAL Dy 699153414 § 1 - 674,847,149
E) ACCRUED EXPENSES AND DEFERRED INCOME - 2983312 .. 33036
TOTAL LIABILATIES : . _1021,208,102 ). 1,105,834,107
Receipts dind Payments (Présidential Decree No. 5604‘16.09 199%6) o
PAYABLES to Ministiy far pmﬂm due ta the Tax Office 459,405,641 41,352,930
PAYABLES to Ministiy | tor pension fund 12264120 16138311
PAYABLES to Ministry for accrued mterest PR+ =218 Y 442289
PAYABLES to Lattornatica maos7| 1 3177357
PAYABLES for winnings to be paid 6,59 1.443 . 26457433
PAYABLES for a gret fumber of winnings 10.102 .835,046
PAYABLES tn telephane operamrs ) . 2192 » 434
479,858,821 1 187.511,222
GRAND ronu. N 1,501,066 923 1,293,345 329
MEMORANDUM ACCOUNTS S L
Guarantecs Coommaiedlt o 72015293
Okbers’ 1155724951 86,235.198

82
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Reportasof 31.12.2004

o - o Report Report
LOTTOMATICAS.pA INCOME STATEMENT as of as of.
. . o 31.12.2004 31.122003
&) VALUE OF PRODUCTION
1) ‘Reva'h&efmmsales of services -604,042 880 430.112.282{ - -
2) Changein ventories .o s -
4) Capitalisation of intemal cmstrucuan costs - 2850061 -
§) ‘Other eamings and proceds * 38,340,844 10,184,877
E] wmmdwmes N6 " gIBSw
4 Ohers 5§, 25690 C o amesr
- Yol ()] 542383834 m;sm,ses
8) PRODUCTION COSTS :
-6) Raw materiats, secondarymatenals consumables and goods - 30025818 32,083 178
7) Services 204,910,091 .:188,211.948
8) Leases and rentals 10.138,6124- '8.706.438
: Total] 245,072,522 .. 236001556 |
8) Personnel .
8) Wages and salaries®© 28,075,781 . 25818538
b) Secial security contributions 9331286 | | | 8774402
¢} Staff severance fund ' 18049771 § .
d) Pension and simifar costs L
e) Otharcosts 235,080
. S0 Total} 39,247,114 36,301,200
10) Ammnzat_aon.'dem'ecaaﬁon and wite-downs S S
a)- Amaortization of intangible assets 81,140,927 69,071,102
b) Amortization of tangible assets 421702673 § - . 41859188
¢) Other waite-downs of fixed assets ;; 608,646 {1 -o-
. d} Wrme-dswn of current recelvab!es and cash and equivalent o 34847848 1 -
Total] ,104.293.213 \
m Changemmrmaes i 437721 1
12) Pravisions for risks : . "] i
. 13) Other provisions . K
L 14) Other operaﬁng emenses ' |
Tatal (B) 413,426,364
»D(FFEREHCEBEIWEEN PRODUCTION VALUE AND COSTS j ~1zz.ssr.4m _‘f S 4y

C) Fl INANCIAL INCOME AND CHARGES

15) lnmme from equity nveshnems*
-) inigroup contparies ;

16) Other financial income
<) in‘group (subsidiary) companios
-) othar income

17) intecest payable and other ﬁnarxaai charges

° -) i’ "group comparies

) other charges,

- {17 -BIS) Forvlgnm:ehange gsins and losses

0) REVALUATIONS
18) Revzluanons- e

Q)lﬁf eq;my mstmen(s o
E} EXTRAORD(NARY INCOME AND CHARGES
20) Extraordinary income

-} from sale of tangible assets
. -)ﬁmnc:leofequdymslmerds

) Em-acxdmary charges
-) ot sade of tangible assels }
<) hm sale ofaquuy nmestmenfs

7 464 498*

.r 1238726}
350

-4,258,388 i

| 17573852
-140,798

Total (C))

9,546,084

" 117008

2137217 "

gl

__4.722008).

38.328 1.
“e11879]
1837.308°

s
“agzanr|fie

-21,660,138

SRR oL Total (€}, 25,408,105 -
*'NETPR’OFITBEFORE'rkxes*"" T ' “eszsrary| | | ozesesevtf
.- 22) INCONE TAXES EOR THE PERIOD: -39,162.273 -59817|
) B Currentw:es . ~n024008] - -7515,674_
-} Advancefams ~ esern|.
. -) Deferted téas: . 568472, AL
' " TOTAL RESULT FOR THE PERIOD 47,119,000 28,528,794
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LOTTOMATICA

"~ . Reportasof 31.12.2004

Explanatory Notes -

Preamble o )

Pursuant to Article 2497-bis of the Italian Civil Code, dealing with accounting information.on -
the activities of company direction and _Cco-ordination, a. statement: has been.drawn. up-
IDEAGOSTIN P - FINANCIAL STATEMENTS AS OF 31.12.2003 setting out a summary of the essential data
{Vatues in €£000) from the last financial statements of the
BALANCE SHEET : Company carrying out the activities of direction: .
ASSETS: and control. o ‘

A} Due from shareholders for unpaid capital 0 . . S -
B) Fixed asses s~ THiS company also draws up. the consolidated

C} Curertassets . _ - - 2 financial statements. S . o
O Accruedincome sndpropaideperses - - .. -, 41 The " direction and - co-ordination activities
Total Assets o S stz carried out' by De - Agostini - S.p.A. can be
uaBLmEs: . P o summarised as:follows: R '

A SteshodersGauty: L e - ensuring-‘consistency in the decision- .
e e :. ~ making . process implementing the
-Oporaigprofiiossf T - . T4 . gy : _<__busmes‘s strategy- followed by the
erig i e o ... Groupasawhole; . . 4
2 Prodsors forido andcharges L L, 208 . +.=_ the application of powérs.and duties of
|} S Sovrence Fund e vcontrol in the. context- of - the
D) Payables 421,925 PRI PR S TP A .
) Aoonisd exparss dnd otorsdivicome.- -+ i - ¢~ . Principles/rules . . .on" " which  the
Total Usbiitles T relationship’ :between ‘parent and
UARANTEES, CoMMTMENTS Ao Giertusks - semeae7 - ¢ -+~ SUbSidiaty companies is based (Article
SR AT RO TENI MRS 5359 of the ltallan Civil Cog), .
WOOMESTATMENT . .. mu .. . . The bodies of the. Parent- Company are also

A Ve otpdion o eme responsible for the following: . ... . ‘
©[B) Producioncoss o -we7 - - the designation: of .members of the .-
G Crmaacamemictanes [y v, omae - Board of Directors of Lotiomatica; '
I A TR LA the-validation of stock option plans;
ke sl i JUPRREE. N resolutions: dealing..with. ‘investments
Opérating proft {idss) - . <" T wen . eXceeding € 50.million; .., . - :
e eI (77 ~77% - .the definition of -the  Group's ‘macro-
organisation-and the,remuneration policy guidelines. .. ;.. o

Pursuant o Artigle 2423-ter, paragraph.3, of the italian.Civil Code, liability ftem *75. Due to"
affiliated .companies” has been included 'in -the. balance :sheet. in. order. to:better reflect -
commercial.relations with. the De Agostini Group_companies as:of 31.12.2004; given their
signi_f_jg'ance.,A,_s,p__e,ciﬁc cafegory;of tangible assets was entered in the:assets;:named “freely -
- trapsferable.assets’, in o;r.de‘r,.-‘_tgashpw,thg_,e,hoompany’fs;_-;stgndiggf,acqorqing to the nature of the
business performed.. ... . L. S : G e s '
Notwithstanding Article 2426. of the ltalian Civ
Consequential. to the. information. to be provided.;in the'Balance, Sheet and the Income
Statement, the figures recorded in the accounts as deferred and advance taxes have been
shown: by the addition of two specific items to the components -indicated. separately under
Receivables C): 4-bis) taxes payable and 4-fer) advance taxes. A item, was added to the
Incomie, Statement. for the same reason as: the_ ahove, namely 1 Z-bis)..Foreign exchange
gains.and_losses. The data as of 31.Decembey 2003 were also.reclassified in order to
provide:a correct basis of comparison. . .. . - SR

LR

RIS

il Code, assets. were revalued: pursuant to

PRI
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Report as of 31.12.2004

The Group oonsolldated fi nancral statements have been drawn up in oomphanoe with -

Article 25 of Legislative Decree No 1 27 of 9 Apnl 1991

The 2004 financral year ended wuth a net income of €/000 47,119.

Subsequent Events and Relations with related parties-and type of busmess are descnbed m
the Management Report to whlch reference is made.

GENERAL’ ASPECTS‘

Over-2004 Lottomatrca S = ' B o

N

- »

has centinued to. provrde the Collection service for the Lotto wagers and the

payment of the wm_nmgs pursuant to Presrdentral Decree  No. 560 of 16

September 1996;

has continued: with the- collection of the Tris betting by virtue of the agreement

signed with SaraBet S.r.l-in 2000. It is in the context of this busineéss activity:

~ that it bought the pari-mutuel system of Twin in May 2004 for a oonsrderatlon of

€/000 2,521, As of 30 April 2004, the acquire business showed net assets of
€/000 1,231; consequently, Lottomatica took over at the -acquisition date
goodwill ‘of €/000 1 ,290. The business value was calculated. on’ the basrs of a

e ~ valuation carried ott by-an independent advisor;

‘has conitinued to’ provrde servrces for horse racmg and sportmg agencres and

" for racecourses

: granted to Consorzro Lottomatrca Giochi. Sportlvr 85% owned by Lottomatlca

‘hasstarted- up- the distribution ‘and sales of the traditional ‘and instait Iottene"s"

~ from April- 2004 by*virtue 6f the license granted to Consorzio Lottene Nazronalr
= 63% owned by Lottomattca

“has'been involved i in'the mcorporatlon of Tnplet S.pA.. The two compames ‘in a'
"'Temporary Business ‘Conibine’ participated in a tender to select operafors to;

whomto-license the-activation and operation of the network to manage, Iegal’
games via remote oonnectlon Using afmusement and entertainment equrpment .

" The ‘seléction procedure concluded on 28 Juné 2004 and AAMS gave formal

notice of ‘the results, ‘published in"the Official “Gazetté ‘of ‘30 June 2004,

according to which the Temporary Business Combine was awarded the.”_

o v;concessuon 1n the oontext of the operatlon of the: vudeo lott' Y-

' and operate amuserment and' entertalnment equrpment, .
in the context of the rationalisation of the corporate structure, the Ilqurdatron o?;’i
‘the’ subsrdrary oompany Twm S p.A m ltqurdatlon was completed on 31~
-~ Detember 2004; »
“the sale of GBC S:A. Was" completed dunng September 2004 the Comp y"
¢ thus: ﬁnally exstmg from the Birgo business;" - _
“for the purposes of i rmprovmg the allocatron of the group's: ﬁnancral réSources; .
Lottomatica Italia: Servizi-and Lottornatica Sistemi bank ‘accourits were" “cash
pooled on Lottomatica S.p.A. main account-on 22-Novémber 2004 ‘Under thé -

cash poollng system all cash movements of minor companies, whether in the

85

s
P

-

A
Y

B

[4<)

o3




Repon as of 31 12 2004

' form of wrthdrawals or deposrts are automatlcally offset by opposrte and equal
flows,. coming from the controlling entity (Lottomatica S.p.A:) and received by
the controlled entities (LIS and LS). As a consequence, the current accounts of -
the two compames retam a constant zZero. balance : :

A Lottomatlca has also supplred the necessary techmcal admmlstrattve and f nancral _
assistance. to its ltalian lnvestee companies, chargmg services provrded on the basrs of the
costs mcurred . _ o . . ‘

) STRUCTURE AND CONTENT . Lo

The Financial Statements as. of 31 December 2004 were drawn up in complrance with the
ltalian “Civil Code and their.results are descnbed in this note; the stiucture and the .content
of the balance sheet and income statement comply wrth Artncle 2423-ter, 2424 2424-bis, -
2425 and 2425-bis of the ltalian Civil Code. o :
The financial statements are accompanled by tables to analyse the balance sheet, the
income statement, the cash-flow statement and the’ summary of the relationships. with the
Group Companles attached to the Explanatory Notes, which complete the mformatron on
the economic and fi nancial posmon of the company.. :
~ For the purposes of greater ‘transparency, the operatmg results of the Lotto wagers
collectlon service effected on behalf of the, Tax Authorities, have. been shown in.the asset:
and lrabllrty ltems of the fi nancial statements as of 31. December 2004 pursuant to
* Presidential Décree No: 560 of 16. September 1996

All amounts are stated in thousands.of Eu‘ros except as othecwise indicated. . .

'The financial statements as of 31 December 2004 are subject to audmng by Reconta Emst _
& Young S.p.A., the results of which are attached hereto, . M

.ACCOUNTING PRINCIPLES C

As laid down by Article 2423-bis of the ltalian Civil Code, valuatlons were performed
following the principle of prudence, considering the company as.a going concem and taking: -
-into account the economic function of the assets_and liabilities considered. Income and:
charges were entered on an accrual basis, regardless of the date when they are received or:
-pald Only the prof its made on the date of closing the financial year have been mdrcated

'VALUATION CRITERIA . ‘ .
' The most significant valuation criteria adopted to draw up the ﬁnancual statements as of 31
December 2004 comply with Article 2426 of the ltalian C|V|l Code and correspond to those -
applied in the previous financial year. v
The exceptional requirements.to apply the excepttons under-Article —2423 'paragrap x.4 of -
the ltallan Crvrt Code were not met durlng the ﬁnanaal year in questlon

INTANGIBLE ASSETS - SRR ; o :
Intangible assets are recorded at. purchase or productron cost and amortlsed dlrectly ofv aat
straightdine basis taking-into:account their-usefullives. The. purchase costs also: mcludesé_' .
any additional costs. - B R e
~ Specifically: -
> “Start-up and expans:on costs include the expenses incurred to increase the: share R

. capital, to train ‘and ‘instruct personnel mcurred to expand the network and are*'.
< ... amortised over t‘veyears P AU
®. . w “Industial patents and mtellectual property nghts mclude the oosts mcun'ed for thee' '

: acqulsmon and development, under -aright of ownershrp or under license for use for -
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an lndeﬁmte tlme of applucatlon software products,. net of the amortization in line -

with the expected useful fife’ (three or four years dependmg on the product) and

amortised on a stralght-llne basus startlng from the ﬁnanual year economic use

.commenced:
» “Concessions, llcenses trademarks and similar nghts include the costs incurred for

the acquisition of licenses for use for an indefinite time; these are amortised over.
- three ‘or four years dependmg on the: expected useful life and amorused on a_ _

NS straight-ine basis starting from the financial year economic use commenced.

> “Goodwill": has been entered under assets within the limits of the cost incurred and-

- amortised pursuant to Article 2426, paragraph 6, of the Italian Civil Code, Goodw:/l___,

.in consideration of the acquisition of the Games division of EIS SpA. in’ ‘2003 and;

- the goodwﬂl relating to the acquisition of the abovementioned branch of busmess of.

' Twin S.p.A. in. 2004 have been amortised over 5 years. Goodwill resultmg frqm ‘the

. merger by incorporation of Lottomatica in Tyche is amortlsed over the resi ual i e of

- the Lotto Game concession (9 years'and three " months) belleved to be;
representatlve of the tlme penod dunng whlch lt wnll provnde an economlc beneﬁt to" A

-+ -the company;.

> “*Other assets™: include “the costs incrred ™ to’ adjust the leased assets to ‘the:
Company’s technical and operatlonal requu'ements “amortization ‘rates -are.

* proportional to the residual life of the' leases or, if shorter to that of the’ expected‘_‘
©use. Furthermore they inclide’ costs lncurred to issue the Bond' capltahsed in 2003

. “to'be-amartized ovér five years equal to'the loan term. F'nally, they mclud ‘/
improve the processmg capacttles of Lottomatica’ network ‘

: ‘l_‘he table below shovs the Smortization rates Used for each asset category.

Amortization

intangible m critesia

i1 % Sartwp and expansioncosts .
awm o
JPiterts - A
‘]_c‘,.u. i ;

% Goodit - o
-)&md’udhm RN, i
-lmverdfferemc o .25 08
-)Lnnefddnuwmis
J Other Itangible Assets

.TANGIBLEASSETS IR

E Tangible assets aré recorded- at purchase ‘cost, including. addmonal charges (ln ccordance?
~ with the criteria laid down.in Article. 2426, paragraph :1, of the Italian -Civil- Code) and'’

- adjusted by the depreciation accumulated over the years.

| . The costs of ordinary maintenance required to keep them working efficiently, 1o ensiire t|1e|rf’_=
expected useful life;. their :capacity -and: original productlwty ‘and-those required torrepair::
_break-downs or- breakages. have:been eritered in the income statement in the ﬁnanc:al year’

in which they were carried out. _ Lo T

The . depreciatlon entered:-in the'.income’ statement is calculated systematncally ‘and -

constantly on the basis of the rates believed to be representative‘of the estimated useful life
for each single asset category. Followmg a review of the original-estimate; the: depreciation

figures. for. assets acquired in'the course of the:financial.year have been calculated on a pro

rata tempons ‘basis' W|th reference to the date on: whlch eftering.into working order.
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| Vs i 1000 - Grrory et Frocty | ation ET,he table shows the deprecia'tiq‘n _ratesf(js{c__a_g fpt 'e_ach. :
Trmgquuew L e ___»\paa_tegq_ry, . O . Do

2} Plart and equipment K-8
4) Other assets . . ) "4

Within the scdpe 6 Law No.' 35012003, st year Lottoriatica SpA. carried out 3
revaluation of the assets limited 1o the plant and equipment category posted in 1999 and =
2000, by using the ‘method of the reduction in the depreciation fund accumulated as of -
- 31.12.2003. Lottomatica attributed a useful life of at least two years to the assets subject to
revaluation included in the abivementioned categories. - . . T '

- Fixed assets under construction and ‘advances include purchase. 6bst‘js"arvid aé—l'\;}a:nces to
suppliers for the acquisition oft_a‘ngible,assgts unused as yet; they also include Company-
owned assets held by third parties on. consignment and unused. as yet. The depreciation of

these costs will be carried out at the fime of thelr effective use. .-

EQUITY INVESTMENTS -~ T A
Equity investments are entered under.investments. when, referring to long-term investments

and under current financial assets if they were bought for future disposal.. R o
Equity investments in subsidiary, associated companies -and_in -other’ companies are

2

recorded at purchase or subscription cost, including additional charges’and with reference

~ to companies, which are not listed on the stock exchange. Their value has been reduced in

- the event of ary permanent losses of value. The' book ‘value_of the equity investments
entered under investments takes into account any lower vél‘u'e"es‘tirﬁated"é_c’:’c‘;"brd_ing'- to
reasonable expectations and the ability to generate returns in future financial years:.For the .
purpose of the period-end valuati hitheir book value, -
shareholders' eqiity Values have | ent
end exchiangs ‘rate, Where there i, a pei
‘investment's book: value; the deficit

{ for the"period has been entered i the Provisio
Risks and Charges. Medium and long-term receivables have, been entered at t
value with a possible reduction to their es imdted realisable value, e

- production dost, includinig Sddifiorial
ned with reference to, market trénds.

sstimated redlisable vallie and Classifisd ‘as "invesiiens” of

g,0n their ‘nature. These, arriounts coniprise both the invoices
. that had been provided,. -

already issued and the consideration for services, ‘not yet invoicéd
-and‘completed by 31 December: :

rates, are adjusted fo.reflect application of the period-end exchange rates and the T

Foreign currency receivables, originally recorded using the t. nsaction-date e

re recognised in the income staten

e

T

as fin aalltems A

cost indluding additional charges incieased by the accrued ifiterest for the period., ..~ "' -
These assefs are assessed at the lessar betweéen the cost and realisable value, ‘calculated”
based on the market. . 4 : S
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CASH AND EQUIVALENT
These consist of bank arid postal deposits, ¢ash on hand and valuables and is valued at thev
presumable realrsable value, which normally coincides with the face value

PROVISIONS FOR RISKS AND CHARGES ' '
These reflect the best estimate on the basis of the mfom\atron avarlable known or hkely,,
losses or liabilities, the timing and extent ‘of which cannot be determlned at the end of the
period. They reflect the best estlmate on the basrs of the outstandlng commltments and. the:
mformatron avallable ‘These provrsrons cover: .

" "Pension and similar: costs™ representmg the lndemm’ues payable to ‘a number of
Directors on termmatlon of therr appomtment pursuant to Ar“tlcle 2120 of the ltalran

7 Civil Code; - j

> 'V'mesron for taxes (tnclud/ng deferred taxes)"' representmg probable tax Irabrlmes !

' the exact timing and extent of which cannot be determined: this itém also rnélude,: .

deferred tax liabilities resultlng from the temporary differénces betweén'the statutory
- result and the taxable income, whenever these cannot be offset due to their nature.j
. and terms, with advance taxes. R

> "Other prows:ons representlng othier provrsrons,‘ S e e

prowsrons for Iosses on equrty mvestments o

*other charges to’ cover. legal dlsputes 'fcl' '
- ;:charges to be mcurred .

-Every year thie' fund is ad;usted based' y¢ )
employed at that date and i$ calculated net’ of ‘advances pald also with regard‘ to addmonal'
pension funds. e
The advances also lnclude the substltute tax (11%) on _the mcome_vl res j

Artrc!e 11 'paragra'phs 3 and 4,of Leglslatrve Decree No‘4712000 L

PAYABLES

ﬁnancaal itefmis. "

:ACCRUALS AND DEFERRALS i .
ol i WM »_-:.'v. el Lt '-()‘

, parag ¢ ) .
‘|tem “D) Accrued Inoome and’ Prepard Expenses™in the Balance Sheet assets separately
indicates the discaunt on loans. The latter is amortrsed every year for. tbe duratlon of the ‘
loan to which it refers. L . ‘ N Do ;
"THE opérating grants received by'Co " L
_gammg machrnes for Totocalcro game are r
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the income statement on the basis of the useful fife of the aéséts for which 'ihe grants were
obtained. ' . - I

COSTSANDREVENUES ~ ' L L
These are recorded according to the "principle. of prudence 'and{,in,;z_aCchgénce; with the.

‘matching principle, with the recognition of the related accruals and deferrals.”

Revenues from Lotto wagers are represented by the remuneration detémingd by’ the
resulting coricessionary rates applied to the brackets of gross proceeds of the gaming
performed, ' o .

EXCHANGE DIFFERENCES -~ .~ R A
In compliance with Article 2426-8-bis) of the Italian Civil Code, foreign currency receivabies _
and payables that fall due withiri one year are adjusted directly to reflect application of the
period-end rates of exchange, unless the’related exchiange risk is ‘covered by a specific”
hedge. Profits or losses deriving from this adjustment are entéred separately in the income
statement under item “17bis) foreign exchange gains and losses"; included among financial
income components. Any net income must be allocated to a proper reserve not distributable

before realization. A

- DIVIDENDS _ B : S
- Dividends from ‘subsidiary companies have been entered in the income statement on an

accrual basis, that is, acquired in the financial year in which the profits from which they

. originated are realized.

INCOME TAXES =~ _ o S
Income taxes for the period income have been calculated on the basis of the best estimate .
of the taxable income carried out in complia}nce with the relevant provisions in force. :

" In accordance_wiuj the’ principlé of prudence, assets ‘from> deferred - taxes are onlyﬁ

such timing differences. . : : B
Assets for-advance taxes and Jliabilities for deferred taxes are set off against each other,‘if
allowed by law, and reported on a net basis in the financial statements. They are classified

respectively under “4-ter) advance taxes” among current assets and under “2) Provision for o

taxes (including deferred faxes)” among provisions for risks -and charges. The matching
entries are reported as advance or deferred taxes within the income taxes for the period.

. The fiscal benefit of tax losses carried forward is recognised if it is reasonably certain that

such losses, even if incurred in prior years, will be offset_'against/ future taxable income.

Over theA'year under consideration the greater part of the Provision for deferred taxes ‘was
influenced by the tax effect of the application of the financing rules introduced by Legislatiye

- Décree No. 344 of 12 December 2003 concerning advance tax amo.rtiza’(iont

Deferred taxes are determined using the tax rates expected to be in force when the related

timing differences reverse. Appropriate adjustments are made for tax rate -changes, on

Starting from 2004, the Compaﬁy, as a oohsoﬁdate_d entity; will barticipate-; in the national
fiscal consolidation for De Agostini Group -mmp'anies_.:_' S .
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No dispute is pendmg with Tax Auth_onues wuth referenoe to those fi nancsal years whuch are:_j

still open from a tax point of view. )
With regard to -the elimination from the financial statements of any prevsous ﬁscalt
interferences (efimination of paragraph 2 of Article 2426 and amendment to Article. 2427

no. 14, of the Itallan Civil Code), according to the principle that does not a|low any-fiscal -
item.relating to prevuous financial years to be mamtamed itis spectﬁed that no ‘adjustment
was necessary in this’ respect uporni closure of the previous financial year, since nq value..,

was present whlch had been acoounted for only in oompl«anoe w1th tax regulatlons

MEMORANDUM ACCOUNTS

These have been entered in- the financial statements in compllanoe W|th Aqoountlng_;

- Standard 22 of the ltalian board of registered. certified accountants (Dottori Comm

‘ Ragionien). "‘Guarantees given™ (entered at’ thelr full amount) include’ the ‘value ,,-of" :
s;for dlrect

: guarantees or other securities issued by the Company or by msurance oomp_._,
or lndlrect oontractual obllga’uons of the Company
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NOTES TO THE BALANCE SHEET

ASSETS

B) FIXED ASSETS

These total €/000 613,956 (€/000 757,358 as of 31.12. 2003) The

historical costs;, equud_tng the releyant amqrtuzgthn and deprectatlon rates;

" is' mads up of
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- E Report 5 ~Changes over the petﬁd Reﬁd as
ahies ) 31_‘2.2003 Reclassifications{ tncreases | Decreases| Wiite-downs| Capital gain'(floss} |Ameodization and depreciation 3 1:_‘”“
Tanghe Assels. . . - .. 1373 (455, ¢ U3 S5 LRI
Tangbie Acsel - vy Trnslortle soas | 17| assm  agw -52 B Xus| 89S
ivestments 216578 S TN 9 4B |
Totat ISR 1 nne] s 1 “ansl . 40311 . 613956
B 1) INTANGIBLE ASSETS :
These amount 1o €/000 374 830 (€!000 419 958 as of 31 2 2003) >
Iutangiblo assets - Historical cost B
. Cllaages over the peﬁod
Report as of Reportas of
Values la €000, 31122003 | Reclassifications | - bacreasos " | Write:downs [{ecressesl| 31.122004° ...
1)Sla¢wpandewpansaoncosts 3w I R ¥ic-1 L - - v RFW/L e
2) Research costs . e ; Y P - 118
13) Patants o 4 R
) Softwars Pmducts . .. 18451 - 5493 7 -
) CONY Software Products S . 97 N
- < CON! Sgftwars Development 855 . =1 o]
) Software Develipment 25399 - §701 -
4) Concessiens, Bcenses 5064 - 2368 £33
<) Sogei Goodwill 36978 | . N .
Tiis Goodwlll 13 -0 * .
- ) COS Goodwill .. 70 - - 2
. JEIS Goodedt 137 - -
i =) TYCHE Goodwill - . 201959 |- T
'#B)Fuedasss!smdardevelopmemandadmes o 0 L - .
7)0(1,9,3 o ¥ AL 1.
[ -—)uasehoidunwmnwrﬂs . S 574 - o, <30 T
~)Sys(emcos(s . 3up9f . Lo -
-) Other Intangible Assets 33971 - i- R Ry & a
: _ YOTAL] __esesrs| S N S ¥ ) 3
4 RERTR R " latagidte Ase&‘Ama;!izédon Fund™ Ao ; R :
i \lalu« mema S ‘S;'P :22‘:;;( Othec c}m}\ge; Rog(_a_fc.iﬁcadgu:é Au(‘e'i-qé‘i(iéc@‘ uommcs—k;'p;;' ;;:I‘:A » :
1)Sxart—upandexpamn cnsts R R - 5 - T RAL8
2) Researchi costs ©- - TN 118 Y EURREREE § t- 1 AUV
deeds . e \ o e
9 Software Products 1366 ° BRT: T T
-} COM Softwars Products . ® 3 B4
. »)CONlSot\wamDevelnpmem 1 N - 1)
- Y Software Development - ;0 ;1 i "4 40
l)Cotwess:ons.chses as2) . 1p4s
5) Goadwil : 1 . .
-) Sogei Goodwil - »om - - 8 -
<) Tris Goodwill a - - 281 .
-} COS Goodwill ‘T30 . - - a}
<) EIS Goadwilt 551 - - as{-
, -) TYCHE Goodwil 271 I - - . 4BST2
7) Others C N L o
: -Jleasehald impoverents ;| - 48541 - - R i)
) System costs ToF o samel - L. ol:
-) Other Wang:bleAssﬂs I < Y - i 27481 .
JOTAL 231 - - 61,141
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_“Start-up and expansion costs”, equal to €/000 4,386 -(€/000 6, 052 as of 31.12. 2003)

_ comprise the expenses mcurred for capital increases amortised over five years and the

costs associated with network expansion. These latter are made up ‘of the.one-off payments .
made. for the start-up of the new bet collection points and, the. costs incumred for trammg.

‘those operators which have. been authorised by AAMS to-manage. the Lotto Game. The

increases of the year amount to €/000 1,032, of which €/000 350 concerns the capitalization
of contributions to AAMS relating to the video lotteries, whereas the remainder refers fo
|mprovements in the existing operatmg capacrty :

*Industrial patent and lntellectual property nghts amount to €/000 5 694 (€/OOO 4,160 as of 4

- 31.12.2003) and mainly comprise software products and software development acquired by

third parties. The increases of the year-comprise software developments acquired by third

‘parties, and their most significant amounts relate to-implementations on the software
requrred to operate the Lotto Game :

‘Concess:ons Ilcences trademarks and similar rights” amount to €/000 1,206 (€/000 521 .

.- as of 31.12.2003) and refer to licences for use. The increase of the financial year (€JOOO
© 2,368) mainly relate to licenses for entertainment games.

"GoodWIl/" totals €/000 356,627. (€/000 404,842 as of 31.12. 2003) €JOOO 355 044 of whlch'-'. .

includes the net value of the merger differénce on the. absorptlon of Lottomatica by Tyche
The amortization is effected over the resndual hfe of the Lotto Game concessuon (expires in.
March 2012). C ,

The remaining “Goodwill ltems'rnetttdeAtt\e{ Qoodwull relatrh':g' © the acquiisition of the

“Games” division of EIS S.p.A. (€/000 551) occurring in 2002 and of the branch of business
of the subsndlary company Twin S.p.A. in Ilqmdatlon relating to the management of the Tris' -
pari-mutuel system (€/000 1,032) occumng in 2004 The related amomzatron has been '

effected overa ‘period of five years.

“Other lntangtble assets” refer to “/easehd/d lmprovements for costs lncurred 'o'r‘l teaSed

- assets. They have been amortised-on the basis of the contract term. The item also includes
“the amount of €/000 1,315 for additional charges relating to the issue of thé denture loan

_ net of the related amortisation effected on a straight:line: basis over its duratton (expmng in
December 2008). The item also includes the amounts accounted for in relation to- the.
improvemients made in the course of:the financial year to the bunldlng that wrll host the new -

- companyheadquarters starting from 2005 (€/000 1,645). . A
- The item"also includes the amounts- paid to AAMS (€/000 850) for- the re-launch of the

sports ‘gaming. ‘Amortization has been apphed on. the basrs of the duration of the"

concession for the Totocalcio game.

~The most -important increases over the financial year mclude €/000" 4000 for the.__l
development of the “intelligent network” connected to the Lotto Game and €/000 1, 645 fori__;_

the mvestments for the restructuring of Lottomatlca s new. offices. :

The write-down for the financial year relating to the |tem “Ieasehold |mprovements (€JOOO“
330) relates to change of Lottomatica’s registered office, whlch should take place wrthln the

first half of 2005.

B TANGIBLE ASSETS -
These total €/000 88,688 (€/000 120,822 as of 31.12. 2003)

The Company has taken advantage of the regulations provnded by Law- No. 350 -of 24 .

December 2003 regardmg the voluntary revaluation of busmess assets
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Accordlngly, plant and equnpment purchased in 1999 and 2000 have been revalued via a

reduction in the related accumulated depreciation funds by €/000 25, 733 The additional

value allocated to these assets reflects their ‘productive capacn‘y" and thelr actual
" eéconomic itility™ to Lottomatica.

The composition and variations are analysed as follows .. ‘
e Tangible assets €/000 28,773 (€/000 13,793 as of 31.12. 2003) The tables below set
out the composition of this item as ‘of 31.12. 2004 with a separate’ indication of the
. historical cost and the accumulated depreciation.
Acqucsatlons for the financial year,amounted to €/000 6, 933 and the’ mam component

was that of investments made for the supply of access points (PDA) intended for the.
collection of the video-lotteries.

The reclassifications (for a net amount of €IOOO 19,438) lnclude
- . reclassifications in the tangible assets (€/000 2,334), concerning.assets purchased
- in previous financial years and entered into service in 2004; ‘
- reclassifications of assets from “freely transferable assets” to tangible assets {€/000
19,438) due to the différent use intended for the assets. These: assets are
reclassified together with the relevant depreciation accumulated in the prev:ous
ﬁnancual years (€/000 3 868) :

- Report  as Changes over thie peried - - - 7T Repost “as :
TauglbleAssetsW).-Htshnwl cost 311M Reclassifications | Increases. ;vo:(:; Decreases 3”;‘200‘ .
1) Land and buildings i . - - - - 1 N .
2) Plaat and equipmen 15513 1772 6527 V=2 Y
YPrnters and PC. - o - 771 I - SE28 e - 1AW
) Printers, P.C., CONlServer o4 mesp . L. 20200 ] RN
)Barcodareaders - AETES N 152 6 1si8 |
‘) Metor vehicles o s et b o B I R 1 2L 8
)Plant and equlpment Se8{. IR ST -, SRRy L1290 |
) ‘3) dust and" quipment . EEE R o
14 Otherassats” 70 2T T ne T ) 307) . -243): 2] 1066}
- firnture and filtings - 0 AT RN - -5 B Coroesy L o <1 4 IR = N
<) lowvalue capital goods o . m L ... .0 (] - 1 |-
Qleed assets under construchon and sdv-ances - 2951 T23341 0 . . 616
! TOTAL -MGS R 19,138 § 6.933 2430 0 AA8% L - 447108 )
R Repatt  as Changes aver the period
.jl_'eggihl{llsejtsﬁﬂﬂll)tf%nepre“clat_ién fund 3. 12“2”3 Raclassifications | Depreciation
1) Land and buildings R s i
;|23 Plant and equipment - . A 628y .. - 38688 SE-PAIAD 0y
_ -JPrinters and P.C. ’ - w8l -1 606}
-) Printers, P.C., CONI Server ’ 4138 3558 'S 14
<) Bar code readers =8
-) Motor vehicles ) - R 1| - L2
“-Y Plant and equipment -~ : ’ BN | - s
+ ~{3) Industiial and business equipment S o] R -5
4) Ctherassets o e . 448 04> 108 | -
‘| fumiture and'fitlings ] -T i
_-).low value capital goods - . juid 0 0
TOTAL 5,576 3868 5825

Sales for the ﬁnancual year had a net value of €IOOO 1 455 and almost totally refer to (€1000;
1,378) terminals purchased in the financial year and sold to Consorzio Lotierie Nazionali.

The write-down for the financial year relating to the item “furniture and fittings™ (€/000 243)
relates to change of Lottomatica's registered office, which should take place within the first -
half of 2005 “
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. Freely transferable assets €/000 59,915 (€/000 107, 029 as of 31.12.2003)

These relate to fixed assets used to camry out the Lotto Game activity, to be transferred .

upon demand, to the Mlmstry of Finance at the end of the concession.
‘These mainly relate to Company—owned assets on gratultous Ioan for, use to third
‘parties. .

The tables below set out the composrtnon of this item as of 31. 12 2004 with a separate
lnducatjon of the htstoncal cost and the aocumulated deprecratron '

FuolyTnus(em_MoTangible Aseets - Histarical | B i e pated —— “Report
e N*W} o 31122003 ‘Redlassifications | lacreases | Decreases ‘Wiite-dowas |- 31-_1'2'_2‘”4'
1 Land and buildings ’ I ' o
2} Plant and equipment we2ss| 2l aml . e o wdom
3) tndustrial and business equipment : - -
4) Othor axsets ' : SRR -1 I S I 1 ol % 2725
5) Fixed ax=cts under constriction ad advances | - 253561 mam| T us 0 1632
TOTAL{ 434486 . -H43 4897{ - . ass0l . - -38| 418360
~Freely Transfemble-TangiMe Assets - 5 R'-‘P"'" - __ Changes over the period . -t’(epo{n
D‘P“d““’“ fund (000} - | 31;;;'003 Reclassifications | Increases | Decreases 31‘:;;«'”
1 Lo and bt . R D
2) Plank and equipment 24835 3558 %259 wr|  3mswm
3 tndistrial and business equipment B o | - g
) Otherassets - oL . 2sxn of - - R SRIENE Y - 1 I
K o TOtAL| - 3zast|{  ases| . 335 _ -lass 38 e6] -

The rectassrﬁcattons (for a- net amount of €/000 19 438) include rectassrﬁcatrons in the
freely transferable assets (€/000 19,439, conceming assets purchased in previous financial

years and entered: into service in 2004) and reclassifications of assets. from. “freely .

transferable a@ssets” to tangible assets (€/000 19,438). The latter reclassifications are due to
the different use intended for the assets and the assets are reclassified together with the
relevant depreciation :accumulated in the previous financial years (€/000- 3, 868)
particular, the reotassﬁ'catlon highlighted in-the item “plant and machinery™ {€/000 2)
‘ represents the, net effect over: the financial year of the reclassrt' cations made within the
same asset category and the reclassifications made by “freely transferable assets™ to
tangible assets. The two types of reclassifications are not correlated.

The-increases over the year refer to the aoqursmon -of termmals and pnnters to be destlned

“to the nétwork of bet collection points.
The. drvestltures over the financial year, havung a net book value of €/000 66 refer to the

restructunng of secondary oft' ices.

: leed assets under constfuctlon (€/000 7,632) relate solely. to termlnals and pnnters that
have not yet been installed at bet collection points. Since these assets-have not yet entered
into service, they have been classified as "Fixed assets under construction” held by tturd
, partles on consngnment : :

There are no llens or oharges over tanglble assets and no assets are due to be sold as of -

' 31 12 2004
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B |l|) INVESTMENTS

Investments amount to €/000° 150, 438 (€/000 216,578 as of 31.12; 2003) As provrded for by
Article 2427 of the Italian Civil Code, the table below show the variations in long-term

: mvestments occumng in the fi nanccal year

. ' Report a5 of 31122003 Changes over the periad Report as of 31.12.2004 | -
lovestments (€4000] . Cagpital gainl ... . =
: K %  : | Increases | Dacreases Wiitaldowns{ Baok B I
. Vd"fe- . jOwnecthin) . - o o S - “value % Ownership .
1} Equity Investmeats: . - - — 1.
a) Subsidiaty compadies 216,178 240 £6,726 479 152§ 150,018 [
) Lottomatica Rialia semizi S.p.A. 7.8 9254 B -1 + B EZ) 1~ S
) Lettontatica-Sistemi S.p.A. ers} . wawd - Coey : - 87! mryg -
JTWINS A : 8ul. - 1me - -7 .om - cefe .
-) Ciematica LS il - - : . NN -7~ RN 1% S
jeBc . B (643334 80.0% - 64000 3B - B ER ’
-} Consorzio Giechi Spoﬂm L P - 85.004 - oo . B5). LB
-) Consorzio Letterie Nazionali v.o; [Tz - - ume) - ews -
-4} Lottomatica Argentina .4l 0074 . - 4 -l wawg
- Lotiolating Venezuela ; wWep . WAoo - - -5 - L -onaed L
-) Lettotatino do bmsil . 3f . vaed - - -3 - .oy
) Videclot Gestione * e Lo -1 8 ’ - i1} T weod
-) Triplet I8 N | vol. . owewd
3 Sed Muttitel S.p.A 2004 20,07 - - - 2004 A
d) Other companies 104 -~ 104 R
<) imprenditori associati o 3674 - B 173 ORI 1~ R
2} Receivables: : - - - R '
d} from others ° o - - R
- -y Guarantes deposils .~ .1 | - s S LI - ‘138
j TOTAI. 216,578 £6,781 1 - 4791 -1521 150438

. .314

Equity investments in subsidiary compames
_ With reference to the variations occurring during the financial. year lt is stated that -
. oin Decémber the liquidation process of Twin was concluded resulting in a capltal gam‘:'
of €/000 812;
othe liquidation process-of the oompany Lottolatino Venezuela was conoluded .
oon 13 May the Company’s Board of Directors resolved the voluntary llqurdatJon of '
- - Lotto do Brasil and Lottomatica Argenting;,. . .
oon 28 July 2004 a.deed for the transfer of 50% of GBC s.a. was formalrsed wrth Clrsa ,_
The transfer price was set at € 64 million. The transfer was completed m
September and resulted in a capital loss of €/000 333;
othe companies Triplet-S.p.A. (25 May 2004) and Videolot Gestrone S Ny A (16 :
“November 2004) were established to manage the entertainment. games; ,
o o_on 24 February 2005, the Board of D(rectors of Lottomatlca Slstemr S pA resolved to
. pay adividend equal'to €/000 3,800;. R
" 00N 22 Febwary 2009, the Cirmatica's’ Board ‘of Dlrectors resolved to pay a dividend
equal to €1000 3 664 . . .

' Equ:ty investments in other companles

The entry value recorded for the equity mvestment held in Imprendlton Assoc:at/ is. entlrely
covered by a ‘proyision for- wnte-down of equrty mvestments m connectron wrth the

_llqurdatton of the mvestee company

The table below reports the list of the equrty mvestments thh the detalls requrred under.
Article 2427 of the italian Civil Code. I oo
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— i
€0 ;- Offico ' onctiel] Pesirves. | Pt fortho| unerstin | 800k ¥k (9 5056 pragyacha,| o103
Subisidiary Companies - ) : . - K .
<) Lottomatica tafia Servizi S.p.A. | Rome .25 . 5741 . 748t RER] 713 14%1 PR A1 % & J i
-} Lottomatica Sistemi S.p. A Rome - 5,165 3554 ° 3293 100.0% 8719 . 8537 182 -
+) Consorzio- Giachi Sportmi ~-Rome - 100 - 85.0%| ;3 a5 -
-} Consorzio Lotierie Nazionali Rome | 16000 .45 - 63.0%| 16080 10052 . 2
<) Trighet S.p.A : Renre L1220 - 46 100.0% 120§ 120 I
-~} Videolot Gestione S.p.A. - Rome c.- 1200 - -16697  100.0% 120 12 - -
) Ciimatica . Barcelona S5 72043 . 4072 00% 121782 127507 57551
-) Sed Multitel S.p. A Mitary 800 60 2 20.0% 2004 i p2.:} R 443

The higher book value of the investee company Sed Multitel S.p-A., as compared 16 the

shareholders’ equity as of 31 December 2004, adjusted pursuant to Article 2426, paragraph
4, is supported by economic valuations that confirm.the highér current market value in
consideration of the context in whlch it operates its value generating potential and its .
prospective income eapacity.

So far as the newly established compames are. ooncemed it should be noted that the»

losses. over the period have been allocated to a specific provision for wnte—down of equ:ty .

|nvestments among provisions for risks and charges

~ .

Due from others = . ' : .
These amount to €/000 315 (€/000 296 as of 31.12. 2003) and malnly relate to guarantee

deposits for tenders, leases and utilities executed by Lottomatica, as well as.tax credit-for . o

tax advanced over staff severance indemnity (pursuant to Law No. 140/ 1997).

C) CURRENT ASSETS ' ' R
These. amount to’ €JOOO 400 553 (€/OOO 339 685 as of 31 12 2003) and are .ma__‘e up as

follows: N

c INVENTQRIES T _ ‘
‘Raw materials, $eco dary materials and consumables o

These amount to €/000 379 (€/000 423 ‘as of 31: 12. 2003) and- relate excluswely to
: mVentones as of 31 12 2004 for actwmes oonnected to the sportlng bets : .

CI) RECEIVABLES T Lo

‘These amount to €/000 150, 836 (€/000 161 596 as of 31 12, 2003) and tnclude

o - Duefrom customers
‘These total €/000 5,552 (€/OOO 9, 563 as. of 31. 122003) “This amount has ‘been:
entered net ofa provusuon for bad debts of €/000 7, 222 The most S|gn|ﬁcant Values

" refate to:”
> €000 943 (€/000 3,178 as of 31 12 2003) for amounts due from the Tax Authontles

in relation to the commission payable from the fast competltlons of the year. Thls" .

-+ latter amount was.collected in full in January 2005 o
> ~€/000 4,609 (€/000 6,341 as of 31.12.2003) are almost entlrely made up of‘.
" receivables from the acquisition” of the “Games™ division of EIS S.p. A As mentiol

above, the amount is accounted for net of a provision for bad debts of €/000 7,222
(€/000 2,500 as of 31 12. 3003) entered to cover, bad debts and calculated wrth
“prudent’ apprematlon S Lk
The composition of the accounting-values refers to:

= €/000 2,154, €/000 2,152 of which refer to Sarabet S.r.l. for the fees due for the .

management of the Tris pari-mutuel system;
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= €/000 582 of recervables due from operators in the context of activities connected ’
with the video lotteries. The amount relates to fees due and not yet pard and have
" been calculated on the basis of the signed contracts; : :

= €/000 1,513 (net of. provrsron for bad debts) essentrally ‘refer to the: recervables
--deriving from' the service activities for horse racifg and sportmg bets adjusted ’
_over the ﬁnancral year to take |nto account possrble bad debts :

o Due from subsrdrary compan:es : L R P
_ These amount to €/000 75,717 (€/000 85, 091 as of 31 12. 2003) Specrﬁcally,

. . it Recﬂvabd«,' Lo TR
. Trado recewables N Financial receivables R .
Veluesh €. ; G DS - T e o ; T otes - ) -
. m‘:mwt?m Wathin 12 | Beyaod 12 Omidends Wihin 12 | Beyond 12 | . . L
- L ¥ mocths |, tocthe 4 owths { months ’ o
<) Lattomatica Sistemi S.p.A 5 E21Y] wogs| 7 3pof- 1227
-) Lattornatica kafia senizi S.pA 3851 1.
J Cimatica R " ) ) ) :
JConsorzio Glochi Sportii . | -3 TR 1) R
| ) Cansorzia Latteds Nazionak BEB. . 10185 e ’
<) Triplet ' : U n
) Videokt Gestions x . Lo
IVetobitinbormatica . - | . . ) : o . 54
JUS Finsnzieda ’ N A ) . ]
i 'mz.er- »15179i .. 10985 7454 BAT] B ]
T T - ! ) - aasm] ..

Trade receivables amount to €JOOO 28,258 (€/000 11 029 as of 31 12 2003) and refer to the '
re-chargmg of. advertrsmg costs; and. to admrnrstratrve ‘services (occupation. of premises,
seconded. staff etc.) for.activities provrded in.the context of the ordinary business activity
‘and of the contracts entered into with subsidiary companies under market conditions.

-The. increase .in this item is attnbutable to the. entry of recelvables due: from Consorzio
Lottene Nazionali. not in operatron as of 31.12.2003. S s i

Flnancral recervables amount to €JOOO 47, 459 (€1000 74 062 as of 31 12 2003),_ The most
significant; items refer to: . '

« Lottomatica Sistemi’ SpA €/000 32 116 (€jOOO 30 931 as of 31. 12 2003) ‘of which
€/000 16,098 refer to the loan:granted in 2000 under market conditions for the .
acquisition of the.CEZ (the pait of the loan payable beyond.12 months.is équal to €/000.-
*10,985), €/000 12,217 refer to the receivable deriving from inter-company cash pooling -
while the remaining amount of €/000 3,800 relates to:the dividend that the subsidiary. -
..company. will pay. out:over.2005 as resolved by the Board of Dlrectors at the meetrng*;’
; held.on 24.February 2005. . o

= Consorzio Lotterie Nazionali €/000 10 165 for the remarnder of the |oan granted in Julyz_; '
2004 under market’ condrtlons for the start-up of the Concessron mcludmg interest for
" the period (€/000.264).

« Cirmatica €/000 3,664 (€/OOO 41,754 ‘as of 31.12.2003) refers to: the dividend for the
- 2004 financiat 'year that the Company will pay. out over 2005. as resolved by the Board n
of Directors' at the meeting held- on 22 February 2005. Dunng the previous ﬁnancral._
year, , the subsrdiary company had approved a drvrdend of €/OOO 41 754. L

. ‘Taxrecervables S R Rl
These- total’ €/000. 22 084 . (€/000 10 940 as of 31.12. 2003) €/OOO 13 629 refer tO .
- receivables due from the Tax Office for IRES' and IRAPZ whrle €/000 7,615 refer to
VAT credit. '

1 {Imposta sul Reddito delle Societa = Corporate Income Tax}.
[Imposta Regionale sulle Attivita Produttive = Local Tax on Productwn Acnvmes]
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. Advance taxes
' These total €/000 32,621 (€/000 45171 as of 31. 12 2003). The ttem exclusnvely‘
~includes assets for. advance taxes, Net balance refers to:

. €/000 15,216 to_the amortlzatxon of the net- dcfference on the merger by
, rncorporatlon of Lottomatlca in Tyche;

€/000 3,455 to the write down of the mvestment in Lottomatlca Slsteml Sp A
€/000 4,132 refers to Sogei goodwill amortization;- .. ... . . :
€IOOO 1 571 to the write down of Toto 2000 reoervabte ‘

The decrease of €IOOO 12,550 with respect to 31 December 2003 is determmed by

. the combined effect of entering advance taxes of €/000 5,423 for 2004 and the use of
‘advance taxes of €/000 17,973 entered in prevrous years: For more details, reference
iis made to the relevantanneéx. . .

s ' Due from others
These amount to €/000 14, 862 (€/000 10,832 as of 31.12. 2003) and are made up as
follows:

" €/000°651 (€/000 4,995 as of 31.12.2003) relating to the’ amounts to be-paid- byf i
- thé bét-collection points for the collections from-Tris’ bettmg and games relatmg_ :

€/000 9,834 (zero balance as of 31.12.2003) relating to the amounts o be paid
by the operators to the extent paid in advance by Lottomatica by way of Unified
State-Tax (PREU) in the context of the concession obligations related to the -
collection for video lotteries;

17 'to sporting*events. The figure has been entered net of a provision for bad' débts® -
~of "€/000 3,089 (€/000- 1,520 as of 31.12; 2003) The ‘higher ambiint ofy_the -

_ No recelvables have been entered Wthh are collectable beyond 5 years

¢y CURRENT FINANCIAL ASSETS

T complex contractual relatlonshlps with the bet collection pairits;

(eooo 3, 144)

- ~provision ‘for bad debts-relates to the ‘entry of thé amounts denvmg from the.;' s

acquisition -of the Twin branch of - ‘business. The" provnsron for bad debts asa"
whole is suitable to face possible losses on receivables, also in r__elatlon to the

€/000 4,377 mostly relate to the net fi nancral recelvable due from Blhgd Plus*-'”

Theramount: enteréd-in-the financial statements, equat to" €1000 64 129 mcludm ?'the _
purchase cost and “the interest accruing over the penod refers to mvestments in

govemment secuntres exprnng m 2005 Specrf calt}r " R

lssuer L Ryrchase Date| ExpiryDate "|.. .Cost: ,ACC‘Z‘;,;;S“" _ ,]_"atal'".--‘
sy | GEOIOOA|Temaame| 495 | T - 24| - 49n] v
Tréasury: - 08HO004| 15042005 984 |- 492 T egmz{
[Treasury . 0810/2004] - 16052005 - 98732} . 497 | u98210
Treasury 15/11/2004 - 1500812005 98215 279 98475
Treasury © 151112004 141072005 98038 20| ..98299]
Treasury 21004} - 1sm1000s|  19566.1) . . . 488 19120
. | eeneal - 228al - edaze2]s
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C W) CASH AND EQUIVALENT ' ' ' '
This item, equal to €/000 185,209 (€/000 177,666 as of 31 12. 2003) relates to bank -
~ deposits (€!OOO 185 189) and cash (€/000 20)

D) ACCRUED INCOME AND PREPAID EXPENSES

The item amounts to €/000 6 700 (€/000 7, 486 as of 31.12. 2003) and is made up as - ’

follows: ‘ :
- prepaid expenses of €/000 5 779; :
~ accrued income of €/000 149; o
- discount on bond issue of €/000 7727 €/000 578 of which refer to costs |

beyond " twelve ‘months. - For more detarls reference |s made to the' '

Management Repoit.-
n partlcular the table below provides sets out a break-down of the costs beyond 12
months which make up the balance of the prepard expenses k

-“Accrued income and prepald expenses” as of 31:12.2004 mclude the vatue of the-bétting
slips and receipt vouchers to be used in the next-financial year. Specifically, starting from"
the 2001 financial year, Lottomatica has made use of a computerised system allowing it to
check the number of receipts held on deposit in’ the warehouses of Arianna 2001, the
company concerned with the dlstnbutron of- paper—based materials for Lotte Gamé'all over
ltaly.

The amounts relatrng to CONI refer to the prepaid annual concession fee, conceming the
2004/2005 football season, which the company pays in advance to AAMS on the basrs of
CONY actrve bet collection points. .

) ‘As of 31.12. 2004 there were no accruals deferrals and drscounts wrth a resrdual duration
.beyond-5 years entered in the ﬁnancral statements : »

| Report as of : Rep_or! as of 31.12.2004 -
Prepaid expenses €000 3 512 2003 Within 12 Beyond 12 T
: . otal
: ) : months months

Guarantees 268 154 . . 194
IBetting formsfreceipt vouchers.{ 3938 3892 : 3,892
Others . 515 299 ' : 299
Coni ) 1795 1434 1434
Insurances ) ) 3 -
TOTALl 6,519 5779] - -~ 5779
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'NOTES TO THE BALANCE SHEET ASSETS REGARDING RECEIPTS AND PAYMENTS

(PRESIDENTIAL DECREE No. 560 OF 16.09.1996)

' The administration of receipts and payments by the Parerit Company under thepowers -
granted by the above mentioned Presidential Decree No. 560/96 is.discussed below

The total asset Balances €/000 479 859 compnse the followung -

RECEIVABLES

These amount fo €/000 19,100 due from the operators of bet collectlon pomts in relat:on to

sums collected by them, net of wmnmgs and their commassuons

CASH AND EQUIVALEN T

. These amount to €/000. 460,759, as .of 31 Deoember 2004 and reﬂect the- admlmstered.;

recelpts held on bank and postal acoounts VR I S A

€1000 385 679 ona specuf c current account held w:th Banca lntesa S p i L T

€/000 75, 080 ona speaf ic postal account. .
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LIABILITIES

A) SHAREHOLDERS’ EQUITY

This arnounts to €/000 290,744 (€/000 419 341 as of 31 12 2003) The table below sets out
a break-down for 2003and 2004 financial years: )

-

. Share capital

Sharé capital amounts to €!000 88,939 (€/000 88 809 asof 31.12, 2003)

'"— T "‘—MT"' - ”’r B A CResewes T T Oymg T/
- ey soveroonl oot | o | % | "
A1 the beginning of the previous financial year X 0 - ol sl maml 0 e I T
Alocation of eperating rosults . . 3480 3490 1l
mamﬁup«mm ’ ) EECRE T ¥
- Other alocations * o) ] atm o A
“lodher changes - - 0Bl 3065 o uted-
Restfts fom the previous cancial year ' ' 280 =
. 18tthe ead ofthe previows financial year ®ie| sl sk| s ] aman| -
- Distduton of didands (€ 20 per shac) ] ‘x| asm| | | .ss| vl
Gt locatons ' , | BEERERE TR
 {Gites changes ) o 1mn T oism|
Results fom the cument Bnancia year o . ) 719 7,119
A1 he-ead of the cxivent financial year wan|  am A4] 16800 ) an] sy

- This amount was constituted following the exercise of 130,000 options ln"""2004 ',
conceming the stock optlon plan, for stock options assigned on the:basis of the "
regulations resolved by the Board of Directors in its meeting held on 11 June 2003.
As:of 31 December 2004, Lottomatica share capital, fully subscribed and -paid Up, |s
represented by 88,939,280 ordinary shares, with a par value of € 1 Euro each ‘
Share capital is dlstnbuted as follows:

Sha'reholder % Ownership No. of shares held{- Parvalue € o
Fineurogames S.p.A. 55.116% 43019774 4901977471 T
Nuova: Timenia S.p.A 2.998% 26575806 ) 2857506 ). -
Toro Assicurazioni S.p.A. 6.973%| 5201736 | 6201736
Fldemy lnvestments Ltd 7.652%| 6805634 6805834 o
Markei 7.01%| . 24254831 - 24254831}
) _ 100.000% 88933260 | 83.9.39.280' C

« Share premium reserve.
This amounts to €/000 116, 080 (€IOOO 243 616 as of 31 12. 2003) and 1s brcken down as 2
follows: . :
Reserve as of 31.12.2003:
Distribution of dividends:
Stock options: . €/000 1,772
Balance as of 31.12.2004:  €/000 116,080 .

* Revaluation reserve pursuant to Law No. 350/2003
This' amounts to €/000 20,844 and reflects the effect of the revaluation recorded in

. accordance with Law No. 350/2003. The reported balance comprises: the reduction in
amortization and depreciation funds by €/000 25,733, net of the related substitute tax of
€/000 4,889.

€/000 243 616
" €/000 -129,308
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e Share exchange reserve

This reserve was zeroed at the year—end due to the full allocation of dwndends for
distribution paid out in Apnl 2004 (€/000 15,382 as of 31.12. 2003) :

s Legal reserve

This amounts to .€/000 1 7,762 (€/000 17,711 as of 31.12. 2003) growing -by €/000 51
compared to 31.12.2003 followmg the mcrease deaded on_approval of the ﬁnancual._

statements as of 31.12.2003.

* Profits carried over

The Company has not carnéd over profits since these have been fully allocated to the
. distribution of the duvxdend paid.out in April 2004 (€/000°3,450 as of 31.12. 2003) '

o Operatmg results as of 31 December 2004 ' :
The Financial Statements shows a net income of €/000 47,119 (€/OOO 29 529 -as of“- .

. 31 12 2003) equal to € 0.53 per share (€ 0. 33 as of 31.12.2003).

The table below' shows the ‘Shareholders' Equ:ty items™ with |nd|cat|on of thelr onglr_l,'fj'

possibility of use and distribution, and their use in previous-financial years, pursuant to art..

2427 of the Itatian Civil Code

" - TypefDescription {values in €/000] Amount:

Available
share

Uses in the previous three financial years ..} .. ...

-} coverage.

Losses

‘Dividends e

hdyest

Share capltal

Capital reserve -
Own shares reserve
Share exchange-resérve = -
Share premium reserve’ S
Reserve fram bands conversion == .. -
Reserve from paymants on account of 2
futyre” capital increase

Resetves

. Legal reserve

QOwn shares reserve -
Reserve from net exchange gains, -
Reserve pursuant to Law No. 350/2003
Reserve from exceptions pursuant to ex-
paragraph 4 of Adticle 2423 ‘
Profits camied over ) o
Resuls forthe pered . ... . .

17782

it

116080 -

116,080}

S

el
A7093]. ./

-153&

421 B3 AT IN

Total

—183,183]

0. 469846 . W6

Nondistributable share -
Residual distributable share

TV
166,748

" Thenon-distributable share’ of.the feserve pursitant to Law. No 350/2003 (€IOOO 834)

fefers to the substitute tax to be paid for itto be dlstnbutable
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+  Other provisions €/000 15,200 (/000 2.654 as of 31.12.2003). Specifically: .-

Report as of 31.12.2004 -

B) PROVISIONS FOR RISKS AND CHARGES

AThese‘ ambunt to €/000 24,256 (€/000 4,981 as: of 31.12..2003) and are made up as

follows:

j S " |Report " as Ch‘angeoverihepen’od 1 Report as |

Values €/000 T- of B 1 of . -

, { 31922003 Use Provislons | 34422004

1) Pension © 1,500 -4 10] 1,510

2) Provisions for taxes, including deferred taxes |- 957 688 7,277 | ) 7:546' )
13) other provisions B 2524f - -2328|  15004]. 15200}
- TOTAL] - 4981]. 3016 22,291 " 24,256

* Pension and similar costs €/000 1,510 (€/000 1,500 as of 31.12.2003) refers to the.
provisions made by the "Remuneration Committee”, and. appraved -by- Lottomatica’s. .
.-Board of Directors to cover the indemnities payable to certain Board members. should:-
their appointments be terminated. - . I e

 Provision for taxes, includihg deferred taxes €/000 7,546 (€/000: 957 -as" of:

31.12.2003). This item mostly comprises (€/000 7,153) deferred taxes at a rate,c}f
- 37.25% of the share for the financial year of the advanced tax depreciationﬁcalcu!ated

.- security positions. For more details reference is made to the relevantannex. . .. -

;% Provisions for business risks - T R S O
These amount to €/0001 2,029 (€/000 1,289 as of 31.1 2.2003).$howsranetjy:a'riation
of €/000 10,740 -due fo the allocations-made duting, the financial yéarto. cover costs

. related to pending ,ju_dic_iary.--p_toceedin93=-and» contractual ‘,difs_putes-‘-_,-}t:hat-.;may be

- - charged to the Company; =~ . . T T
* Other provisions D I LR T I ,
. These.amount 10:€/000 3,171 (€/000 1,235 as of 31.142:2003), show.a nét. variation
.. of €/000-1,936 and are broken down as.follows: . - .. . " T amle, -
- UUses- (€/000...1,077): €/000...603 relate -to the- closure...of -the - -prize-winning
" ..competitions. for which this amount had been allocated.in.the-previous financial year
" and: €/000. 146- to_ the -eenclusion. of the liquidation. concerning - the. subsidiary
company Lottolatino Venezuela.. ..~ ... ... e L
i Provisions. (€/000 3,013): the most important-items. were €/000 1,716.representing
losses recorded: in the financial statements as.0£:31.12.2004 for :the. ‘subsidiary
- companies Triplet (€/000 46)-;and_;'\[ldeo\lqt,Gestione {€/000.1,669) and €/0001,180
- representing.charges that may be charged to Lottomatica by AAMS in the context of
the video-lotteries concession. . . . . S

A
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C)STAFFSEVERANCEINDEMNWY :

- Values in- €000
Flnancual statements as of 31.12.2003 3,359
_) Charges for the year - 1ges
-) Other charges , ) - . éa
-) Uses dunng the. year o . - 975 . .
FInanclal statements as of 31.12.2004 | '_ . 4072

" This provuscon net of advances is equal to €/000 4, 027 as of 31 12 2004 (€/000 3,359 as of
31.12.2003) and has been calculated in accordance with current laws, collective labour

agreements ‘and’ supplementlng corporate agreements These |labl|ltles are subject to’

revaluation with the application of indices set by cuirrent law. "

The reserve has been adjusted to cover'requirements: aecruu_ng at the end of the fi nanc:al ,

year for the benefit of employees employed at that date

D)PAYABLES

>

" .amount in‘other.European countries. -

--on a’public basis. .

. These amount to €/OOO 699,153 (€/000 674 847 as of 31 12 2003) and are made up as
follows: ’

» - Bonds'issued €JOOO 360 473 (€/000 360, 473 as of 31 12. 2003) thls item relates to

the-débenture -loan, - including -acerued interest to ‘be- paid-in- 12005, which'was

. underwritten i London on 18- December:2003 and executed on'22 Dedérnber 9003,
-through- the*issue’ of securities (all placed) “and- the' simultaneous réceiptof the

proceeds. 56% of the placement was in ltaly, 9% in England with the remamlng

The issue was reserved excluswely for mstltutmnal 1nVestors excludmg fund'_ raising

The-bond . ylelds 4:8% wtth relmbursement in" a smgle payment on explry in

, .. December 2008. The: rmplrat rate for the entire-trafisaction is- 4.97%.- _

The discount on bond issue was €/000 972 and is recorded as a prepald eXpense

- net of the element accruing at 31.12.2004.- N

* Due to suppliers-€/000 91,481 (€1000 87,261 ds of 31. 12 2003) Thl’s ‘tem oompnses _

~ unpaid supplier invoices recorded-as of 31 Décember 2004 (€/000 66,783), as well |

Sas payables from costs incurred inthie period, ‘whose documentation ‘has been
“acquired.in-the months-following 31°December 2004 (€/000 34,698): “The- payables
are connected to:the ‘purchase of goods-and" serwces for the actlvmes -of the

financial year and investment programs underiway.-

- TFhe most significant amotints refer to: payables dué to supplrers (6]000 13, 159) in
~ relation to-advértising services,:to- Telecom {€/000 13,728) for fixed and: network
telephone, to Istituto: Poligrafico dello Stato>{(€/000 6,020) for:the- supply of receipt -

-vouchers, ' to':Mediafactoririg ' (€/000 9,848);- to.-BNL - Multisevizi - for- the “imonthly

".charges connected to the network to sort data from the'gaming terminals to'the CEZ

(€/000 5,076), to the Olivetti-Tecnost/Mael Group (€/000 3,250) and Arianna 2001

'(€/000-4,296) for the supply of the gaming terminals, pnnters and services rendered

and to third-party suppliers for technical consultancy services.(€/000 3,984).

‘Due to Parent companies €/000 14,294 (€/000 475 as of 31.12.2003).

? [Government Printing Office].
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These mamly refer to payabIes due to De Agosum S. p.A.. for current taxes for the
penod (€/000 13 702) As already mentioned, the company joined the Natronar Fiscal
Consolidation for the De Agostini Group companies following the resolution” passed

by the Board. of Directors on 9 September 2004. The' relatrons to be established
between De- Agoshm S.p.A. and the Compan:es Jjoining the “abovementioned -
Consolidation, including’ Lottomat:ca will be ‘govemed by ‘the Regulaﬁons for

‘ Partrctpaﬁon in _the National Fiscal Consolidation “for: the De Agostini. Group
Compames approved by De Agostini's Board of Dlrectors on 20 October 2004, in
order to achieve and confer the advantages deriving 'from the apphcatron of the
national fiscal consolidation referred to in Articles 117 to 129 of Presidential Decree
No. 917 of 22 December 1986, as amended by the abovementloned Leguslatrve._,
. Detree No. 344/2003, and to Ministerial Décree of 9 June 2004. -
» . Due to Subsidi iary conmipanies €/000 203,934 (€/000°'188,143 as of 31. 2.2003)» or
- activities provided in the context of ordinary business actlvmes and contracts enteredt
" into wrth subsidiary companies under malket oondmons S . 5

Specrﬁcally:
Payabfes
Trade payables . Financial payables
Values in €000 - :
Wihin 12 | Beyond 12 | lz“"“aemd o Cen : Others
months . morth manths months Peoﬁng Grants Others

-) Loftomatica Sistemi S.p.A. 12252 2
) PCC Giochi e servizi S.p.A. 162 .
<) Cirmatica ’ : 131064 .
-) Lottomatica ttafia sendzi S.p.A 7t : - 45041
-} Consrzia Giochi Sporti 7 ' mn
-) Cansaczio Litterio Nazianali 12834
-) Videalot Gestione ’ = :
) Totobit Informatica 30 ) .

- ' 14573 o] -1 aspn 13256 2

189363

Trade payables mainly include the payable to the parent company Lottomatica in
consideration of the provision of operation and management services relating to the CEZ of -
Naples and call-centre activities (€/000 12,252) and the payable to PCC Giochi e Servizi
(€/000 1,622) for the purchase of betting forms and receipt vouchers.

Financial payables include €/000 131,064 for the loan entered into with Cirmatica following -
the funds made available with the sale of Scientific Games in 2003 and €IOOO 45,041
representing the lnter-company pooling.”

It should be noted that the item includes the payable due to Cohsorzio Lotterie Nazionali
and Consorzio Giochi Sportivi for the operating grants to be paid.

> Taxes payables €/000 9,925 (€/000 11,027 as of 31.12.2003). This item mainly
includes the IRPEF withholding taxes withheld from the remuneration of employees
and consultants for December 2004 and /IRAP payables to the Tax Office. -
> Due to social security institutions €/000 1,653 (€/000 1,600 as of 31.12.2003). This .
.item relates almost exclusively to payables fo social security institutions for
withholdings charged to the Companies with regard to wages and salaries paid in
' Deoember 2004,

* Imposta suI Reddito delle Persone Fisiche = Personal Income Tax].
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. » _ Other payables. €/000- 12,965 (€JOOO 24, 570 as of 31. 12 2003) This itemn mainly ‘

“includes €/000 7. 967 for payables to employees (€IOOO 5,050 as of 31. 12 2003) for

fees accruing atf 31 December 2004 (productlon bonuses holcdays year-end-

" bonus), the payable representing the amounts to be patd to AAMS for economies
a pursuant to Article 9 of . Mmlstenal Decree of 15 November 2000 (€IOOO 1,500
. oompared to €/000 1,604 as of 31.12.2003), and.sums due and owmg followmg the
- termmatlon of. employment relat:onshlpsby mutual consent (€/000 1 977)
>. Due to affiliated companies €/000.4,428 (€/000 1,298 as of 31.12. 2003) The item

¥ ,_(eooo 4 220)

the activation of Totocalcm bet ool!ectpon pomts ‘at locatxons W|thout a si.ntable Lotto Game
terminal and €/000 1,412 for the deferred portion of fees and one-off payments for the
'subsequent period invoiced to the operators of Totocalcio bet collection points. . e
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MEMORANGUM ACCOUNTs et

~ These total €/000 194,283 (€/000 158,270 as o_f 31 12. 2003) and compnse guarantees of; :

€/000 78,710 and others of €/000 1 15 572

The most significant items relate to.

Guaranteés given (€/000 78, 71 0) comprrse

>

>

the guarantee given by Efibanca in favour of the Mrmstry of Fmance regardlng the'

Company’s obligations fo operate the Lotto-Game concession (€/000 9,456); .

the ‘guarantees given by Banca Popotare di’ Bergamo in favour of the Mlmstry of
: Fmance regarding  the Companys obhgatnons to operate ‘the - Video ~ lotteries
'concessron {€/000 12 385) and by Banca Antonveneta in favour, as'b 'fore .of the’
' Mmustry of Finance for- the licensé to manage the Activities and- operate‘the‘ network to .
 manage legal games via remote connectron usmg amusement and entertamment

* equipment (€/000'14,000);

‘the guarantees given’ regardlng Formula 101 (€/000 15 494) and other prdmotlonal
initiatives (Cinquinotto, telephone game and other games and pnzes totalhng €/000
2,221);
> the guarantees given for leases’ (€/000 798) L ’ '
> the‘guarantee of €/000°22,474 given to the Tax Off' ce regardmg the credlts utlhsed
under Group V.AT. arrangements
> the guarantees of €/000 282 given to Sogei regardmg horse racrng events

The |tem “Others" amounts {o a totat of €!000 115,572 and mclude

> Three comfort letters (for a maximum of €/000 3 920) given by Lottomatrca in

. favour of its subsidiary company Lis to guarantee performance of the latter's
contractual obligations with Juventus Calcio (€/000 2,582), Torino Calcio (€/000-
775) and Vicenza Calcio (€/000 258); and one comfort letter given in favour of its .
subsidiary company PCC Giochi e Servizi (€/000 305).

> Gold coins not collected by the winners of the "Crnqumotto prize game deposrted :

with Comit (€/000 120).

> Guarantee: amounting to €/0t)0 111,532 glven on behalf of subsndrary companies

regarding credit facilities granted by Banca Popolare di Bergamo of €/000 60,320
and- by Banca Antonveneta of €/000 26,734. : , .
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. NOTES- TO THE BALANCE SHEET LIABILITIES REGARDING. RECEIPTS "AND.

 PAYMENTS (PRESIDENTIAL DECREE No. 560 dated 16.09.1996).

The admmrstratlon of receipts and payments by the Parent Company, under the powers
granted by the above mentioned Decree 560/96, is discussed below. _

PAYABLES

These amount to €/000 479,859 and comprise: . - o

- .,_€JOOO 459 406 m proﬁts due to the Tax Authontres as of 31::
' ‘€/000 12, 264 due to the Mmlstry of Frnance s pensron fund

recerpts and payments net of tax charges and’ related expenses _ '
- €/000 730 for the payable to the licensee, €/000 1,146 for the premlum n _the fast

.. drawing and €/000 416 for the Sarabet payment erroneously charg )Y iBanca.,:

. intesa S.p A
- €/000 2 not yet pard to teIephone operators
- €/000 6,591 in winnings not paid as.of 31 December, 2004
- ... €/000 10 in uncollected amounts to be. pard over to AAMS\;

of a great number of winnings.
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A) VALUE OF PRODUCTION

‘NOTES TO THE INCOME STATEMENT

Thls amounts to €/000 542,384 (€/000 440 602 as of 31. 12 2003) Specnﬁcally

o Report ‘_Repar_t_ ) )
Value of production (€1'000)' asof " | asof - Changes
3422004 | 31122003 _ _ _

1} |Revenues from sales 504,043 430,112 73,931 SRR
2} [Change In inventories ’ 1.

4) [Capiltalisation afinternal constmcﬁon Ccosts : I L2950 2950

5} |Other earnings and proceeds 38,341 10,195 23 146

. Revenues from SUbSIdlar}' companies 33_;215 C 89161 24299 )
- Olhers L ‘HA%| o 1279{ 0 T 3847
L Total 542,384 |. 440,602 | 101,782 |

Revenues from sales and serwces

_These amount to €/000 504 043 (€/ODO 430, 112 as of 31 12. 2003) and are broken down

- as follows
. - - - Repeon . Report o )
‘i?Value of production (€A000) } casof asof - Changes _
. T S 00 | surege0s |0 |
1) jRevenaes from sales "1 504043 | - 430,112 73931 [ ¢
-')'Lo:to - 494206 0-F:< 1 B 1k o1
{3 Jretephone Lotto game ' ¢} . K
L Taxdise o . “rm|T . am
".')‘Bettmg services . 2my - 23] -e02|
RN 15 (1t A 2 _- . 28
E) vaelfng bet coliéction” pomt t B8l : 28
9 Benmg poals - : 3848 - 53004, -1354
P s 3w wss | 2073
T -} Vdea lottaries 582 - 5821

> €/000 494 210 (€/OOO 412, 835 as of 31. 12 2003) relates to revenues as of 31 Decemb:
2004 for. the Lotto Game oollect:on services provnded to the Ministry of: Fmanee‘o }

year for the services provided by Lottomatica;

> €/000 582 - relatmg to . the start up of actxvrtles connected to the wdeo Iott

: concessron v

‘ pools and from the” part of the charges ‘due from the 'bet collectlon pomts |n the ﬁnan 'al.

LL .-

~.As of 31. 12 2004, there are no revenues for tax disc collectton followmg the' transfer of the *
branch of busuness to the subsudiary company LIS entered in the financial statements;’
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' oollectlons from the F101 game were suspended followmg the Flnance Mumstry Decree of 1
March 2004. .

o Other earnings and proceeds

These amount to a total of €/000 38,341 (€1000 10,195 as. of 31.12.2003), €/000 33,215

of which refer to revenues from subsidiary ‘companies for services rendered by the

parent ‘company, mainly relating to. admmlstranve_servuces occupation of premises, .

seconded staff, etc -under. market condmons

B) PRODUCTION COSTS
" These total €/000 419, 426 (€/000 385, 913 as of 31 12. 2003) and are made up as follows

" “contracts and from - mtegratlon of

The reductlon of .th ne

\,ihe amounts spent dunng‘the"year ing relati
‘ ed\to 'adverhsung the Lotto Ga

s{atements
» Leases and rentals.

Thesé amounit to. élobb iO 137 ((='JOOO 8, 706 as of 31 12 2003) and relate to leases and_

. miscellaneous rentals.

oPersonneleosts.. ... . L

Ry

Raw materials €000 . | m : :?:fi u,,,g” .. Raw materlals secondary-
| e | newa | - | materials,  consumables” “and -
[Receipl vouchers T fepm|  Wa2[ ~ 2x9| goods €000 30,026 (€/000 32,085
Lotto betting forms | 639 ‘8% 1865 as of 31.12. 2003), for the costs
. {F101 betiing fomis - - L O N oonnected to the functioning of the
Tdsbetngforms - -+ * co 8l ek -T 8 Bysingss ‘system and stmcture The
CONI betting forms andlfecelptvouchers 2370 1205, 1165 reduction . with respect - the -
g’:ﬂ“ﬁ?’s . 4'?327 : 3‘5?2 8;? - previous year is related to ‘the
Batting serdces el il :811‘<_'»jsaV|ngs ‘achieved-  following the
: = TOTAL| 30026 |  32.083]. - 2859 “rénegotiation . of important supply

PCC GlOChI e Servm ln the :

‘ : : : Group.
Costs for services €000 asof : Changes
. | L2004
— o : . Prows:on of Serv:ces
m;:;::: gement K gg i 'g']gg This item amounts to & total of
Office costs ' o -7 2| €/000 204,909 (€/00019_5 211
JAssistanc for bet caliection points |- 17.592] 1745| @s Of 31.12. 2003). _
|Advertising and prommotion . 42888 L1 annexed table sets’ out a
Consultancy and provision of senices | - 27,192 | - 11927| break-down by’ expenditure
I‘“d‘;‘; bodies - <t it d < tois o 250 item . with . the . variations
ompofate’bodies = T Aele Ll ot 243 - RS &
Subsidiary compamessemcas_ 00 DR "1 I =<1 ,&é,'_‘compared Wlth the prevxous
Bankch.osts and semces B PR [ 1§ I § - )
Others 2 [ "5212 : :
TOTAL zm,sas 9698 ]
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) _These amount to €/000 39 247 (€IOOO 36 307, as of” 31 12 2003) the vanahon in
' comparison wuth the fgure as’of 31.12. 2003 ‘can ‘be explamed partly by mﬂatxonary

contractual dynamacs and parﬂy by the mtegratscfn of Lot(omatxca s manageme structures

The tables below set out a break—down of personnel costs and the make-up of“the work- ,

" force as’ of 31 December 2004 w1th respect to pontractual categones C
>~ ) . A
N ' Reoort | Hepot. | T .. .. |Employees | Employees
Wages and :;ata_ties €.‘000 - asof 'l asef  |"Changes | "Emi:’léyee_s'by catégory | asof - asof -|
I A T Latemafateaeas| T f | TN 3142.2004 | 31422003 |
Wages and salares- - 37 - | < 28076 v 25:819 22574 ¢ Exgcuﬁves o 42 47
Sacial security. contributions 9331 8774 857 | ~1Supervisors” i . T 14 59
Staff severance fund - 1605 1471 - 1341 iofice staff> 508 . 488
- {Pension - - - RS DY I
[Other costs 1. ... 23y . BTrE 20 am'?-'w :\:Sml BT MOm 62; ) 60:
i " Total 392471 36301 29461 e — : . '

_abovementioned cntena by applymg the rates stated in the table.
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31.12.2004
I)Slaﬂ-wmd-xpanshnms(s
1025 yous”
)
Values ln€l°00 OrdmaryAssets oo oyt Chan
31128003 -
2) Plantandequ«pmen( s ‘ 144 4.
.+ :{4) Qtherassets: . et e de 82l o iaoe
[ N N SR A TRt 2 oenoace . TOTALE 1,496 3294 .
y / - eir ho o . |RepartiasIRepotash o f poionn
_ Values In €/000 - Freely Transforable Assets™ ¢ *"of of Joi Den e ﬁ:"" :
. - 131122004 31.12.2003 | ) . h
2) Plant and equipment 36.259 . 40.225 -3.966 20% - 15%
14) Other assets . - 86 1381 52 12%
1 { TOTAL 36.345 40.363 |- 4.018 -
The depreotat:on of tanglble assets ~was -calculated acoordmg to the
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- The deprecaatron of- freety transferable: assets_was. effected ‘with : rates takmg mto{

- account their estnmated useful llfe accordmg to the abovementnoned ‘methods. .. .-

i Fér assets entenng into serwce in' the financial year, the amount of deprectatton was,
calculated on a pro-rata temporis bas:s ‘with reference to the date on’ whtch they"' '

entered into service. |

s Wiite-down of fixed. assets € 609 Thts entlrely refers to the wnte—down of tangtble_@
(fumiture and fittings) and rntangtble (leasehold improvements) assets conriected to

- the change of Lottomatica’s offices to take place within the first half of 2005.

= Write-down  of current receivables €/000 348: This has been allocated to .the.
. . -provision: for bad debts made to cover bad‘debts- exlstmg as of 31.12.2004 in -
+ relation to the amounts to be paid by the bet collectlon pomts in cons:derat:on oti the :

volume collected from sportlng bets

Change in lnventorres g ‘
- These amount to €/000 44 (€/000 135 as of 31 12. 2003) and relate- exduswely to
materials for activities connected {0 the services provuded to. raceoourses “and-horse
racing and sporting agencies,

Provisions for_risks €/000 455: the figure is the best possnb ,A_e_urrent e mate of

‘presurable’ ‘charges denwng from non-payment by ‘bet colléction poinis of the | pre_ ‘_et t’ee_f;

. on the volume collected for the Totocalcio game. The concession indeed, envisages a~
- pre-set annual income of € 200 to be paid-to AAMS for each sales outlet not bemg an ex-. -

“Toto™ bet collection point Iocated"in mumcnpalitses with a* populatlon of more than 1 ,500

inhabitants, as an advance on the mm«mum guaranteed cotlectton of € 8 850 per football C

~ season. ‘
Other provisions - S '
. These amount to €/000 1 739 (€/000 890 as of:31 12 2003) and essentlalty re

amount due to AAMS under the license:to operate entertainment games: “with egard to. -

the delays encountered in the actlvahon of the. gamlng ten’mnals
Other operating expenses

This item amounts to €/000 28,600+ (€1000 2,655 as of 31. 12 2003) The moﬁ sagmﬁcant' o
.amounts relate to the operating grants. (a total of €!000 16 806) due to-Consorzio Lotterie -
Nazionali (zero balance as of 31:12:2003) and to Consorzio” GIOChI SportM (€/000 292

.as of 31.12. 2003) _
“The remaining |tems lnclud ' - 2
"= provision of €/000 700 (€/000 495 as of 31.12.2003) to ‘cover the sums to be patd to

‘the. Tax Authorities for management economies deriving from ‘th? use _of the ‘network

for activities .other than. the. Lotto. Game. (Article 9. of th

- 2000 issued by, the AAMS' Director General). The amount has been’ calculated by
;_,applymg the criteria set forthf by the speual jomt oommlsswn establlshed pursuant to.

the abovementloned decree

v operate entertamment games W|th regard to the de[ays encountered ln the actlvat:on
. ---of the gaming terminals (€/000 1,200).- - - - o
.« “.association dues. of€/000 711 (€/000 290 as of 31 12 2003), e e td

o

€
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C) FINANCIAL INCOME AND CHARGES

" These amount to €/000 9,546 (lncome of €1000.24 993 as of 31 12 2003)

Values in#000 Changes
B)  Income from equily investments EUUPI 1 o 5-34259 el
 Ohwfooidincams s Y
.. maes:payaueandwuﬁmdem ET.Y"] S
ﬂIbns) Fareign exchange gains and losses 188
o S :,quql ) - -343;5,;*‘:.-.::‘~ ‘

Income from equrty mvestments €/OOO 7 465 (€JOOO 41 754 as of 31 1 2 2003) relate to the
dividends approved.by:the subsidiary company: Lottomatica- Sistemi:'S. pA (€/000 3 800)
" and Cirmatica (€/000 3 665 €1000 41 754 as of 31 12 2003)

Financial i mcome €/000 4 962 (€/000 2 506 as of 31 12 2003) Specrf calty

_.1,Vall.m,in 10000 AT asof | asof .-
. . Ll Fivyeout alTa Ao mum . mﬂm -
16) Other financial income -
Interest on securilies T 228
Bark interest REURE 173,466 ; - 1061}
‘ Interestmloantc&.bsrciarv(:mmee 12 . _1254 U
- f&fwnmomefmmstbstdarycm\pguw L 26 ?" 1 58
e At : : T otal 4,962[ 2.506 N

u:im e, i - R A

._»;‘:mewpwable

 leereat payabiie acd other financial chidcgex] ' .

Bondirtereamdcosts
Others .

medmhmbv&bsday&rpmaA Lo . f,‘_‘
Ofadwgssﬁu-nsl.bstdarymee

Total

- D) REVALUATIONS €/000:1,722 (€IOOO 18,696-as- oF3 1 12 :2003):"Almost all thrs *amount'f '
relates. to the write-down of the equity investments Videolot Gestiong. S.piA. '(€1000°1,676) -

on

31.12. 2004.

E) EXTRAORDINARY INCOME AND CHARGES
These amount to €/000 -25 408 (€/000 -31,398 as of 31.12. 2003) and represent the net
value between: :

14

and Triplet S.p.A. (€/000 46), effected on the basis of the results of the financial year ended-
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Extraordmary income €/000.2,487 . (€/000 22,987 as. of 31:12.2003). €/000 812 relate to the...

. capital gain arising from the liquidation of the mvestee company Twin; whlle the remalnmgj; _

amount relates to incorrect provisions made'in previous years.

» Extraordmary charges €/000 27 896 (€/000 54 385 as. of 31.12.2003). The most S|gn|ﬁcant '
~ amounts refer to: ,
« €/000 9,000 as against the proceedlng rmtlated by the Competition Authonty agamst :

Lottomatica. The Authority’s decision is currently under appeal:
« €/000 7,000 for the charges paid to Cirsa foliowing the sale of the equity investment o
- in GBC for the cessatlon of the commltments undertaken by Lottomatlca on the o
acquisition;
e €/000 4,760 for the extraordmary allocatron of funds to the provusron for bad debts m,w
‘ relatlon to the posmons denvrng from the acqursrtlon of the Games lelSlOﬂ of EIS
N .,SJ).A e B
e ~€/000 . 2 198 for amounts to cover corporate restructunng charges and retxrement':i"
‘incentives; RS
€/000 1,849 for the assessment of costs not accrued to the fi nancral year
€/000 613 -for ‘charges: connected to“ the closure of: operational aCthltleS‘ i
- Venezuela;
e €/000 786 for charges sustalned by Lottomatlca who took advantage of the tax’
amnesty procedure provnded by Law No 289/02 for the fi nancnal yedr 2001.

INCOME TAXES = : .-
‘These amount to €/000 39 162 (€/000 7, 536 as of 31 A 2 2003) and mclude.

=~ -current taxes of @000 20, 024 €l000 13 702 relatmg_ e_.IRES (€IQ
31.12.2003) and. €/040 6,322 fo:IRAP (€IOOO 3,759 as “of 31.12, 200, fi > year. .
calculated on the basis of current tax. regulatlons In 2004 the Company used up all
" . .earlier tax: losses f6rIRES: purpeses ‘ | t
=i advance taxes amotinting-to €/000::12,550 - (€JO@0 7, 476 as of 31 2t2@03) resultl
- from the combined &ffect of the- entry of-advance taxes: for:2004-0f:€/000:5; 423 and-y
~ the use of advance taxes entered in previous years amounting to €/000 17,973;
* deferred taxes amounting to €/000 6,588, arising by the combined effect of deferred
taxes on advance tax amortization of €/000-7453" and on dividends to be_collected. -

during 2005 by:Lottomatica Sistemi S.p.A. and Cirmatica. Gammg S.A. of-€/000.123 . -

and the use of deferred tax liabilities of €/000 688 entered in 2003 on{the dwldend'
from Cirmatica Gamlng S.A. collected in 2004 : : ‘ -' T

_'Reference is' made to the annexes for the reconcrllatlon of actual and theoretical tax

burdens and for more detalls on the calculatlon of deferred taxes. -

"NETINCOME. SRR N
© The-Financial: Statements as; of 31\:'12-.2004 show a: net mcome of €/QQO 47 119 (€/000‘; -
A 29 529 asof31 122003) A : . R
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: ‘OTHER INFORMATION

. Personnel ,
. The table” below shows the average number of emptoyees analysed by category, asof

31 12 2004
X Average employees for 2004 1 ag03
., the penod . D
[Executives 4061 449
" {Supervisars 858 56¢
Office staff 5058]  4N3 ' . : .
Manual workers 53 -~ 73 A
Total . 6178 §579.5

o Remuneratlons paid to Directors and Statutory Aud:tors o
These- amount to €/000 1,213 and are broken’down’'as follows: -7/ 7
- Directors’ remuneration ’ o €/000 1,017

e Statutory Audltors remuneratnon €JOOO 196

: : : . i I ‘Bl tn the . )
- 2’ N Expleadon o( {Accomadatien, Barwrsas and |-
T . f_lgff_&MlAanNmo Posidon | Termofoffice | offics :;w;:wﬁ"mq; 644 phane, car ¢tnc o]
: : . ctat aid me vouchers)
L  Actoniy Besori ' Board Mervber |1 2-5ep-02 ILRW4 | 133500
Beton . {Chaimman - - [ 04-bhar03| 31.12.2004 - 460,000.00]
Rosaro Bifuico IMareaging Ovectod] CrOect] | 31.122004 352400000,
" [Resan; B temera - - 350,000.00| 21,161.60
Rosario Bifuco | IManaging Qirecto] 200ec-02} 31122004 ° 13.335.00
R - Accwsd ross 10,000
H : (intemal control
: i N p comemiee), anuad
| Packa Airio Board Member 24-5ep-0 31.122004 13,335.00] 7500
(remuneration .
. . _commtes)
Sergio Barondi ' fBoand Member 24-Sep12} 31122004 13,335.00) . :
tarco Borok d Member 245ep02] . 31.12.2004 T 133s00 R
Sabiea Cassese [Board Memmber 24An-34 3122004 - 8978.00] R
. ; ) b Ancual gross 15000
Picr Luigi Cei - : Memper | 14Ax3] T 31.122004]. 13.335.00] {remuneration
. ) committes
- - ) 1 8384 (e
Paok Cereti i80ard Member . 134 312204 851300 . T
Marco Drage ] bember 24-Sep2] 311220K 12335 00| :
[Robet Orago [BoadMemper | s 81122004 1233500
. . 3,616 (resrmal
Demetrio Stausro ) hww . | 24Sep02] 12052004 487300 . i ;
Michete Reinero “lBosrdMember | . 24-Sep-2] 31.122004] 13.335.00) j g .
MacoSsla C a0l Soint Geners!  4-Aer3] 422004 484300
Manager. . - - .
Severino Sabverini [Board Member 14403, 31122004 FEE:<10 R (ntermal control |
- . i : - commigee) |
| Acsnio Tazartes {Board Mecber | - 243ep02 - 30422004 . 13.335.00 - -
ipshertn Teigi Merrber 24-Sep 2] 120572004 4,896.40]
Giorgio Vincenzind Boand Membes . 144003 31.12.2004) 13335.00)
. Chaiaman of the! ;
{Francesco Madtineli IBoard of Sratemey] © 3422004  Ta20a0!
. [assoors )
[angelo Gaviari- Autitor 2Now01|-  31.12.2004 57.200.00]
Cesare Andrea Gfori IReguiar Audtor 2wl A2 6063200}
Gl Garstoli {Sudretinste Audior b a0 —
Marto Sguazyii Viscontini  [Substitite Audior - 3112204 —
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SHAREHOLDINGS OF DIRECTORS, STATUTORY AUDITORS AND GENERAL MANAGERS .

SHARES HELD AT THE END OF SHARES SHARES HELDAT THE END
THE PREVIOUS FINAKCIAL | | -SHARES.SOLD-.| OF THE CURRENT-FINANCIAL
AR AL 1 purcasep, - | PTORESSULE S AR

INVESTEE

. FrsTALsTnE | SR

Sergio Baronci Lottomatica’| 9,500 2.320] 11,820 @y
Severino Satvemini | ‘Lottomatica | . .. 2,000 . o] s i 2,000 '
Michele Reinero | Lottomatica 35000 . | 35000 _
Angelo Gaviani . Lottomatica ' o F 785 sl -

'STOCK OPTIONS ASSIGNED TO DIRECTORS AND GENERAL MANAGERS. -

FR

Oplions held al the beginaing of the : .
- Anaadal yeer -

Gptlous acsigned
duthg the fidanciat
you
Average . . Average
exsucise § Averzge mawrity ., of spiom | exaicize | & ol

¢ e o | WRBRS daye asiof |

: o oo ot | OPRO ephed | -

Oprant #xercise v,~“‘ sm“" TV dtdelig thie - | Ogteas hatd at'the ead of the financial year
Yom .

Giancinl yoar

Average
sxeccise | Avecage matulty

oplons

U] consoidated R Y YT~ 23 - 1 siom] 14.63] consohdated mancial

14.63] Sept. 2006

&

Y
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PROPERTY AND ECONOMIC RELATIONS WITH THE GROUP COMPANIES

Payables

Raceivables
Values in € Trade recowvables Financial ovabl Trade payables Financial payables
within 12 months] 0¥ 12 ot 12 months| Beyond 12 months|  [Wathin 12 months B"mgz Within 12 monthg| DeYond 12
-} Lottematica Sistemi S.p.A. 305,112 21,131 593 10984067 12251 872 1586
<) PCC Giochi e erdzi S.p.A . 18215585
) Twin - [1]
-) Lattomatica kalia senizi S.p.A 3890616 09 230,791 45040551 -
<) Cimatica . 356449 - 131063542
3 GBC | -
<) Consorzio Giochi Sportivi §56 082 614,460 614,460 g7 372079
<) Consorzio Lotterie Nazionali 23617,161 10,165,148 . , - ’ 12833526
) Triplet 34,141
- -} Videolol Gastiono B5H . 2054 25897
) Totabit informatica . 54047 370334}
_-) US Finanziaria 17511 b
28257 460 - 35,060 809 11596527 14521661 - .- 189,361 484 -
’ 28,257 460 47 499,335 14,572,166 139,361,484
i . : 5 75,716,795 : 203,933,650
) Values In € fncome positive components Income negative camponents
Al A5 - C16 EX B5 B7 88 B14 17 En
R 633511 949941 19938 0% . 1556
9 pcc ) 4579527 225%
-} Totabit 24 791 24330 32500
J Twin 185390 8511
Jus. 13257 51 9843 729% 3870 S1592
9 €GS . 3nprg .
4 CIN 24963 510 263895 16,596 509
) Teiplet Y:< 3 .
3 Videolot 25000 }
9 US Finanz. ' 1751 .
1 crM i 4205006
{37578 1287% — 849 4579527 | F0pHABA2 | 16338181 42835 -
: i T . 46516552 {
}
119,
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__Analysis of income results .-

Valuésihtkomn&'sb{fm o

Repor?
3.1 2. 2003

Other provisions

2084

‘ Vamofpmducmn S R P
Reventos from sales and services 504043 A2 K
'Capdelzsatmofu#erﬁalconstmctmcosts ) - o K 295 » s
Other revenves c 38341 104950 .o
atal revenues 542,384 406021 _-
Costsforgoods and sevicas - usgrs) |- zmeoo2) o
,,,,,,, o 8 )
Value added : 297,268
Personnetcosts : 39.247:
q:)era:mg e@enses o 28 600 - 2858 -
Gross Qperaﬂug Margin {EBITDA) 229,420 165,510
Amodlzatlon of mtangxhle assets 61,141 88 071
Deprecmtwn of tangnhle sasels " 42170 41,859 -
Wnte—down dffixed assets ' 69t z
Wirite-down:of receiva 348,

Operaﬁii“g‘ﬁﬁiﬁf (EB

122,957 %

1= o9 BAB .

Financialincome- (l:i'farges}=t

Profit l:efore extrag iu

cwsdl )

E

Revaluations

arges)

ATR

Extraofduin‘afy‘ihcume‘ gsa0gt Y
Profit before taxes (EB’!} : 86,281
(ncome 1a%e's fbnhe e D agaer]

Profit (toss} for the:
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Trade payables
Provisions for nsks and: charges

Othier current liabilities o

124,775
24,256
" 27,528

»
Report asof 31.12.2004
[ Analisys of the Balance Sheet ]
: o . o . Al Report  as
Values in thousands of Euros- . ' R3‘1 :1 22;340'] of
Due from shareholders’ o
[intangible assets ' 374,830
Tangible assets 88,687
_ Jinvestments- " 150,438
Net fixed assets .. 513,955
Inventories .- -~ ‘379
' Recelvables ffom customers -33.810
Rece«vables from cthers ... 66423
Other assets T oy 6,700

Working ésp‘_'i‘tal. .

69,247

Istaf Severarice Fund. ..

Net lnve's'te'd sapﬂsl

. |Share capjfal

Reserves and resu!ts camed over

_ 47119

Shareholdeis’ Equity -

. 290,743

Ilﬂedium;téhﬁ financial payables (receivables) <+ -

- 348,401 fl[l* - 34

hort-term financial payables (receivables) - 86,701 119,271
-Banks/cash on hand - reserves (-) indebtedness (+) -185,209. -177,666
Financial coverage : 249,803 282,066
otal coverage 540,636 701,407
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et

CASHFLOWSTATEMENT' =

'Ua!ae# in €000 o asof asof.
. . . ' 31.12.2004 31.12.2003
A- Net initial reserves (+) mdebtedness (-) : ’ -262.066 -5814
Merger effect (net initial data of the merged company) - ) -
B.- Cash-flow from aperating activities ) . .
Net profit (loss) , , EYREED | 29523) .
- Amortization and deprecistion S . 10331 109930 |
Capttal toss {gain) from disposal of fixed assets - - 515 31098}
(Revelustions) or write-downs of fixed assets oo 23: § ) 0 19770]
Changes In wivking cepital N 16654 )] 458571
Netchaﬁgeinstaffsevermef\md o ) b - 73kp - &2 -

Total 169613 B 145.498 )

1C- Cash ﬂow from muestmerﬁs in ﬁxed assets
" frwestments in fixed assets:

mtangimeassets' - : 16951 § | M2y
tanghie assets o o) wssfy srero}
nvestments’ S o 314 U v MR
D!S,mvestmerdsv- TR . ‘ 67 402 1295

" Yotal] - 38276 0§ 43zeA3|-. . i

D.- Change in Shareholders' Equrty B L
" Distribution of profits . . 177618 -292228

Contributions by sharehalders . ) 1.902 . 3'32q
. R ~ 7 Tatalf 475716 f [ -288.908 N
F.- Cash-flaw for the period (B+C+D+E) . W samsfl omeassy o

T 249893, 282066 |

G- Het cash (4) indebtedness () <0
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‘| RECONCILIATION BETWEEN ORDINARY TAX RATE AND ACTUAL IRES TAX RATE:

2003 Financial Year

2004 Frnarcial Toar |

Apphcable ordmaxy tax rate

Effect from increases. (decreases) wu respect to ordmaty

tax rate:

Performance bonus + MBO 3.64%
Extraordinary cha_rgés 305%
Dividends ' 194%
Wiite-down ofequ:ty mvest.ments 9.01%
Eedy retirement . ., - 6.89%
Provisions 2727%
Free gifts - 0:45%. .
Other L T 498%
Dividends L. -47.92%

| Other decreases & s 6692%
Use of previous taxlosses

Actual tax rate

“0.00%

- Taxeffect .

. (% tax rate) differences (X tax rate)
| Goodwill smertiz Guonl 3125%, Gizon|_3izsw_ |
i 5 (98,566) 3725% . (58,103) 31.2%
Provisions - (2,290,393)33% - 37.25%; (3,238,963)33% - 31. 25%
Directors' remumneration (149,731)|  33.00% 159,718)] . 33.00%
Write-down of equity investment (5495363)| 33.00%4 -
Associgtion dues L (8I09)]  31.25%
Write-down of fixed assets T (10859  31.25% (226683)]  37.25%
Perfonmance borus + MBO (1,045565)]  33.00% (1,679, 33. 00%
Total advance taxes -(0,814.085), (5.423,501)
Retumns of advance taxes . - :
Amortiration end deprecistion 3,569,561 3825% . 3,884,329 31.25%
Netwark jes 130,292 34.00%
| | Entertzinment expenses 121,675 ). 38.25% : 69,037 31.25%
Directors' remunerstion 34.00% 149,731 33.00%
Write-down of equity investment: _ 5846473 | 34004 |- 1,544,675 33.00%
|| Performmce boruss + MBO R 829,619 | 34.00% 1008632 | 33.00%
Provmons e e 2,290,029 {34.00-38.25% 3,104253 33.00% .
Jwector's inden . - _ L 170,000 34.0%%
Mruwm' tjad‘varum e e 12,957,649 . 9,750,658,
i —— : i .
Net adva