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A. REPRESENTATION OF THE MEMBERS OF THE BOARD OF DIRECTORS

The Members of the Board of Directors for Hellenic Lotteries S.A.:

e Cope Damian, Chairman and Chief Executive Officer,
e Spyridon Fokas, Vice-Chairman,
e Houst Michal, Member and Chief Financial Officer,

Certify and declare, as far as we know, that:

a) The Financial Statements for Hellenic Lotteries S.A. for the financial year from 1° of January
2017 to 31° of December 2017 which were prepared in accordance with the IFRS, truthfully

represent the Issuer’s assets, liabilities, equity and income.

b) The Board of Directors’ report reflects the Company’s true evolution, performance and

position as well as the description of the principal risks and uncertainties that it faces.

Athens, 29 March 2018

Chairman of the BoD & Vice-Chairman Member of the BoD &
Chief Executive Officer Chief Financial Officer

Damian Cope Spyridon Fokas Michal Houst
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B. BOARD OF DIRECTORS” REPORT

(according to article 4, par. 2 of L. 3556/2007)

Under the provisions of Law 2190/1920, Article 43a paragraph 3 and the Company’s Articles
of Association, we submit for the financial year from 01.01.2017 until 31.12.2017 the Annual
Report of the Board, which includes the audited corporate Financial Statements, notes
pertaining to the Financial Statements and the statutory auditors' audit report. The present
report includes information pertaining to the company Hellenic Lotteries - S.A. for the
production, operation, distribution, promotion and overall management of all state lotteries
(under the name "Hellenic Lotteries S.A."), including financial information aimed at providing
general information to shareholders and investors about the financial position and results, the
overall progress and changes made during the financial year closing (01.01.2017 - 31.12.2017),
significant events that occurred and their impact on the financial statements for that period.
A description of principal risks and uncertainties that the Company is expected to face in the
future as well as the most important transactions which occurred between the issuer and

related parties are also mentioned.
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1. GENERAL INFORMATION

Hellenic Lotteries S.A. (the “Company”) was established on 15.06.2013 and is based in Athens
Athinon Avenue 112. Its purpose of business is the production, operation, distribution,
promotion and overall management of all state lotteries (Popular — National — European -
Instant State Lottery — SCRATCH - State Housing Lottery - Special Social National Lottery - New
Year's Eve lottery, as well as any other future State Lottery), under the terms and conditions
of the Concession Agreement of 30.07.2013 with the Hellenic Republic Asset Development
Fund, the general greek legal and regulatory framework as well as the specific regulations of

hellenic lotteries.
Number and nominal value of shares.

The share capital on 31.12.2017 amounts to € 31,000 th., divided into 3,100,000 ordinary
registered shares worth € 10 each. The shareholder structure involves OPAP INVESTMENT
LIMITED with 67%, INTRALOT LOTTERIES LIMITED with 16.50% and SCIENTIFIC GAMES GLOBAL
GAMING S.a.r.l. with 16.50%.

The share capital of the Company since its establishment has been developed as follows:

1. With the establishment of the Company the share capital was set at € 20,000 th., divided

into 2,000,000 ordinary shares of nominal value € 10.00 each and paid in cash by its founders.

2. The Extraordinary General Meeting held on 26.08.2013 decided the increase of the share
capital by the amount of € 1,000 th. with the issue of 100,000 common shares with a nominal

value of € 10.00 each and issue price € 200.00 per share.

3. The one and only share that LOTTOMATICA GIOCHI E PARTECIPAZIONI S.r.l., held, was
transferred to OPAP INVESTMENT LIMITED on 26.9.2013. LOTTOMATICA GIOCHI E
PARTECIPAZIONI S.r.l. was involved in the joint venture with the companies OPAP
INVESTMENT LIMITED, INTRALOT LOTTERIES LIMITED and SCIENTIFIC GAMES GLOBAL

GAMING S.a.r.l. concerning the licensing of operation and management of State Lotteries.

4. The Extraordinary General Meeting held on 17.10.2013 decided a share capital increase by
€ 10,000 th. with the issue of 1,000,000 ordinary shares with a nominal value of € 10.00 each

and issue price € 152.00 per share.

5. The Extraordinary General Meeting held on 14.04.2015, firstly decided a share capital
increase by €65,007 th. via capitalization of part of the share premium account without
issuance of new shares and simultaneous increase of each share’s nominal value by €20.97 ,

i.e from € 10.00 to € 30.97 each and secondly reduced by € 65,007 th. via decrease of each
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share’s nominal value by € 20.97, i.e from €30.97 to € 10.00 each with return of the respective

amount to the shareholders of the Company.

6. The Extraordinary General Meeting held on 15.06.2016 firstly decided a share capital
increase by €19,995 th. via capitalization of part of the share premium account without
issuance of new shares and simultaneous increase of each share’s nominal value by €6.45 , i.e
from € 10.00 to € 16.45 each and secondly reduced by € 19,995 th. via decrease of each share’s
nominal value by € 6.45, i.e from €16.45 to € 10.00 each with return of the respective amount

to the shareholders of the Company.
Other Information

Legal Form: Société Anonyme

General Electronic Commercial Registry No: 125891401000

Chamber: Athens Chamber of Commerce and Industry

VAT No.: 800500383

Auditors: KPMG Certified Auditors A.E. (SOEL Reg. No. 114), Nikolaos Vouniseas Certified
Auditor Accountant (SOEL Reg. No. 18701).
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2. FINANCIAL PROGRESS AND PERFORMANCES OF FINANCIAL YEAR 2017

For the fiscal year 2017 economic figures are as follows:

(Amounts in thousands of euro) 2017 2016 “
Revenue (GGR) 158,916 159,054 -0.1%
GGR contribution (47,833) (47,783) 0.1%
Net gaming revenue (NGR) 111,083 111,271 -0.2%

Profit before interest, tax, depreciation and

amortization (EBITDA) 29,667 30,126 LS
Profit before Tax 23,102 11,244 105.5%
Profit after Tax 16,284 7,939 105.1%
Net increase in cash and cash equivalents (5,188) 20,704 -125.1%
Cash inflows from operating activities 9,852 20,873 -52.8%
Cash inflows from investing activities 105 47 126.5%
Cash outflows from financing activities (15,146) (215) 6946.5%

(Amounts in thousands of euro) 31.12.2017 31.12.2016

Net profit attributable to the shareholders 16,284 7,939
Weighted average number of ordinary shares 3,100 3,100

Basic earnings per share (in €) m 2.5611

The contribution of each game in total amounts wagered is shown in the graph below.

1oha

Lottery
Popular 7%

Lottery
24%

Scratch
69%
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3. SIGNIFICANT EVENTS DURING FINANCIAL YEAR 2017 AND THEIR EFFECT ON THE

FINANCIAL STATEMENTS

1. Launch of new scratch games

The Company continues to actively invest in its portfolio by offering even more

options to players. During fiscal year 2017, Hellenic Lotteries S.A. updated the

products it offers by adding sixteen new scratch games.

2. Dividends Distribution

During the 3™ Ordinary General Meeting of the Shareholders, which took place on

18.05.2017, a dividend distribution of € 1.66 per share was approved, before

withholding tax, from profits of the financial year 2016. Total gross amount of € 5,146

th. was distributed on 15.06.2017.

3. Bond Loan Repayment

On 05.02.2016 the Company entered into an Agreement with Alpha Bank for the

renewal of the Revolving Bond Loan, for a maximum nominal amount of € 50,000 th.

and for a period of three years.

On 01.06.2017, the Company performed a partial repayment of € 10,000 th., leaving

a Bond Loan balance of € 40,000 th. on 31.12.2017.
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4. DESCRIPTION OF MAIN RISKS AND UNCERTAINTIES

Risk related to political and economic conditions, as well as market conditions and
developments in Greece
On a macroeconomic level, the realization of the Third Economic Adjustment Program of
the Greek economy, in conjunction with the positive growth rates that the Greek economy
recorded in 2017 as well as the upgrade of Greece’s credit rating by the three rating
agencies, set the grounds for the return to an established course of sustainable growth.
However, the completion of the Adjustment Programs continues to be subject to a series
of conditions that may lead to negative effects for the Company’s business activities,
operational results and financial status.
The Company’s activity is significantly affected by the disposable income, private
consumption, which in turn are affected by the current economic conditions in Greece,
such as the unemployment rate, interest rates, inflation rate, tax rate and the increase in
GDP rate. Moreover, the economic recession, financial uncertainty and a number of the
Company’s customers potential interpretation that the economic conditions are
deteriorating, could result in a decrease of the usage of the various gaming services that
the Company offers to the public.
The return to economic stability depends greatly on the actions and decisions of the
institutions both in the country and abroad, as well as from the assessment of the Greek
economy from international creditors in the context of the adjustment programs.
Any further negative development in the economy would affect Company’s normal
operations. However, the Management is continually adjusted to the situation and

ensures that all necessary actions are taken, to maintain undisturbed activities.

Change in regulatory requirements

The gaming sector in Greece is intensively regulated by the Hellenic Gaming Commission.
The Greek authorities have the right to unilaterally alter the legislative and regulatory
framework that governs the manner and modus operandi of the games that the Company
offers.

The developments in the Greek regulatory framework, drive evolving regulatory
challenges for the Company. Changes in the regulatory environment may have a

substantial impact at Company’s operation.
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Hellenic Lotteries S.A. consistently complies with regulatory standards, while understands
and addresses changing regulatory requirements in an efficient and effective manner. At
the same time new regulatory regimes which make it commercially unviable for the
Company to operate its products can restrict our ability to grow the business. Additionally,
a potential failure on the Company’s part to comply with the governing rules and the
regulatory framework, as well as the enactment of new laws or/and further regulatory
enforcement could have a negative impact on the Company’s business activities.
Additionally, restrictions on advertising can reduce the ability to reach new customers,
thus impacting the implementation of the strategic objectives to focus on sustainable
value increase.

Hellenic Lotteries S.A. is willing to actively engage and maintain dialogue with authorities,
regulators and other key stake holders, to continually monitor the changing
regulatory/legal landscape and through appropriate policies, processes and controls for a

rational and balanced gaming regulation.

Tax Change risk

The Company’s business activities and the sector in which it does business are subject to
various taxes and charges, such as the special contribution regarding games which is
calculated based on the gross gaming revenue, the tax on players’ winnings and the
income tax of legal entities.

The Company is exposed to the risk of changes to the existing gaming taxation status or
the gaming tax rates, creating unexpected increased costs for the business and impacting
the implementation of Company’s strategic objectives for sustainable revenues and
additional investments. The Company is seeking to promptly respond to any potential tax
changes, by maintaining the required tax planning resources and developing contingency
plans so as to implement the required mitigating actions and to minimize the overall

impact.

Market risk

Market risk arises from the possibility that changes in market prices such as exchange
rates and interest rates affect the results of the Company or the value of financial
instruments held. The management of market risk consists in the effort of the Company

to control its exposure to acceptable limits.
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Currency risk

Currency risk, is the risk that the fair values of the cash flows of a financial instrument
fluctuate due to foreign currency changes. The Company operates in Greece and there
are not any agreements with suppliers in currencies other than in euro. All revenues from
games are in euro, transactions and costs are denominated or based in euro,
subsequently, there is not any substantial foreign exchange risk. Additionally, the vast
majority of Company’s cost base is, either proportional to our revenues (i.e. payout to
winners, agents commission) or to transactions with domestic companies (i.e. IT,

marketing).

Capital Management

The primary objective of the Company relating to capital management is to ensure and
maintain strong credit ability and healthy capital ratios to support the business plans and
maximize value for the benefit of shareholders.

The Company manages the capital structure and makes the necessary adjustments to
conform to changes in business and economic environment in which they operate. The
Company in order to maintain or adjust the capital structure, may adjust the dividend

paid to shareholders, return capital to shareholders or issue new shares.

Credit risk

Sales take place via an extended network of agents. Their credit terms are depending on
the product and distribution channel.

The basic credit risk of the Company, which is not considered important, comes from bad
debts from company’s networks, with the appropriate provisions being made. At the same
time an efficient credit risk policy is in place maintaining credit exposure at manageable
levels.

Potential credit risk may occur from Company’s cash and cash equivalents in the case a
financial institution fails to meet its obligations. To minimize such risk the Company has

placed limits which constitute the maximum amounts placed in any financial institution.
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Liquidity risk

The Company’s games have a secured theoretical payout percentage, calculated on the
revenues and a payout limit, thus securing sufficiency of cash and cash equivalents and

preserving the liquidity risk at low levels.

Cash flows risk and fair value change risk due to interest changes

The Company is exposed to interest rate risk principally in relation to outstanding debt and
financial assets. The only existing debt facilities as at 31.12.2017 was the Company’s Bond
Loan. The Company generally does not undertake any specific actions to hedge exposure

to interest rate risk and on 31.12.2017 was not a party to any such transactions.

Security risk
Reliability and transparency in relation to the operation of the games are ensured by
several security measures designed to protect information technology system from
breaches in security such as illegal retrieval and illegal storage of data and accidental or
intentional destruction of data. Security measures cover data processing system, software
applications, the integrity and availability of data and the operation of the network.
Additionally, all critical business applications that relate to game operation and availability
are hosted in systems that guarantee high availability, including transferring to a Backup
Computer System if deemed necessary. Moreover, a critical evaluation of all systems is
conducted — whether they are directly related to game availability or not — so that they can
be integrated into the Disaster Recovery Plan, if deemed necessary. All applications are

integrated in a security backup creation system according to their significance.
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5. SIGNIFICANT TRANSACTIONS OF THE COMPANY WITH RELATED PARTIES

Significant transactions with related parties as defined by IAS 24 are presented below:

Company’s transactions with related companies

OPAP INVESTMENT LTD

INTRALOT LOTTERIES LIMITED = 36 -
SCIENTIFIC GAMES GLOBAL GAMING S.A.RL = 36 -
OPAP S.A. 6,335 2,890 -
INTRALOT S.A. 5,600 = 432
SCIENTIFIC GAMES WORLDWIDE LTD 5,433 1,628 =
TORA DIRECT S.A. 3 2 =

HORSE RACES S.A.

It is necessary to mention that one of the members of the Board of Directors of OPAP S.A,, is
the main shareholder of the company “TEMETERON LTD” which is in the sales network of
Hellenic Lotteries S.A.. For the year 2017, the income which is included in the Statement of

Comprehensive Income amounts to € 47 th. and the receivable is € 2 th.

Transactions and balances with Board of Directors members and key management
personnel

(Amounts in thousands of euro)

Salaries
BOARD OF DIRECTORS
Cost of social insurance 14

I T N R

(Amounts in thousands of euro)

Salaries
KEY MANAGEMENT PERSONNEL Other compensations 21
Cost of social insurance 76

ot/ | 40
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(Amounts in thousands euro)

Liabilities from Bod compensation & remuneration 31.12.2017

BoD and key management personnel 23

o | n

6. DIVIDEND POLICY — DISTRIBUTION OF NET PROFIT

Net profit of Hellenic Lotteries S.A. amounted to € 16,284 th. (after the deduction of income
tax and deferred tax). An amount of € 11,005 th. is set for disposal to 2017 dividend’s

distribution as follows:

(Amounts in thousands euro) 2017 2016

Net profit 16,284 7,939
Reserves 921 325

Retained earnings 4,358 2,468
Profit available for distribution 11,005 5,146

Dividend per share (in €) 3.55 1.66
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7. STRATEGY AND PERSPECTIVES FOR 2018

Strategic Overview

1. Continuous focus on profitable growth with full adherence to boundaries imposed by
Responsible Gambling.

2. Further upgrade and enrichment of product portfolio in line with market conditions
and customer expectations.

3. Maintaining full compliance with the Legal and Regulatory Framework governing the
Company’s operation.

4. Leveraging on growth potential within the new norms imposed by capital controls
through optimal mix of distribution channels, geographical coverage and range of

products.

Perspectives

Hellenic Lotteries S.A., as the holder of the exclusive right of production, operation,
circulation, promotion and management of State Lotteries, targets its efforts in the
solidification and further enhancement of the traditional as well as instant lottery products in

the Greek market. In this context, the vision of Hellenic Lotteries S.A. focuses on:

1. Continuous improvement of the Company's operating model targeted towards
increase of productivity and high security standards.

2. Enhanced penetration and products availability across the country through state of
the art in house developed stock and assortment management tools.

3. Constant renewal/update of its product portfolio tailored to market needs and

population segments characteristics.

8. SUBSEQUENT EVENTS

No subsequent events have been noticed until the date the Financial Statements were issued.
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C. FINANCIAL STATEMENTS (01.01.2017 - 31.12.2017)

The attached Financial Statements were approved by the Board of Directors on 29.03.2018

and have also been posted on the Company’s website http://www.hellenic-lotteries.gr.

It is noted that the attached published financial information which arise from the Financial
Statements, aim to provide the reader with general information for the Company’s financial
status and its results. They do not however, provide a comprehensive view of the Company’s
financial position, results of financial performance and cash flows in accordance with the

International Financial Reporting Standards (IFRS).

Attached notes on pages 27 to 66 are an integral part of the Financial Statements.


http://www.hellenic-lotteries.gr/




INDEPENDENT AUDITORS’ REPORT

(TRANSLATED FROM THE ORIGINAL IN GREEK)

To the Shareholders of
HELLENIC LOTTERIES SOCIETE ANONYME FOR THE PRODUCTION,
OPERATION, CIRCULATION, PROMOTION AND MANAGEMENT OF LOTTERIES

Report on the Audit of the Financial Statements
Opinion

We have audited the Financial Statements of HELLENIC LOTTERIES SOCIETE
ANONYME FOR THE PRODUCTION, OPERATION, CIRCULATION, PROMOTION
AND MANAGEMENT OF LOTTERIES (the “Company”) which comprise the Statement
of Financial Position as at 31 December 2017, the Statements of Comprehensive
Income, Changes in Equity and Cash Flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory
information.

In our opinion, the Separate and Consolidated Financial Statements present fairly, in
all material respects, the financial position of HELLENIC LOTTERIES SOCIETE
ANONYME FOR THE PRODUCTION, OPERATION, CIRCULATION, PROMOTION
AND MANAGEMENT OF LOTTERIES as at 31 December 2017 and its financial
performance and its cash flows for the year then ended, in accordance with
International Financial Reporting Standards as adopted by the European Union and
comply with the regulatory requirements of C.L. 2190/1920.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA),
which have been incorporated in Greek legislation. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants and the ethical requirements that are relevant to
our audit of the financial statements in Greece and we have fulfilled our other ethical
responsibilities in accordance with the requirements of the applicable legislation and
the aforementioned Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information
Management is responsible for the other information. The other information comprises
the information included in the Board of Directors’ Report, which is further referred to

in the “Report on Other Legal and Regulatory Requirements”, but does not include the
Financial Statements and our auditors’ report thereon.

Our opinion on the Financial Statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

In connection with our audit of the Financial Statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is

Error! Unknown document property name.KPMG Confidential



materially inconsistent with the Financial Statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this respect, other than
those referred to in relation to the Board of Directors’ Report in the “Report on Other
Legal and Regulatory Requirements” below.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these Financial
Statements in accordance with International Financial Reporting Standards as adopted
by the European Union and the relative regulatory requirements of C.L. 2190/1920,
and for such internal control as Management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the Financial Statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has
no realistic alternative but to do so.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial
Statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs which have been incorporated in Greek legislation will always
detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the
basis of these Financial Statements.

As part of an audit in accordance with ISAs, which have been incorporated in Greek
legislation, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

— ldentify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s
internal control.

— Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
Management.

— Conclude on the appropriateness of Management’s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast

Error! Unknown document property name.KPMG Confidential



significant doubt on the Company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
our auditors’ report to the related disclosures in the Financial Statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Company to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with Management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Board of Directors’ Report

Management is responsible for the preparation of the Board of Directors’ Report.
Pursuant to the provisions of paragraph 5 of Article 2 (part B) of Law 4336/2015, we
note that:

In our opinion, the Board of Directors’ Report has been prepared in accordance
with the applicable legal requirements of Article 43a and 107A of C.L.
2190/1920 and its contents correspond with the Financial Statements for the
year ended

31 December 2017.

Based on the knowledge acquired during our audit, relating to the Company
and its environment, we have not identified any material misstatements in the
Board of Directors’ Report.

Athens, 30 March 2018
KPMG Certified Auditors AE
AM SOEL 114

Nikolaos Vouniseas, Certified Auditor Accountant
AM SOEL 18701

Error! Unknown document property name.KPMG Confidential
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1. STATEMENT OF FINANCIAL POSITION

As at 31.12.2017 and for the financial year ended that date.

(Amounts in thousands of Euro)

| wotes ]su12207 | 31122016

ASSETS

Non - current assets

Intangible assets El 132,257 134,720
Property, plant and equipment E2 1,921 3,301
Other non-current assets 17 16
Deferred tax assets 10,508

Current assets

Cash and cash equivalents E4 35,902 41,091
Trade Receivables E5 61,249 50,739
Other current assets 13,126 10,207

Total current assets _ 110,277 102,036

EQUITY & LIABILITIES

Equity

Share capital E7 31,000 31,000
Share premium E7 75,063 75,063
Reserves E7 1,693 772
Retained earnings 15,366 5,147

Total equity _ 123,121 111,982

Non - current liabilities

Loans E8 40,000 50,000
Employee benefit plans E9 50 39
Other non-current liabilities

Total non - current liabilities _ 40,414 m

Current liabilities

Trade payables E10 74,384 69,364
Tax liabilities E11 8,986 8,968
Other current liabilities 5,940 9,922

Total current liabilities _ 89,310 88,254

Total liabilities || 129724 | 138600
TOTAL EQUITY & LIABILITIES || 252845 | 250581

The attached notes at pages 27 to 66 form an integral part of Annual Financial Statements.



HELLENIC LOTTERIES S.A. — Annual Financial Report 2017

2. STATEMENT OF COMPREHENSIVE INCOME

As at 31.12.2017 and for the financial year ended that date.

(Amounts in thousands of Euro apart from earnings per share)

01.01.2017- | 01.01.2016-
31.12.2017 | 31.12.2016

Amounts wagered 445,810 441,407

The Statement of Comprehensive income is as follows:

Revenue (GGR) 158,916 159,054
GGR contribution E13 (47,833) (47,783)

| Netgamingrevenue (NGR) | | 111,083 | 111,271 |

Agents' commission E14 (42,791) (43,334)

Other NGR related commission E15 (19,945) (19,569)

Other operating income 2,233 2,270

__ 50580 | 50,638
Operating expenses - |

Payroll expense E17 (2,030) (2,064)
Marketing expense E18 (12,105) (11,670)
Other operating expenses E19 (6,779) (6,778)

Profit before interest, tax, depreciation and
amortization (EBITDA) - 29,667 30,126

Depreciation, amortization and reversal of
impairment of intangible assets Zjz 3,900 15833

Results from operating activities _ 25,767 m

Financial income

Financial expenses E20 Q&) _(;,&)
rottbdoem || maw | naw |
Income tax expense E21 M Q,ﬂl
profiatterta | | 1o | 79 _
Parent company shareholders 10,910 5,319
Non-controlling interests 5,374 2,620
Other comprehensive income
Actuarial gains E9/21 3 1
Related tax E21

Other tota income aftr tax I ——

Total profit after tax _ 16,285 7,940

Parent company shareholders 10,911 5,320
Non-controlling interests 5,374 2,620

Basic earnings (after tax) per share in € mm 2.5611

The attached notes at pages 27 to 66 form an integral part of Annual Financial Statements.
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3. STATEMENT OF CHANGES IN EQUITY

As at 31.12.2017 and for the financial year ended that date.

(Amounts in thousands of Euro)

Share Share &G Total
. ! Reserves . .
capital | premium earnings | equity

Balance as of 1 January 2016 [ 31,000 | 95,278 (2,468) | 124,257

Profit for the year - - 7,614 7,614
Other comprehensive income - - - 1 1
Share capital Increase 19,995 (19,995) - - -
Share capital Decrease (19,995) - - - (19,995)
Share capital Increase expenses - (220) - - (220)
Reserve - 325

= 325 = 325

Balance as of 31 December 2016 m
Balance as of 1 January 2017 m

Profit for the year - - 15,363 15,363
Other comprehensive income - - - 2 2
Dividends paid - - - (5,146) (5,146)
Reserves - 921

= 921 =
| 75,063 [ 1,693 | 15365

Balance as of 31 December 2017 m

The attached notes at pages 27 to 66 form an integral part of Annual Financial Statements.
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4. CASH FLOW STATEMENT

As at 31.12.2017 and for the financial year ended that date.

(Amounts in thousands of Euro)

OPERATING ACTIVITIES

Profit before tax 23,102 11,244
Adjustments for:

Depreciation & Amortization E1/E2 16,014 15,833
Net Finance Costs E20 2,665 3,049
Employee benefit plans E9 13 223
Provisions for bad debts E5 338 13
Reversal of impairment of intangible assets El (12,114) -

Other provisions

Changes in Working capital

Increase in receivables (13,817) (18,677)
Increase in payables (excluding banks) 1,138 19,861
Increase / (decrease) in taxes payables 237 616
oal | e | s
Interest paid (2,842) (3,136)
Income taxes paid (4,407) (8,104)

Cash inflows from operating activities _m 20,873
INVESTING ACTIVITIES

Purchase of intangible assets El (54) (82)
Purchase of property, plant and equipment E2 (3) (9)
Interest received

Cash inflows from investing activities _—_

FINANCING ACTIVITIES

Proceeds from loan E8 - 50,000
Payments of loan installments ES (10,000) (30,000)
Payments of share capital increase expenses - (220)
Share capital decrease E7 - (19,995)
Dividends paid E7 (5,146)

Cash outflows from financing activities _ (15,146) _

Net increase / (decrease) in cash and cash - (5,188) 20,704
equivalents

Cash and cash equivalents at the beginning of the year 41,091 20,386

Cash and cash equivalents at the end of the year “m 41,091

The attached notes at pages 27 to 66 form an integral part of Annual Financial Statements.
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D. INFORMATION ON THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

The company Hellenic Lotteries S.A. (hereinafter the “Company”) was established on
15.06.2013 and is based in Athens, Athinon Avenue 112. Its purpose of business is the
production, operation, distribution, promotion and overall management of all state lotteries,
under the terms and conditions of the Concession Agreement of 30.07.2013 with Hellenic
Republic Asset Development Fund, the general Greek legal and regulatory framework as well

as the specific regulations of Hellenic Lotteries S.A..

The Financial Statements for the year ended on 31.12.2017 including the comparatives for the
year ended on 31.12.2016 were approved by the Board of Directors on 29.03.2018 and are

subject to approval by the General Shareholders Meeting.

2. NATURE OF OPERATIONS - OVERVIEW

Hellenic Lotteries S.A. is a member of OPAP S.A. Group of companies that on 30.07.2013 was
granted by tender through a consortium of companies, a twelve year exclusive right of
production, operation, distribution, promotion and overall management of all state Lotteries

in Greece.

On 28.02.2014 an amendment of the Concession contract was signed, in which the Parties
expressly agree and accept that the transition period is extended until 30.04.2014. After the
expiry of the transitional period, from 01.05.2014 (Effective Date) and throughout the
Concession Period, Hellenic Lotteries S.A. undertakes the project to produce, operate,

distribute, promote and manage all state lotteries (conducted land based via use of lotteries).

OPAP INVESTMENT LTD (wholly owned subsidiary of OPAP S.A.) which owns 67% of Hellenic
Lotteries S.A., headed the Company consortium (OPAP INVESTMENT LTD - INTRALOT
LOTTERIES LTD — SCIENTIFIC GAMES GLOBAL GAMING S.4. rl — LOTTOMATICA GIOCHI E
PARTECIPAZIONI Srl).

The Company has paid a fee of € 190,000 th.. In addition according to L. 4093/2012, 30% of
Gross Gaming Revenue is attributed to the Greek State (excluding New Year’s Eve Lottery). In
any case, this amount shall not be less than € 30,000 th. for the first year and € 50,000 th. for
each of the following eleven (11) years (a total of € 580,000 th. throughout the duration of

the contract).
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The Laiko (Popular), Ethniko (National), Protochroniatiko (New Year's Eve) lotteries, as well as

the Instant State Lottery — SCRATCH are the active products of the Company's portfolio.
Commercial Network

Hellenic Lotteries S.A. operates through a wide sales network of more than 12,453 points of
sale in Greece. This network consists mainly of the existing sales network of OPAP S.A,
wholesalers, street vendors, retail chains and selected kiosks and mini markets, fully aligned

with the corporate strategy of product availability and geographical coverage.

3. BASIS OF PREPARATION

The Financial Statements of Hellenic Lotteries S.A., have been prepared in accordance with
International Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board (IASB) and as adopted by the European Union and interpretations issued by

the IFRS Interpretations Committee.

Hellenic Lotteries S.A.’s Financial Statements as of 31.12.2017 which cover the period from
01.01.2017 to 31.12.2017 have been prepared under the historical cost and going concern

conventions.

The preparation of the Financial Statements in conformity with IFRS requires the use of certain
critical accounting estimates. It also requires that the Company’s Management exercise its
judgment in the process of applying the appropriate accounting policies. The areas involving
a higher degree of judgment or complexity, or areas where assumptions and estimates are

significant to the consolidated financial statements are disclosed at 3.4..

All amounts presented in the financial statements are in thousands of euro unless otherwise
stated. Any differences between the amounts included in the financial statements and the

respective amounts included in the notes are attributed to roundings.

3.1. Changes in accounting policies
The accounting policies adopted in preparing the financial statements for the year that ended
on 31.12.2017 are the same as those followed in the preparation of financial statements for

the year that ended on 31.12.2016 and described in these.
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3.2. New Standards, amendments to standards and interpretations
Certain new standards, amendments to standards and interpretations have been issued that

are mandatory for periods beginning during the current financial year and subsequent years.

Standards and Interpretations effective for the current financial period

Amendment to International Accounting Standard 7: Disclosure Initiative

Based on the amendment of IAS 7 a company is requested to provide disclosures that helps
users of financial statements to evaluate changes in those liabilities whose cash flows are

classified as financing activities in the cash flow statement.

The adoption of this standard had resulted to the addition of the above amendment at the

financial statements of the Company.

International Accounting Standard 12 “Income Taxes”: Recognition of Deferred Tax Assets

for Unrealized Losses

On 19.1.2016 the International Accounting Standards Board issued an amendment to IAS 12

with which the following were clarified:

¢ Unrealized losses on debt instruments measured at fair value for accounting purposes and
at cost for tax purposes may give rise to a deductible temporary difference regardless of
whether the debt instrument’s holder expects to recover the carrying amount of the asset by

sale or by use.

¢ The recoverability of a deferred tax asset is assessed in combination with other deferred tax
assets. However, if tax law offsets specific types of losses only against a particular type of
income, the relative deferred tax asset shall be assessed in combination with other deferred

tax assets of the same type.

¢ During the deferred tax asset recoverability assessment, an entity compares the deductible
temporary differences with future taxable profit that excludes tax deductions resulting from

the reversal of those deductible temporary differences.
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e The estimate of probable future taxable profit may include the recovery of some of an
entity’s assets for more than their carrying amount if there is sufficient evidence that it is

probable that the entity will achieve this.

The adoption of this standard had no effect at the financial statements of the Company.

IFRS 12 Improvements to International Accounting Standards (Cycle 2014-2016)

As part of the annual improvements project, the International Accounting Standards Board

issued, on 08.12.2016, non-urgent but necessary amendments to various standards.

The adoption of this improvement had no effect at the financial statements of the Company.

Standards and Interpretations effective for subsequent periods

Improvements to International Accounting Standards (Cycle 2014-2016) (effective for annual

periods beginning on or after January 1, 2018)

As part of the annual improvements project, the International Accounting Standards Board

issued non-urgent but necessary amendments to IFRS 1 and IAS 28.

The Company is evaluating the impact of the adoption of the above improvements at the

financial statements.

International Financial Reporting Standard 9 “Financial Instruments”: (effective for annual

periods beginning on or after January 1, 2018)

IFRS 9 replaces the provisions of IAS 39 relating to classification and measurement of financial
assets and financial liabilities and also includes an expected credit loss model which replaces
the model on realized credit losses that is applied today. It also introduces an approach for
hedge accounting based on principles and addresses inconsistencies and weaknesses in the

current model of I1AS 39.

Pursuant to the provisions of the new standard, financial instruments are classified and
measured based on the context of the business model in which they are held and the

characteristics of contractual cash flows.
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On the basis of management’s current estimate, the Company does not expect the first-time
and ongoing application of the standard to have any material impact on the financial
statements. The majority of the financial assets held by the Company include debt
instruments. Based on the provision of the new standard, debt instruments are classified and
measured on the basis of the business model within which they are held and their contractual
cash flow characteristics. The business model and cash flow characteristics test introduced by
IFRS 9 will not affect the classification and measurement of the majority of debt instruments
of the Company, which will continue to be measured at amortized cost. The new provisions
on the accounting of impairment losses will lead to expected losses having to be expensed
earlier in some cases. Application of the simplified approach also for financial assets with a
significant financing component, and impairment losses on the contract assets to be
recognized for the first time as of January 1, 2018 in accordance with IFRS 15, will lead to a
minor increase in impairment losses. Ongoing effects can therefore only be attributed to

changed business developments, changes in business models and services offered.

International Financial Reporting Standard 15 “Revenue from Contracts with Customers”

(effective for annual periods beginning on or after January 1, 2018)

The purpose of the standard is to provide a single, comprehensible revenue recognition model
to all contracts with customers in order to improve comparability between companies in the
same industry, different sectors and different markets. It contains the principles to be applied
by an entity to determine the amount of revenues and the timing of their recognition. The
basic principle is that an entity would recognize revenue in a way that depicts the transfer of
goods or services to customers at the amount that it expects to be entitled in exchange for

these goods or services.

The new standard will be applied by the Company from January 1, 2018. When applying IFRS
15 for the first time, the Company shall apply the standard in full for the year 2018 and in
respect of prior periods, will recognize the cumulative effect of applying IFRS 15 to all
contracts that had not yet been completed at January 1, 2018, as an adjustment to the

opening balance of equity on January 1, 2018 (the cumulative catch-up transition method).

Prior-year comparatives will not be restated; instead, Company will provide an explanation of
the reasons for the changes in the statement of financial position and the income statement,

as a result of applying IFRS 15 for the first time. Regarding the financial statements of the
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Company, on the basis of management’s current estimate, the first-time and ongoing

application of the standard is expected to have minor impact.

Amendment to International Financial Reporting Standard 2 “Share-based Payment”:
Classification and Measurement of Share-based Payment Transactions (Effective for annual

periods beginning on or after 1.1.2018)

On 20.6.2016 the International Accounting Standards Board issued an amendment to IFRS 2

with which the following were clarified:

¢ in estimating the fair value of a cash-settled share-based payment, the accounting for the
effects of vesting and non-vesting conditions shall follow the same approach as for equity-

settled share-based payments,

swhere tax law requires an entity to withhold a specified amount of tax (that constitutes a tax
obligation of the employee) that relates to share-based payments and shall be remitted to the
tax authority, such an arrangement shall be classified as equity-settled in its entirety, provided
that the share-based payment would have been classified as equity-settled had it not included

the net settlement feature,

¢ if the terms and conditions of a cash-settled share-based payment transaction are modified
with the result that it becomes an equity-settled share-based payment transaction, the

transaction is accounted for as such from the date of the modification.

The amendment above is not expected to have an impact at the financial statements of the

Company. The amendment has not yet been adopted by the European Union.

Amendment to International Financial Reporting Standard 4 “Insurance Contracts” (Effective

for annual periods beginning on or after 1.1.2018)

On 12.9.2016 the International Accounting Standards Board issued an amendment to IFRS 4

with which:

¢ |t provides insurers, whose activities are predominantly connected with insurance, with a

temporary exemption from application of IFRS 9 and



HELLENIC LOTTERIES S.A. — Annual Financial Report 2017

sfollowing full adoption of IFRS 9, it gives all entities with insurance contracts the option to
present changes in fair value on qualifying designated financial assets in other comprehensive

income instead of profit or loss.

The amendment above is not applicable to the financial statements of the Company. The

amendment has not yet been adopted by the European Union.

International Accounting Standard 40 “Investment Property”: Transfers of Investment

Property (Effective for annual periods beginning on or after 1.1.2018)

The International Accounting Standards Board issued an amendment to IAS 40 with which it
clarified that an entity shall reclass a property to, or from, investment property when, and
only when, there is a change in use. A change in use occurs when the property meets, or
ceases to meet, the definition of investment property and there is evidence of the change in
use. A change in management’s intentions for the use of a property does not provide evidence
of a change in use. In addition, the examples of evidence of a change in use were expanded

to include assets under construction and not only transfers of completed properties.

The amendment above is not expected to have an effect at the financial statements of the

Company. This standard has not yet been adopted by the European Union.

IFRIC Interpretation 22 “Foreign Currency Transactions and Advance Consideration”

(Effective for annual periods beginning on or after 1.1.2018)

The Interpretation covers foreign currency transactions when an entity recognizes a non-
monetary asset or liability arising from the payment or receipt of advance consideration
before the entity recognizes the related asset, expense or income. The Interpretation clarified
that the date of the transaction, for the purpose of determination of exchange rate to use on
initial recognition of the asset, the income or expense, is the date of initial recognition of the
non-monetary asset or liability (i.e. advance consideration). Additionally, if there are multiple
payments or receipts in advance, the entity shall determine a date of the transaction for each

payment or receipt of advance consideration.

The interpretation is not expected to have an effect at the financial statements of the

Company. The interpretation has not yet been adopted by the European Union.
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IFRIC 23 “Uncertainty over income tax treatments” (effective for annual periods beginning on

or after 1 January 2019)

The interpretation explains how to recognize and measure deferred and current income tax
assets and liabilities where there is uncertainty over a tax treatment. IFRIC 23 applies to all
aspects of income tax accounting where there is such uncertainty, including taxable profit or

loss, the tax bases of assets and liabilities, tax losses and credits and tax rates.

The interpretation is not expected to have an effect at the financial statements of the

Company. The interpretation has not yet been adopted by the European Union.

International Financial Reporting Standard 16 “Leases” (Effective for annual periods

beginning on or after 1.1.2019)

The new standard significantly differentiates the accounting of leases for lessees while
essentially maintaining the existing requirements of 1AS 17 for the lessors. In particular, under
the new requirements, the classification of leases as either operating or finance is eliminated.
A lessee is required to recognize, for all leases with term of more than 12 months, the right-
of-use asset as well as the corresponding obligation to pay the lease payments. The above

treatment is not required when the asset is of low value.

The Company is evaluating the impact of adoption of IFRS 16 at the financial statements. This

standard has not yet been adopted by the European Union.

International Financial Reporting Standard 17 “Insurance contracts” (Effective for annual

periods beginning on or after 1.1.2021)

On 18 May 2017, the IASB finished its long-standing project to develop an accounting standard
on insurance contracts and published IFRS 17, ‘Insurance Contracts’. IFRS 17 replaces IFRS 4,
which currently permits a wide variety of practices. IFRS 17 will fundamentally change the
accounting by all entities that issue insurance contracts and investment contracts with

discretionary participation features.

This standard is not applicable at the financial statements of the Company.
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Amendment to International Financial Reporting Standard 10 “Consolidated Financial
Statements” and to International Accounting Standard 28 “Investments in Associates and

Joint Ventures” (the date of compulsory application has not yet determined)

Amendments settle in an inconsistency between the provisions of IFRS 10 and IAS 28 on the
sale or contribution of assets between an investor and an associate or joint venture. The main
effect of the changes is that it is recognized the entire gain or loss of a transaction that includes
an activity (either in the form of a subsidiary or not). Partial profit or loss is recognized when
the transaction includes assets that do not constitute an activity, even if these assets are in

the form of a subsidiary.

The amendments above are not expected to have an effect at the financial statements of the

Company. The amendments have not yet been adopted by the European Union.

3.3. Judgements
The preparation of the Financial Statements in accordance with the IFRSs requires that the

Company’s management carry out judgments that affect the reported amounts.
The most significant judgments are related to the following:
3.3.1. Recoverability of accounts receivable

Management annually examines the recoverability of the amounts included in accounts
receivable, in combination with external information (such as creditability databases, lawyers

estimations, etc) in order to estimate the recoverability of accounts receivable.

3.4. Estimates and assumptions
Certain amounts included in or affecting the Financial Statements and related disclosures
must be estimated, requiring Management to make assumptions with respect to values or
conditions which cannot be known with certainty at the time the Financial Statements are
prepared. A “critical accounting estimate” is one which is both important to the portrayal of
the Company’s financial condition and results and requires Management’s most difficult,
subjective or complex judgments, often as a result of the need to make estimates about the
effect of matters that are inherently uncertain. The Company evaluates such estimates on an
ongoing basis, based upon historical results and experience, consultation with experts, trends
and other methods considered reasonable in the particular circumstances, as well as forecasts

as to how these might change in the future. Also at note 4, “Summary of Significant Accounting
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Policies”, are mentioned accounting policies that have been selected from acceptable

alternatives.

3.4.1. Employee benefit plans

See note 4.13..

3.4.2. Income Taxes

See note 4.10..

3.4.3. Provisions

See note 4.11..

3.4.4. Contingent assets and liabilities

See note 4.11..

3.4.5. Useful life of depreciable assets

See note 4.3.,4.4..

3.4.6. Estimated impairment of intangible assets

See note 4.5..

Management uses valuation techniques to determine the fair value of financial instruments
where prices from an active market are not available. Details of the assumptions used are
detailed in the notes relating to financial instruments. For the purposes of valuation
techniques, Management uses the best available estimates and assumptions that are as far as
possible consistent with existing information which participants would use to evaluate a
financial instrument. Where information is not available, Management uses the best estimate
for the assumptions to be used. These estimates may differ from the actual values at the

closing date of the Financial Statements.



HELLENIC LOTTERIES S.A. — Annual Financial Report 2017

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICES

The most significant accounting policies which are used for the preparation of the Financial
Statements are summarized below. It should be noted that accounting estimates and
assumptions are used in the preparation of Financial Statements. Although these estimates
are based on Management’s best knowledge of current events, actual results may differ from

those estimates.

4.1. Recognition of income and revenues
Revenue is recognized when it is probable that future economic benefits will flow to the
Company and that the amount can be reliably measured. Revenue is measured at the fair
value of the consideration received and is shown net of Value Added Tax, rebates and
discounts. Revenue is considered to be reliably measured when all contingencies related to

the sale have been resolved.

Amounts wagered: Includes the gross receipts from the players from the conduct of games.
Revenue (GGR): Includes the gross receipts from games minus winners’ payout. Gross receipts
are recognized when they are being removed from the central warehouse after being
purchased by the wholesalers. Revenue regarding draws that take place after the reporting
period are deferred and get recognized at the period when the draw will take place. For the
winners’ payout a monthly provision is recognized so as to settle winners’ payout, to the level
stated in the Concession Contract and the Specifications of each Lottery.

Revenue from commissions: New Year’s Eve Lottery is issued once a year and the draw is held
on New Year’s Eve. Net Revenues from this Lottery are attributed to the Greek State.
Hellenic Lotteries S.A. produces, operates, distributes, promotes and manages it and receives
a 17% management fee on gross sales. The fee includes all Company costs related to the
operations of New Year’s Eve Lottery. This commission is recognized once a year, during
December.

Interest income: Interest income is recognized on a time proportion basis using the effective
interest method. When a receivable is impaired, the carrying value is reduced to its
recoverable amount, which is the present value of the expected future cash flows discounted
at the original effective interest rate. Subsequently, interest is calculated using the same interest
rate on the impaired (new book) value.

Expenses: Expenses are recognized on an accrual basis.

Interest expense: Interest expense is recognized on an accrual basis.
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4.2, Operating segments
Segment information is presented based on the internal management reports and
information provided to the chief operating decision makers, as required by IFRS 8. An
operating segment represents a separate category of games. Information for operating
segments that do not constitute reportable segments is combined and disclosed in the

“Other” category.

4.3. Property, plant and equipment
Fixed assets are reported in the Financial Statements at acquisition cost less accumulated
depreciation and impairment losses. Acquisition cost includes all the directly attributable
expenses for the acquisition of the assets. Subsequently they are valued at undepreciated cost
less any impairment.
Subsequent expenditure is added to the carrying value of the tangible assets or are accounted
for as a separate tangible asset only if it is probable that future economic benefits will flow to
the Company and their cost can be accurately and reliably measured. Repair and maintenance
costs are registered to the results when they take place.
Upon sale of tangible assets, any difference between the proceeds and the book value is
booked as profit or loss to the results.
Depreciation of tangible assets (other than Land which is not depreciated) is calculated using

the straight line method over their useful life, as follows:

Plant and Machinery 5-9 years
Vehicle and Equipment 3-5 years

Tangible assets of value up to € 1.5 are fully depreciated during the year.
The residual values and useful economic lives of tangible assets are subject to reassessment
at each reporting date. When the book value of tangible assets exceeds their recoverable

amount, the difference (impairment) is immediately registered as an expense in the results.
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4.4, Intangible assets

Intangible assets include software and concession rights.

Software: Software licenses are valued in acquisition cost less accumulated depreciation.
Depreciation is calculated using the straight line method during the assets’ useful life which
ranges from 1 to 3 years.

Concession Rights: The exclusive rights are recognized initially at market cost or estimated
cost and subsequently at amortized cost decreased by impairment loss (if any). The 12-year
concession granted by the Hellenic Republic to the Company to operate via all appropriate
means provided by the current technology lottery games, has been stated at cost, and will be

depreciated during the twelve (12) year period.

4.5, Impairment of assets

The intangible assets with an indefinite useful life are not depreciated and are subject to
annual impairment review. The rest assets are subject to annual review when some events
suggest that their book value may not be recoverable. The recoverable value is the greatest
amount between the net sales value and the value in use. Net sales value is the amount
received from the sale of an asset at an arm’s length transaction in which participating parties
have full knowledge and participate voluntarily, after deducting any additional direct cost for
the sale of the asset, while value in use is the present value of estimated future cash flows
that are expected to flow into the Company from the use of the asset and from its disposal at
the end of its estimated useful life.

For impairment review purposes, assets are grouped at the lowest levels at which they are
separately identifiable as cash-generating units. As a result, some assets are tested
individually for impairment and some are tested at cash-generating unit level.

An impairment loss is recognised when the carrying amount exceeds the recoverable amount.
The impairment loss is charged pro rata to all cash generating unit items. All assets are
subsequently reassessed as indications that led to the recognition of an impairment loss may

no longer exist.

4.6. The Company as a lessee
The ownership of a leased asset is transferred to the lessee when all the risks and rewards
related to the leased asset have been transferred to the lessee irrespective of the legal type

of the agreement. At the commencement of the lease term, the asset is recognized at its fair
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or, if it is lower, at the present value of the minimum lease payments including additional
payments if any, that are covered by the lessee. A respective amount is recognized as liability
from the finance lease regardless of whether some leases have been prepaid at the beginning
of the leasing.

Subsequent accounting treatment of assets acquired through finance leases, i.e. depreciation
method and useful life, is the same as the one used for comparative assets acquired outside
of finance lease contracts. The accounting treatment of the respective liability regards its
gradual reduction according to the minimum lease payments minus finance charges which are
recognized as expense at financial expenses. The finance charges are allocated through the
lease period and represent a standard interest rate over the remaining balance of the liability.
Payments made under operating leases are charged to the Statement of Comprehensive
Income on a straight-line basis. The related expenditure such as maintenance and insurance

are classified as expenses when they occur.

4.7. Financial Assets
Financial assets include cash and financial instruments. A financial instrument is any contract
that gives rise to a financial asset of one entity and a financial liability or equity instrument of
another entity. Financial assets, other than hedging instruments, can be divided into the
following categories: loans and receivables, financial assets at fair value through profit or loss,
available-for-sale financial assets and held-to-maturity investments. Financial assets are
classified to the categories above by Management upon initial recognition, depending on the
purpose for which they were acquired. The designation of financial assets is reevaluated at
every reporting date at which a choice of classification or accounting treatment is available.
Regular purchases or sales of financial assets are recognized on their settlement date. All
financial assets that are not classified as measured at fair value through profit or loss are
initially recognized at fair value, plus transaction costs.
The Company determines whether a contract contains an embedded derivative upon its
agreement. The embedded derivative is separated from the host contract and accounted for
as a derivative when the analysis shows that the economic characteristics and risks of the
derivative are not closely related to the host contract.
De-recognition of financial instruments occurs when the rights to receive cash flows from the
investments expire or get transferred.
The Company assesses at each reporting date whether a financial asset or group of financial

assets is impaired.
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4.7.1. Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They arise when the Company provides money, goods
or services directly to a debtor with no intention of trading the generated receivables.

Loans and receivables are subsequently measured at amortized cost using the effective
interest method, less impairment losses. Any change in their value is recognized in Statement
of Comprehensive Income when the loans and receivables are derecognized or impaired, as
well as through the amortization process. Amortized cost is calculated taking into account any
discount or premium at acquisition and includes fees that are an integral part of the effective
interest rate and transaction cost.

Trade receivables are impaired when there is objective evidence that the Company will not be
able to collect all amounts due, in accordance with the original terms of collection. The
amount of the write-down is defined as the difference between the asset’s carrying amount
and the present value of estimated future cash flows.

Loans and receivables are included in current assets, except for the ones with maturity greater

than 12 months after the reporting date. These are classified as non-current assets.

4.7.2. Fairvalue

The fair values of financial assets that are traded in active markets are defined by their current
demand prices. For non-traded assets, fair values are defined with the use of valuation
techniques such as analysis of recent transactions, comparative items that are traded and
discounted cash flows. The securities that are not traded in an active market, which have been
classified in the category financial assets available for sale and whose fair value cannot be

determined in an accurate and reliable way, are valued at their acquisition cost.

4.8. Cash and cash equivalents
Cash and cash equivalents include cash at bank accounts and in hand as well as short term
highly liquid investments such as money market instruments and bank deposits with an

original maturity of three months or less.

4.9, Equity
Share capital is determined using the nominal value of shares that have been issued. Ordinary

shares are classified as equity.
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Share premium includes any additional amounts received on the initial issuance of share
capital. Any transaction costs associated with the issuance of shares are deducted from share
premium, net of any related income tax benefits.

At purchase of treasury shares, the consideration paid, along with all the related expenses, is
deducted from equity. No gain or loss is recognised in the Statement of Comprehensive

Income from the purchase, sale, issue or cancellation of treasury shares.

4.10. Income tax and deferred tax
The tax of the period is comprised by current income tax and deferred tax, i.e. the tax charges
or tax credits that are associated with economic benefits accruing in the period but have been
assessed by the tax authorities in different periods. Income tax is recognized in the Statement
of Comprehensive Income of the period, except for the tax relating to transactions that have
been booked directly to equity. In such case the related tax is, accordingly, booked directly to
equity.
Current income tax assets and/or liabilities comprise those obligations to, or claims from,
fiscal authorities relating to the current or prior reporting period. They are calculated
according to the tax rates and tax laws applicable to the fiscal periods to which they relate,
based on the taxable profit for the year. All changes to current tax assets or liabilities are
recognised as a component of tax expenses in the Statement of Comprehensive Income.
Deferred income taxes are calculated using the liability method on temporary differences.
This involves the comparison of the carrying amounts of assets and liabilities in the Financial
Statements to their respective tax bases. Deferred tax assets are recognised to the extent that
it is probable that they will be able to be offset against future taxable income. Deferred tax
liabilities are recognised for all taxable temporary differences.
Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are
expected to apply at the period of realisation, provided they are enacted or substantively
enacted at the reporting date.
Most changes in deferred tax assets or liabilities are recognised as a part of tax expense in the
Statement of Comprehensive Income. Only changes in deferred tax assets or liabilities that
relate to a change in value of assets or liabilities that is charged directly to equity are charged
or credited directly to equity.
Deferred tax asset is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow the benefit of part or

that entire deferred tax asset to be utilised.
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The Company recognises previously unrecognised deferred tax asset at the reporting date to
the extent that it has become probable that future taxable profit will allow the deferred tax

asset to be recovered.

4.11. Provisions, contingent liabilities and contingent assets
Provisions are recognised when present obligations will probably lead to an outflow of
economic resources from the Company which can be estimated reliably. Timing of the outflow
may still be uncertain. Provisions are not recognised for future operating losses.
Where some or all of the expenditure required to settle a provision is expected to be
reimbursed by another party, the reimbursement is recognised when it is virtually certain that
the reimbursement will be received if the entity settles the obligation and it is treated as a
separate asset. The amount recognised for the reimbursement should not exceed the amount
of the provision. The expense relating to a provision is presented in the Statement of
Comprehensive Income, net of the amount recognised for a reimbursement.
Where the effect of the time value of money is material, the amount of a provision is the
present value of the expenditures expected to be required to settle the obligation. The
discount pre-tax rate reflects current market assessments of the time value of money and the
risks specific to the liability. Where discounting is used, the carrying amount of the provision
is increased at every period to reflect the temporal changes. This increase is recognised as
borrowing cost in the Statement of Comprehensive Income.
All provisions are reviewed at the reporting date and adjusted to reflect the current best
estimate. If it is no longer probable or the probability that an outflow of resources embodying
economic benefits will be required to settle the obligation is removed, the provision is
reversed.
In those cases where the possible outflow of economic resource as a result of present
obligations is considered improbable or remote, or the amount to be provided for cannot be
measured reliably, no liability is recognised.
Probable inflows of economic benefits to the Company that do not yet meet the recognition
criteria of an asset are considered contingent assets. Contingent assets are not recognized in
the Financial Statements but are disclosed provided that the inflow of economic benefits is

probable.
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4.12. Financial liabilities
The Company's financial liabilities include loans and overdrafts, trade and other payables and
lease obligations. They are included in the Financial Statements under the headings: “Long
term loans”, “Short term loans”, “Other non-current liabilities”, “Trade payables”, “Other
current liabilities”.
Financial liabilities are recognised when the Company becomes a party to the contractual
agreement of an instrument and derecognised when the obligation under the liability is
discharged or cancelled or expires. All interest related charges are recognised as an expense
in “Financial expenses” in the Statement of Comprehensive Income.
Finance lease liabilities are measured at initial value less the capital element of lease
repayments.
Trade payables and other liabilities are recognised initially at their nominal value and
subsequently measured at amortized cost less settlement payments.
Gains and losses through the amortization process as well as when the liabilities are
derecognized, are recognized in the Statement of Comprehensive Income.
Where an existing financial liability is exchanged by another or the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as a write off of the original liability and
recognition of a new liability. Any difference in the respective carrying amount is recognised
in the Statement of Comprehensive Income.
Loans are recorded as liabilities at fair value when the funds are received net of direct issue
costs. Direct issue costs are measured at amortized cost. The difference between the funds
disbursed (net of direct issue costs) and the total borrowed amount, is recognized in
instalments during the duration of the loan using the effective interest method. Interest
expenses are recognized when paid and at the reporting date, to the extent that these
expenses are accrued and unpaid. Loans are classified as long-term if they mature in more

than one year and short-term if they mature in one year or less.
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4.13. Retirement benefit costs
The Company pays contributions to employee benefit plans after leaving the service in
accordance with the laws.

4.13.1. Defined benefit plans

As defined benefit plan is a benefit plan to an employee after leaving the service, in which
benefits are determined by certain parameters such as age, years of service or salary. At
defined benefit plan, the value of the liability is equal to the present value of defined benefit
payable at the reporting date less the fair value of plan assets and of past services cost. The
defined benefit liability and the related expense is estimated annually by independent
actuaries using the projected credit unit method. The present value of the liability is
determined by discounting the estimated future cash flows to the interest rate of high quality
corporate bonds or government bonds in the same currency as the liability with proportional
liability duration, or interest rate that takes into account the risk and duration of the liability,
where the market depth for such bonds is weak. The costs of liability are recognized in income
during the rendering of insured services. The expenses for defined benefit plans, as estimated,
are recognized in the income statement and are included in the account “Staff Costs”.
Additionally, based on the requirements of IAS 19 (Amendment) the actuarial gains/(losses)

are recognised in the statement of comprehensive income.
4.13.2. Defined contribution plans

A defined contribution plan is where the entity pays fixed contributions into a separate entity
and no legal or constructive obligation to pay further contributions if the fund does not have
sufficient assets to pay all employees the benefits relating to employee service in current or
prior years. The contributions are recognized as employee benefit expense on an accrual basis.
Prepaid contributions are recognized as an asset to the extent that a cash refund or a

reduction in the future payments is available.
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5. DIVIDEND DISTRIBUTION

Dividend distribution to the shareholders of the Company is recognized as a liability named
“Other Current Liabilities” at the date when the distribution is approved by the Shareholders

General Meeting.

6. OPERATING SEGMENTS

For management information purposes and decision making, the Company is organized in the

following operating segments:

01.01.2017-31.12.2017 SCRATCH | LOTTERY | UNALLOCATED | TOTAL
Revenue (GGR) 103,828 | 55089 | - | 158,916

GGR contrlbutlon (31,148) (16,685) (47,833)
—
Agents' commission (25,037) (16,371) (1,382) (42,791)
Other NGR related commission (15,814) (4,131) - (19,945)

Other operating income 23 12 2,197 2,233
Operating expenses (13,626)  (7,235) (52) (20,914)

Depreciation, amortization and reversal
of impairment of intangible assets (2,548 (1,352) - 3,900

Results from operating activities 15,677 9,327 25,767

01.01.2016-31.12.2016 SCRATCH UNALLOCATED
Revenue (GGR) 98561 | 60493 | - | 159,054

GGR contribution (29,568) (18,215) (47,783)
Netgaming revenueNGR) | Goss | amrs | - | 1mam
Agents' commission (23,754) (18,178) (1,401) (43,334)
Other NGR related commission (15,130)  (4,439) - (19,569)
Other operating income 31 19 2,220 2,270
Operating expenses (12,651) (7,765) (96) (20,513)
Depreciation,amortization (9,812) (6,022) (15,833)

Results from operating activities 7,677 m_m
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E. NOTES ON THE FINANCIAL STATEMENTS

1. INTANGIBLE ASSETS

Intangible assets refer to software and concession rights and are analyzed as follows:

games

For the financial year ended on 31.12.2016

Opening net book amount (1 January 2016) 665 148,590

Additions 82 - [ 82
Amortization charge 238 (14,380) _ ,618)
Net Book Amount (31 December 2016) 509 134,210

Opening net book amount (1 January 2017) 509 134,210
Additions 54 - “
Amortization charge (251) (14,380) _ ,630)
Reversal of impairment of intangible assets - 12,114
Net Book Amount (31 December 2017) 313 131,944

Intangible assets are mainly comprised by the twelve year license to produce, operate,
distribute, promote and manage all State Lotteries, costing € 190,000. In fiscal year 2015 the
license was impaired by €15,021, while in current fiscal year a reversal of this impairment by

€12,114 was performed.

The amount of the impairment that was reversed, was determined, (just like 2015), by
discounting future free cash flows arising from the continuous use of it, until its expiration on

2026.

The discount rate used is the Weighted Average Cost of Capital which is the average cost of
capital for the projects and activities of the Company. The approach of using Weighted
Average Cost of Capital is based on the fact that Company’s operations are simultaneously
funded by loans and equity. Regardless of the taxes, the cost of the loan corresponds to the
interest rate. However, given for granted the taxes paid by the Company, the cost of debt is
attributable to the after tax cost of debt. The capital cost, is the opportunity cost of the capital
investment in a particular company rather than in others with the same risk, for which the
creditors and shareholders expect to be compensated. The Weighted Average Cost of Capital
is the discount rate that converts the expected future cash flows to present value and is equal

10 9.7%.
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In the model of the discounted cash flows are included the free cash flows arising until the

expiration of the twelve year license of State Lotteries at 2026.

The budgeted earnings before tax, depreciation and amortization (EBITDA), are based on
expected future benefits taking into account empirical characteristics adapted to the expected
growth rate. For budgeted earnings before interest, tax, depreciation and amortization
(EBITDA) is calculated an average increase of 1.9% for 2018 and the average growth rate of

flows up to 2026, when the license expires, was calculated on average at 1.4%.

The income resulted for reversal of impairment equals to € 12,114 and is included in the Profit
or Loss Statement, by decreasing the depreciation and amortization charges of the period by

the whole amount of the reversal.

The allocation of depreciation, amortization and reversal of impairment of intangible assets per

business segment for the period, is included in the relevant section (D6).
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2. PROPERTY, PLANT AND EQUIPMENT

Year that ended on 31 December 2016

Opening net book amount (1 January 2016) 42 4,466
Additions - 9 _
Depreciation & Amortization charge (8) (1,208)
Net book amount (31 December 2016) 34 3,267 m

Year that ended on 31 December 2017

Opening net book amount (1 January 2017) 34 3,267 m
Additions - 3 [ 3|
Depreciation & Amortization charge (8) (1,375) m
Net book amount (31 December 2017) 26 1,895

All tangible assets are unencumbered.

3. DEFERRED TAX ASSETS

The movement of deferred tax assets is as follows:

Opening balance, net deferred asset 10,508 9,072

Charge recognised in profit or loss (2,135) 1,436
Charge recognised in other comprehensive income 1) -

Closing balance, net deferred asset 8,372 10,508

Hereinafter are analyzed the amounts above:

Net Recognised i Balance at
balance at . . Other
in profit or . 31 December
1 January loss Comprehensive 2017
2017 Income
Property, plant and equipment 153 137 - 290
Intangible assets 4,256 (3,951) - 305
Deferred expenses (2,645) (676) - (3,321)
Employee benefits 11 4 (2) 15

Accrued liabilities 8, 2,350 11,083

732 3 - )
10,508 (2,135) 8,372
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Net Recognised Recognised in Balance at
balance at in rcg)fit or Other 31
NET[TETSY ploss Comprehensive | December
2016 Income 2016
Property, plant and equipment 32 121 - 153
Intangible assets 4,693 (437) - 4,256
Deferred expenses (1,851) (793) - (2,645)
Employee benefits 12 (-) (-) 11
Accrued liabilities 2,546

6

Deferred expenses refer to deferred tax liabilities occurring from 30% contribution on GGR of

the period after the reporting date.

Accrued liabilities refer to the provision of amounts covering the specified minimum payout.
Deferred tax assets and liabilities are offset when there is the legal right to offset current tax
assets with current tax liabilities and these assets and liabilities refer to the same tax
authorities.

The income tax rate to which the Company is subject for 2017 equals to 29%.

4. CASH AND CASH EQUIVALENTS

Cash and cash equivalents are analyzed as follows:

Cash in hand 8,186 1,570
Short term bank deposits 27,717 39,520

fotal | 35902 | 41091

Short term bank deposits are comprised by current accounts and time deposits. The effective

interest rates are based on floating rates and are negotiated on a case by case basis.

Short-term bank deposits are subject to restrictions of cash withdrawal and working capital
transfers, as established with the act of legislative content 65/28.06.2015 and applied in

accordance with the relevant ministerial decisions.
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5. TRADE RECEIVABLES

The analysis of trade receivables is as follows:

Receivables from sales' network 61,506 50,876
Doubtful receivables from agents 566 340
Other receivables - 7

[Sub total short term trade recelvables | 62,071 | 51224 |
Less provisions for bad and doubtful debts 822 484

Total short term trade receivables 61,249 50,739

Within 2017, the Company adopted a new credit policy model in respect of the receivables
from sales of scratch which is based on the redemption of the tickets within the package sold
and not its activation as applicable in prior year. The new model refers to the sales channels
with the largest sales volume.

Due to the above change, but also due to the significant increase in guarantees granted by
wholesalers, credit limits have proportionately increased.

Uncollected debts on 31.12.2017 are classified according to maturity. The figure considered
doubtful and for which an extra provision of € 338 have been provided for, amounts to € 822.
The expected collection and maturity of all receivables does not exceed a three (3) month

period.

6. OTHER CURRENT ASSETS

Analysis of other current assets is as follows:

| 31122017 | 31122016

Other receivable - revenue receivable 504 12
Prepaid expenses 1,179 1,075
Receivables from taxes 11,443 9,120

Total | 13126 [ 10207

Prepaid expenses include mostly deferred sales commissions and sponsorship expenses.
Receivables from taxes have arisen due to the 30% contribution on GGR, which was paid in

the reporting period but it refers to the next.
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7. EqQuiTy

7.1 Share capital
Share capital amounts to € 31,000, divided into 3,100,000 ordinary registered shares worth €
10 each. The shareholder structure involves OPAP INVESTMENT LIMITED with 67%, INTRALOT
LOTTERIES LIMITED with 16.50% and SCIENTIFIC GAMES GLOBAL GAMING S.3a.rl with 16.50%.
All shares are of equal value concerning the dividend distribution and capital return and

represent one vote at the General Meeting of the shareholders of Hellenic Lotteries S.A..

At the establishment of the Company the share capital was set at € 20,000 th.. The
Extraordinary General Meeting on 26.08.2013 decided to increase the share capital by the
amount of € 1,000, resulting at a share premium of € 19,000 and the respective one held on
17.10.2013, decided to increase the share capital by the amount of € 10,000, resulting in a
share premium of € 142,000. The Extraordinary General Meeting held on 14.04.2015 decided
first a share capital increase by €65,007 via capitalization of part of share premium account
without issuance of new shares and simultaneous increase of each share’s nominal value and
second an equivalent reduction via decrease of each share’s nominal value with return of the
respective amount to the shareholders of the Company. Similarly, the Extraordinary General
Meeting held on 15.06.2016 decided first a share capital increase by €19,995 via capitalization
part of share premium account without issuance of new shares and simultaneous increase of
each share’s nominal value and second an equivalent reduction via decrease of each share’s

nominal value with return of the respective amount to the shareholders of the Company.

7.2 Reserves
The reserves consist of the mandatory amounts deducted from each years' earnings for the
formation of legal reserve.
The legal reserve amounts to at least 5% of annual net profits that are added every year. The
obligation seizes when at least the level of 1/3 of paid up share capital is reached. This reserve
fund is used exclusively to equalize, before any dividend distribution, any debit balance of
profit and loss account. The legal reserve of the Company amounts to € 1,693 on 31.12.2017,

as an extra reserve of € 921 was formatted (2016: € 772).
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7.3 Dividend
The 3rd Ordinary General Meeting of the Shareholders, which took place on 18.05.2017 at the
Company’s Head Offices, unanimously decided and approved the payment of dividend of
€1.66 per share to Company’s shareholders, before deduction of respective taxes, namely a

total gross amount of € 5,146.

8. LOANS

Long term bond loan 40,000 50,000

Long term portion of bond loan 40,000 50,000
Total of bond loan 40,000 50,000

On 05.02.2016, the Company entered into an Agreement with Alpha Bank for the renewal of
the Revolving Bond Loan for amount up to € 50,000 and for a period of three years (ending on
February 2019). On 29.06.2016, € 50,000 were in total disbursed, while on 01.06.2017 the
company repaid € 10,000 of the Bond Loan, leaving a balance of € 40,000 as at 31.12.2017.

9. EMPLOYEE BENEFIT PLANS

The analysis of employee benefit plans in the Statement of Financial Position as at 31.12.2017

is the following:

31.12.2017 31.12.2016

Current service cost 13 8
Interest cost 1 1
Settlement cost (result) - 215

| Total cost recognized in Statement of Comprehensive Income | 14 | 224 |
Actuarial (gain)/loss arising from financial assumptions (0) 3
Actuarial (gain)/loss arising from experience adjustment (2) (3)

ot actuarial (gan)los recognizedinkquity | (@) | (1) |
Payments = 225
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The main actuarial assumptions for the retirement plan are the following:

Discount rate 1.40% 1.35%
Expected salary increase percentage 2.00% 2.00%
Average service in the company 28.16 28.73
Inflation rate 2.00% 2.00%

[F1:11114Y change
Increase in discount rate by 0.5% 45 -10%
Decrease in discount rate by 0.5% 56 12%
Increase of the expected wages' increase by 0.5% 56 11%
Decrease of the expected wages' increase by 0.5% 45 -10%

10.TRADE PAYABLES

Analysis of suppliers’ balances and other payables is as follows:

Suppliers (services, assets, etc.) 7,718 9,698
Payout to the winners and retained earnings 59,048 53,241
Other payables (salaries — subsidies) 7,618 6,425

Total trade payables 74,384 69,364

The variation observed at the line “Payout to the winners and retained earnings”, is attributed
mostly to the decrease of the liability to the winners by €2,116 as well as to the increase of

payout provision by € 8,270.

11.TAX LIABILITIES

Tax liabilities are analyzed below:

Income tax liabilities 2,435 2,177
Tax on the net revenues 6,031 5,450
Other taxes (withholding, VAT) 1,340
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The Company's income tax liabilities include an assessment of income tax for the period 01.01-
31.12.2017 as well as the income tax prepayment of fiscal year 2017 as defined by 2016

income tax statement.

As per L. 4093/2012, a 30% contribution is imposed on the Company’s net revenue (revenue
minus players’ winnings as calculated per greek GAAP) with an effective date from 01.01.2013.
Total contribution expense on GGR that encumbers fiscal year 2017 amounted to € 47,833
and the liability on 31.12.2017 to €6,031. The respective expense of prior fiscal year was
€47,783, whereas the liability was € 5,450 as at 31.12.2016.

While in previous period “Other taxes” were comprised mainly by the payout difference from
Laiko Lottery to the Greek State, in current period they mainly include VAT and withholding
taxes from games. The variation observed is due to that fact, as on 31.12.2016 the real payout
from Laiko Lottery was lower than the minimum payout. According to the Concession
Agreement, any difference between the relevant minimum payout percentage (60%) and the
real payout percentage achieved during a financial year will be added to the amount payable

to the Greek State for that year.

12.0OTHER CURRENT LIABILITIES

Other current liabilities are analyzed below:

Provisions of donations 74 -

Provision of sponsorships - 50
Wages and salaries 291 277
Insurance contributions payable 83 73

Liability to the Greek State for the management of New Year's
Eve Lottery

Other liabilities 1,955 5,840

o | s | s

The variation observed at the line “Other liabilities”, is due to the fact that Company was liable

3,537 3,682

to one of its shareholders by € 3,299 as at 31.12.2016 which has been settled during 2017.
This indebtedness, had arisen from the share capital decrease performed during the previous

fiscal year.
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13.GGR CONTRIBUTION

As per L. 4093/2012, a 30% contribution is imposed on the Company’s net revenue (revenue
minus players’ winnings as calculated per greek GAAP) with an effective date from 01.01.2013.
For the calculation of this contribution, revenues from the New Year’s Eve Lottery are

excluded. Refer to note 11.

14.AGENTS’ COMMISSION

Sales’ network commissions are calculated per type of lottery sales, ranging from 7% to 12%

depending on the sales’ channel (wholesalers, mini markets, OPAP S.A. sales’ network etc.).

15.0THER NGR RELATED COMMISSION

Other NGR related commission, is an expenditure incurred by the Company, for provision of
services which receives from OPAP S.A., Intralot S.A. and Scientific Games International Inc..
Hellenic Lotteries S.A. is a member of OPAP Group, while Intralot S.A. and Scientific Games
International Inc., holds 16.50% each, of Company’s share capital. The services provided,
relate to designing printing and logistics of SCRATCH tickets, operation and maintenance of
the central system and the usage of OPAP’s sales network.

The expense is calculated using fixed percentages over Company’s wagered amounts

(revenue-share scheme) and on 31.12.2017 it amounts to € 19,945 (2016: € 19,569).

16.OTHER OPERATING INCOME

An amount of €2,197 included in other operating income, refers to the management fee of
New Year’s Eve Lottery (2016: €2,219) .The New Year’s Eve Lottery is issued once a year and
the draw is held on New Year’s Eve. Net Revenues from this Lottery are attributed to the Greek
State. Hellenic Lotteries S.A. produces, operates, distributes, promotes and manages it and
receives a 17% management fee on gross sales. The fee includes all company costs related to
the operations of the New Year’s Eve Lottery. This commission is recognized once a year,

during December.
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17.PAYROLL EXPENSE

Payroll expenses are as follows:

Wages and salaries 1,606 1,526
Social security costs 350 294
Other staff costs 26 20
Staff retirement indemnities (SLI) 13

Termination compensations 36 215

o | s | oo |

On 31.12.2017, the Company employed 33 full time individuals versus 27 individuals on
31.12.2016. It should be noted that OPAP S.A. provides the Company with supportive
administrative services as per respective contract.

18. MARKETING EXPENSES

Advertising expenses are analyzed as follows:

CSR and sponsorships expense 2,527 3,284
Advertising expense 9,578 8,386

The Company sponsorships the sport of basketball. It also makes donations, relating to
implementation of Football Festivals for sports academies.

19.OTHER OPERATING EXPENSES

Other operating expenses are analyzed as follows:

IT related costs 9 7
Utilities & Telecommunication costs 423 423
Rentals 147 99
Other 6,200 6,249

6,779 6,778

The vast majority of other expenses is consisted by third party fees such as supporting,
advisory logistic and printing services.



HELLENIC LOTTERIES S.A. — Annual Financial Report 2017

20.FINANCIAL INCOME / (EXPENSES)

Financial results are analyzed as follows:

Interest and expenses of bond loan (2,192) (2,606)
Other financial expenses (606) (606)

Capital cost of pension plans

Total expenses (2, 799) m
-

Bank deposits

Total interest income 134 “

Other financial expenses include amounts such as letters of guarantee commissions, as well

as other commissions and bank expenses.

21.  INCOME TAX / DEFERRED TAX

Income and deferred tax at Statement of Comprehensive Income is analyzed below:

Amounts recognized in Profit or Loss:

Year that ended on December 31 2017 2016

Current tax (4,683) (4,741)
Deferred tax (2,135) 1,436

e8| (308 |
Effective tax rate 29.5% 29.4%

Amounts recognized in Other Comprehensive Income:

Year that ended on December 31 2017 2016

Remeasurement of defined benefit liability 1) -

s BTN B

Income and deferred tax payable was calculated using 29% rate.
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The reconciliation of income and deferred tax is the following:

Profit/(Loss) before tax mm

Tax according to the tax coefficient of 29% (6,700) (3,261)
Tax effect from expenses/income that are not tax

deductible 2o (S
Differences from income tax statement 83 13
Permanent and other differences - 60

Income tax and deferred tax income/(expense) (6,818) m

22.EARNINGS PER SHARE

Basic earnings per share are calculated as follows:

Net profit attributable to the shareholders 16,284 7,939
Weighted average number of ordinary shares 3,100 3,100

23.RELATED PARTY DISCLOSURES

The term related parties includes companies at which the Company participates with a
significant percentage, companies that belong to its main shareholders, companies controlled
by members of the BoD or key management personnel, as well as close members of their
family. The Company’s income and expenses for the fiscal year 2017 as well as the balances
of receivables and payables for the same period that have arisen from related party
transactions, as defined by IAS 24, are analysed as follows:

23.1. Transactions with Related Companies

| Fxpenses || Pavables

OPAP INVESTMENT LTD

INTRALOT LOTTERIES LIMITED = 36 =
SCIENTIFIC GAMES GLOBAL GAMING S.A.RL = 36 =
OPAP S.A. 6,335 2,890 =
INTRALOT S.A. 5,600 = 432
SCIENTIFIC GAMES WORLDWIDE LTD 5,433 1,628 =
TORA DIRECT S.A 3 2 =
HORSE RACES S.A.
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It is necessary to mention that one of the members of the Board of Directors of OPAP S.A,, is
the main shareholder of the company «TEMETERON LTD» which is in the sales network of
Hellenic Lotteries S.A.. For the year 2017, the income which is included in the Statement of

Comprehensive Income amounts to € 47 and the receivable is € 2.

23.2. Transactions with Key management personnel and BoD

BoD and key management personnel o S
Yy g P 31.12.2017 31.12.2016

BoD transactions and salaries 86 72
Key management personnel transactions and salaries 410 567
Liabilities to Bod and key management personnel 23 21

24.0OTHER DISCLOSURES

Contingent liabilities

24.1. Unaudited fiscal years

The Company has not been inspected by the Tax Authorities since its establishment.

It has though been subject to tax audit by legal auditors, according to the terms of article 82,
par. 5 of the Law 2238/1994 and the article 65A, par. 1 of L. 4174/2013 that has been
accordingly revised by L. 4262/2014, and received the Tax Compliance Reports without
differences. In any case and according to POL. 1006/05.01.2016, Greek companies subject to the
Tax Certificate process are not excluded from a tax audit by tax authorities. Subsequently, tax
liabilities for these fiscal are not considered to be final. A possible tax audit may impose further

taxes and fines, the amount of which is not expected to be material.

For the tax audit of fiscal year 2017 which is conducted by legal auditors and is in progress, no

amount has been provided for tax differences.

24.2. Legal matters
Until the public release of these Financial Statements, no legal cases have arisen from third
parties, companies or individuals that will require the formation of a relevant provision due

to a negative outcome. Furthermore, the Company has made no relevant claims.
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Commitments

Total future minimum payments for contracts that the Company has entered into, are
analyzed below:

Less than 1 year 54,248 55,463
1-5years 200,244 203,236
More than 5 years 166,667 216,667

During the year, the company has paid €147 for operating leases (building/vehicle rentals).

| 3112201 31.12.2016

Less than 1 year 119 118
1-5years 84 183
More than 5 years - -

On 31.12.2017 the Company is counterparty to contracts of sponsorships, professional fees,
operating leases, other expenses and contributions in the favor of the Greek State as

presented below:

Sponsorships | Professional | Operating Other
. Contributions

- Advertising fees leases expenses
Less than 1 1,975 2,245 119 50,000 28 54,367
year
1-5years - 240 84 200,000 4 200,328
More than - 166,667 - 166,667
5 years

e T i e e

25.FINANCIAL RISK FACTORS

Main risks and uncertainties to which the Company may be exposed are the following:

25.1. Risk related to political and economic conditions, as well as
market conditions and developments in Greece

On a macroeconomic level, the realization of the Third Economic Adjustment Program of the
Greek economy, in conjunction with the positive growth rates that the Greek economy
recorded in 2017 as well as the upgrade of Greece’s credit rating by the three rating agencies,
set the grounds for the return to an established course of sustainable growth. However, the

completion of the Adjustment Programs continues to be subject to a series of conditions that
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may lead to negative effects for the Company’s business activities, operational results and
financial status.

The Company’s activity is significantly affected by the disposable income, private
consumption, which in turn are affected by the current economic conditions in Greece, such
as the unemployment rate, interest rates, inflation rate, tax rate and the increase in GDP rate.
Moreover, the economic recession, financial uncertainty and a number of the Company’s
customers potential interpretation that the economic conditions are deteriorating, could
result in a decrease of the usage of the various gaming services that the Company offers to
the public.

The return to economic stability depends greatly on the actions and decisions of the
institutions both in the country and abroad, as well as from the assessment of the Greek
economy from international creditors in the context of the adjustment programs.

Any further negative development in the economy would affect Company’s normal
operations. However, the Management is continually adjusted to the situation and ensures

that all necessary actions are taken, to maintain undisturbed activities.

25.2. Market risk
Market risk arises from the possibility that changes in market prices such as exchange rates
and interest rates affect the results of the Company or the value of financial instruments held.
The management of market risk consists in the effort of the Company to control its exposure

to acceptable limits.

25.3. Currency risk
The Company operates in Greece and there are not any agreements with suppliers in
currencies other than in euro. All revenues from games are in euro, transactions and costs are
denominated or based in euro, subsequently, there is not any substantial foreign exchange
risk. Additionally, the vast majority of Company’s cost base is, either proportional to our
revenues (i.e. payout to winners, agents commission) or to transactions with domestic

companies (i.e. IT, marketing).

25.4. Capital Management
The primary objective of the Company relating to capital management is to ensure and
maintain strong credit ability and healthy capital ratios to support the business plans and
maximize value for the benefit of shareholders.
The Company manages the capital structure and makes the necessary adjustments to

conform to changes in business and economic environment in which they operate. The
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Company in order to maintain or adjust the capital structure, may adjust the dividend paid to

shareholders, return capital to shareholders or issue new shares.

25.5. Credit risk

Sales take place via an extended network of agents. Their credit terms are depending on the
product and distribution channel.

The basic credit risk of the Company, which is not considered important, comes from bad
debts from company’s networks, with the appropriate provisions being made. At the same
time an efficient credit risk policy is in place maintaining credit exposure at manageable levels.
Potential credit risk may occur from Company’s cash and cash equivalents in the case a
financial institution fails to meet its obligations. To minimize such risk the Company has placed

limits which constitute the maximum amounts placed in any financial institution.

Assets subject to credit risk as at the reporting date are analyzed as follows:

Financial Assets Categories

Cash and cash equivalents 35,902 41,091
Trade and other receivables 74,375 60,946

Within 3 months 98,269 92,576
From 3 months to 6 months 11,443 9,120
From 6 months to 1 year - -
Over 1 year 566 340

25.6. Liquidity risk
The Company’s games have a secured theoretical payout percentage, calculated on the
revenues and a payout limit, thus securing sufficiency of cash and cash equivalents and

preserving the liquidity risk at low levels.
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The maturity of the financial liabilities of the Company is analyzed as follows:

For the year ending on 31 1till5 unltii;ci:)i;:;ed
December 2017 years

Other long term liabilities 364
Borrowings - - 40,000 40,000
Trade payables 36,242 38,142 - 74,384

Other short term liabilities 5,940

5,940

25.7. Cash flows risk and fair value change risk due to interest changes
The Company is exposed to interest rate risk principally in relation to outstanding debt and
financial assets. The only existing debt facilities as of 31.12.2017 was the Company’s Bond
Loan. The Company generally does not undertake any specific actions to hedge exposure to

interest rate risk and at 31.12.2017 was not a party to any such transactions.

25.8. Letters of guarantee
According to art. 26.1 of the Concession Agreement with the Hellenic Republic Asset
Development Fund for the production, operation, distribution, promotion and overall
management of all State Lotteries, the Company should keep one or more letters of guarantee
of annual validity, amounting to € 35,000 for the first financial year of the agreement, € 50,000
for each of the next five years and € 75,000 for the remaining duration of the agreement. For
this purpose, the Company on 31.12.2017 had in effect two letters of guarantee, totally
amounting to € 50,000 (€25,000 each) (a) one with issue date 30.07.2013, amended on
22.12.2017 for a fourth time in order to reach a yearly extension, i.e. until 31.12.2018 and (b)
one issued on 23.12.2014, amended on 05.12.2017, also in order to reach a yearly extension,

namely until 31.12.2018.

25.9. Security risk
Reliability and transparency in relation to the operation of the games are ensured by several
security measures designed to protect information technology system from breaches in
security such as illegal retrieval and illegal storage of data and accidental or intentional
destruction of data. Security measures cover data processing system, software applications,
the integrity and availability of data and the operation of the network. Additionally, all critical

business applications that relate to game operation and availability are hosted in systems that
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guarantee high availability, including transferring to a Backup Computer System if deemed
necessary. Moreover, a critical evaluation of all systems is conducted — whether they are
directly related to game availability or not — so that they can be integrated into the Disaster
Recovery Plan, if deemed necessary. All applications are integrated in a security backup

creation system according to their significance.

25.10. Tax change risk

The Company’s business activities and the sector in which it does business are subject to
various taxes and charges, such as the special contribution regarding games which is
calculated based on the gross gaming revenue, the tax on players’ winnings and the income
tax of legal entities.

The Company is exposed to the risk of changes to the existing gaming taxation status or the
gaming tax rates, creating unexpected increased costs for the business and impacting the
implementation of Company’s strategic objectives for sustainable revenues and additional
investments. The Company is seeking to promptly respond to any potential tax changes, by
maintaining the required tax planning resources and developing contingency plans so as to

implement the required mitigating actions and to minimize the overall impact.

26.RECLASSIFICATIONS

In Company’s Statement of Comprehensive Income for the year 2016, the amount of € 599.6
was reclassified from “Other operating expenses” to “Agents commission”. The amount was

reclassified for better presentation and comparativeness between the periods.
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27.SUBSEQUENT EVENTS

No subsequent events have been noticed until the date the Financial Statements were issued.

Athens, 29 March 2018

Chairman of the BoD & Member of the BoD & Accounting & Consolidation
Chief Executive Officer Chief Financial Officer Director

Damian Cope Michal Houst Petros Xarchakos



HELLENIC LOTTERIES S.A. — Annual Financial Report 2017

F. SUMMARY FINANCIAL INFORMATION FOR THE PERIOD FROM 01.01.2017 TO

31.12.2017

HELLENIC LOTTERIES S.A. HELLENIC LOTTERIES - SOCIETE ANONYME
i opap FOR THE PRODUCTION, OPERATION, CIRCULATION,

PROMOTION AND MANAGEMENT OF LOTTERIES
General Electronic Commercial Registry-G.E.MI. Number: 125891401000
Athinon Ave 112, Athens 104 42
SUMMARY FINANCIAL INFORMATION
FOR THE PERIOD FROM 01 JANUARY, 2017 TO 31 DECEMBER, 2017
(Published according to L. 2190/20, article 135 for companies preparing annual financial or not, in with the LF.R.S.)

The following information deriving from the financial report aims at a general presentation of Hellenic Lotteries S.A. financial status and results. Therefore, it is recommended to the reader, prior to proceeding to any kind of investment
decision o transaction, to visit Hellenic Lotteries S.A. site, where the financial statements and the legal auditors’ review report (the latter whenever required) are posted.

Member of OPAP Group of comparies.

Responsible Supervisory Authority: Ministry of Finance, Development and Tourism

Website: www.hellenic-lotteries.gr Approval date of the financial report: 29 March 2018
Damian Cope, Spyridon Fokas, Michal Houst, Chartered Accountant: Nikolaos Vouniseas (Registry No SOEL 18701)
Kamil Ziegler, Dimitrios Andriotis, Vasileios Grammatikas, KPMG Certified Auditors S.A. (No SOEL 114)
Antonios Kerastaris, James Edward Bunitsky, Michael Conforti Review report: Unqualified

Aspasia Topalidou, lan Robert Catchick

FINANCIAL POSITION STATEMENT INFORMATION CASH FLOW STATEMENT INFORMATION
(Amounts in thousands of euro) (Amounts in thousands of euro)
31.12.2017 31.12.2016 01.01.201 17
ASSETS Operating acti 'S
Tangible assets 1,921 3301 | Profit before tax 23,102 11,244
Intangible assets 132,257 134,720 | Adjustments for:
Other non-current assets 8,389 10,524 | Depreciation and amortization 16,014 15,833
Trade receivables 61,249 50,739 | Net Finance Costs 2,665 3,049
Other current assets 49,028 51,297 | Provisions for bad debts 338 13
TOTAL ASSETS 252,845 250,581 | Reversal of impairment of intangible assets (12,114) -
LIABILITIES & EQUITY Employee benefit plans 13 223
Share capital 31,000 31,000 | Other provisions - (49)
Other items of shareholders' equity 92,121 80,982 | Plus /(minus) adjustments for changes
Total shareholders' equity (a) 123,121 111,982 | in working capital or connected
Provisions / Other non-current liabilities 414 346 | to operating activities:
Non current loan liabilities 40,000 50,000 | Increase in receivables (13,817) (18,677)
Other current liabilities 89,310 88,254 | Increase in payables (excluding banks) 1,138 19,861
Total liabilities (b) 129,724 138,600 | Increase / (decrease) in taxes payables (237) 616
TOTAL LIABILITIES & EQUITY (a)+{b) 252,845 250,581 | Minus:
Interest paid (2,842) (3136)
Income taxes paid (4,407) (8,104)
Cash inflows from operating activities (a) 9,852 20,873
Inve:
Purchase of intangible assets (54) (82)
Purchase of property, plant and equipment @) ()
Interest received 163 138
COMPREHENSIVE INCOME STATEMENT INFORMATION Cash inflows from investing activities (b) 105 a7
(Amounts in thousands of euro except for earnings per share) nancing activities
Proceeds from loan - 50,000
01.01.2017-31.12.2017  01.01.2016-31.12.2016 | Payments of loan installments (10,000) (30,000)
Revenue (GGR) 158,916 159,054 | Payments of share capital increase expenses - (220)
Net gaming revenue (NGR) 111,083 111,271 | Share capital decrease - (19,995)
Results from operating activities 25,767 14,292 | Dividends paid (5,146) -
Profit before tax 23,102 11,244 | Cash outflows from financing activities (c) (15,146) (215)
Net Profit after tax (A) 16,284 7,939 | Netincrease /(decrease) in cash and
Other total income after tax (B) 2 1 | cash equivalents (a)+(b)+(c) (5,188) 20,704
Total profit after tax (A)+(8) 16,285 7,980 | Cash and cash equivalents at the beginning of the year 41,091 20,386
Basic earnings (after tax) per share (in €) 52528 25611 | Cashand cash equivalents at the end of the year 35,902 41,001

Dividend proposed per share (in €) 355 1.66
Profit before interest, tax, depreciation

and amortization (EBITDA) 29,667 30,126
CHANGES IN EQUITY STATEMENT INFORMATION
(Amounts in thousands of euro)

31.12.2017 31.12.2016
Balance as of 01.01.2017 and 01.01.2016 111,982 124,257
Total comprehensive income 15,365 7,615
Reserves 921 325
Share capital Decrease - (19,995)
Share capital Increase expenses - (220)
Dividends paid (5,146) -
Balance as of 31.12.2017 and 31.12.2016 123,121 111,982

ADDITIONAL INFORMATION

1. The Company published Financial Statements for the financial year 2017 and the comparable for the financial year 8. The Company adopted the same accounting policies as in prior financial year.
2016.

2. Share capital amounts to €31,000 th. and is divided into 3,100,000 ordinary registered shares worth €10 each. The 9. There has not been any cease of operations in any of the Company's segments.
shareholder structure involves OPAP INVESTMENT LIMITED with 67%, INTRALOT LOTTERIES LIMITED with 16.50% and | 10-Amounts are presented in thousands of euro as in the financial report.
Scientific Games Global Gaming S..l with 16.50%. 11. Any chance differences in sums are due to approximations.
financial years are mentioned at the note 24.1 of the Financial Report.

4. No legal cases have arisen from third parties, companies or individuals, that wil require the formation of a relevant
provision due to a negative outcome.
5. The Company's assets are currently unencumbered.
E The number of permanent employees on 31.12.2017 was 33 versus 27 on 31.12.2016.

The Company's total inflow, outflow, receivables and payables to related companies and related parties for the year
2017, accorsimy 10 108 20, are 2 follows:

(Amounts in thousands of euro)

Outflow 17,373 Athens, 29 March 2018
Inflow
Payables 4,852
Receivables 434 Member of the BoD Accounting and
Transacti d salaries of key 410 Executive Officer and Chief Financial Officer Consolidation Director
Transactions and salaries of BoD 86
Liabilities to BoD and key personnel 23
Damian Cope Michal Houst Petros Xarchakos

Passport No. 801407564 Passport No. 39893691 ID. No AK 161998




