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CAMELOT’'S ROLE

Camelot is the operator of The UK Narional Lottery.
It operates solely in the UK and Isle of Man and its
head office is situated in Watford. Other sites include
a prize payment department and an IT back-up team
in Liverpool, a warehouse facility in Northampton and
a corporate affairs office in London.

Camelot's objective 1s to maximise returns
to the Good Causes through the sale of
lottery games in the most efficient and
socially responsible way This involves
creating, marketing and promoting new
games, developing and running the lottery
infrastructure, providing services far players
and winners, and working in partnership
with retailers As a profit-making Group,
Camelot also aims to maximise returns

to shareholders

CAMELOT’S PARTNERS

As the operator of The National Lottery,

Camelot's role is critical to the lottery’s

success Other bodies, however, also

play a key role

a the Government, empowered by
the National Lottery etc Act 1993 {as
amended), through the Department
for Culture, Media and Sport,

= the National Lottery Commission (NLC}
which, after a competition against an
Invitation to Tender, awards the operating
Licence to run The National Lottery
It 1s also responstble for regulating
The National Lottery,

m the 14 lottery distnbution bodies which
decide which beneficianes should receve
lottery funding

LICENCE FACTS

In May 1994, the NLC awarded Camelot a
seven-year Licence 10 run the lottery and
on 14 November 1994 the first draw-based
tickets went on sale in December 2000,
Camelot was awarded the second seven-
vear Licence to runThe National Lottery,
which commenced on 27 January 2002
and expired on 31 January 2009 In August
2007 Camelot was awarded a third Licence
to operate The National Lottery, which
started on 1 February 2009 and will run to
2019, with a possible extension for a period
of up to five years
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CHAIRMAN'S STATEMENT

In a very successful year for the Company, Camelot has

reafhrmed its status as one of the most cost-ethcient and
responsible lottery operators in the world by once again
increasing sales and returns to the Good Causes.

The Compeny's success In recording Its
second best ever sales performance and
delivering the best returns to the Good
Causes in a decade underines the ongoing
effectiveness of Camelot’s long-term strategy
for growth, which 1s based on maximising
consumer choice and convenience A
strategy, however, 1s only as good as the
people who implement it — and much credit
must therefore go to Camelot’s management
team and entire staff for the commitment
and hard work that underpinned this year's
impressive achievernents

The ongeing review by Camelot's five
shareholders of their shareholdings in the
Company remained a predominant theme
throughout the year In December, Royal
Mail Enterprises Ltd joined the four other
shareholders - Cadbury Holdings Ltd,

De La Rue Holdings plc, Fuptsu Services

Ltd and Thales Electronics ple — in reviewing
options far therr interests in Camelot This
resulted in ali five agreeing to sell thewr
shareholdings in Camelot t¢ Prermier Lotteres
UK Limited, a subsidiary of Ontano Teachers’
Pension Plan (Teachers’), In March 2010

Subject to final approval from The National
Lottery's regulator, the National Lottery
Commission {NLC}, Teachers’ will become
the new ultimate owner of Camelot later
this year Teachers' Is an expenenced
Investor in socially-significant and regulated
assets, and understands the responsibility
of owning an asset of national interest, such
as The National Lottery Being owned by a
fong-term strategic investor 1s good news for
Camelot and The National Lottery | welcome
Teachers’ public commitment to supperting
Camelot's management ieam n delivering
its plans for the busmess — and raising even
more money for the Good Causes

My thanks are due to Camelot's outgoing
shareholders With Cadbury, De La Rue,
Funtsu and Thales — or their previous
incarnations - having formed part of Camelot
since its mcorporation in 1993, and with
Royal Mall joining the consortium in 2001,
they have been very supportive of the
Company and have invested considerable
funds over the years to ensure the long-
term health of The National Lottery

In becoming the new ultimate owner of
Camelot, Teachers' will be acquinng a
world-class lottery operator The Company
operates the most cost-efficient lottery in
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Europe and one of the most operationally-
efficient in the world In addition, 1t operates
one of the most successful interactive lottenes
in the world It 1s also internationaliy-
recogrused as a world leader in seting and
maintaining exceptionally high standards of
corporate responsibility Although Camelot
operates four of the top fast-mowving consumer
goods brands In the UK - with one of those,
Lotto, the single biggest brand in the country
—National Lottery players spend relatively
small amounts each week, underliring the
Company's commitment to selling lottery
tickets in a socially responsible way

Through its purchase of Camelot, Teachers’
will also be embracing a national institution
With 95% of the UK population recognising
its crossed fingers logo and around 70% of
adults playing games on a regular basis, the
National Lottery has becorme an established
part of everyday life in the UK It creates
around four million winners a week and has
now produced more than 2,400 millionaires
since its launch in 1894 Most significantly, it
has now raised more than £24 billhon for the
Good Causes — money that has funded over
330,000 individual awards throughout the UK

Camelot will be looking to build on these
achievements to ensure 1t fulfils its
commitment to maximise returns to the
Good Causes over the course of the
Licence penod To help it do this ~ and
having already restructured the Company
to ensure that it 1s In the best possible
shape 1o delver sustainable growth over
the next decade ~ the management team
will cantinue to focus on efficiency,
innovation and diversification to drive sales

It will also contrnue to work with the
Department of Culiure, Media and Sport

{DCMS) and the NLC in seeking to develop
a regulatory framework that, while robust,
recognises Camelot’s record and expenence
of having run the National Lottery successfully
for over 15 years Camelot believes that after
such a penod of time, and in order to derve
as much benefit as possible for the Good
Causes over the next 10 years, it 1s important
to move to a regulatory environment that 1s
less prescriptive and time-consuming The
Government has indicated that it believes
that regulation should be proportionate,
outcome-based and as simple as proper
scrutiny permits This 1s a view that the
Company shares — and hopes may be acted
on in the new Parliarment

As in previous years, Camelot has argued
for the National Lottery to be moved 1o a
Gross Profits Tax {GPT) regime The much
more deregulated gaming and gambling
sectors already benefit from this flexible
and competitive system, in which profits are
taxed after prizes have been paid, rather than
before Despite there being wide cross-party
support for such a move for several years
now, the Company remains disappointed
that, to date, the Government has chosen
not to implement thrs much-needed reform

Given that the National Lottery is arguably
the most benign form of gambling and
returns, by far, more money back to society,
the reluctance to put it on a more equal
footing with other operators 1s frustrating
We shall therefore be pressing the new
Government to switch the National Lottery to
GPT for the benefit of players and the Good
Causes ~ as well as the Exchequer wself

On a penultimate note, there have heen
some changes to the Board in respect of
the shareholder-nominated non-executive

directors lan O'Dniscoll of Fujtsu resigned
in July 2009 and was replaced by Brian
Harris, while the Royal Mail's Adam Crozier
left iIn March this year | would like to thank
both lan and Adam for therr support and
important contributions during therr tme
spent with the Company

On behalf of the Board, my final thanks

go to Camelot’s Chief Executive, Dianne
Thompson and her management team,

and the talented and dedicated employees
throughout the Company - all of whom
have risen 1o the challenges of the year
with the highest standards of commitment,
professionalism and drive The wital role they
have all played in reinforcing Camelot's
position as one of the world's best lottery
operators 1$ sormething of which they can
be nghtly proud

{ LAl

Sir Peter Middleton GCB
Chairman
25 June 2010
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CHIEF EXECUTIVE'S REVIEW

I am delighted to report on an exceptional year for
Camelot and The National Lottery. In the first full
financial year of our third Licence to operate

The National Lottery, we have achieved our second
best ever sales performance and delivered the best
returns to the Good Causes in 10 years.

Total sales increased by £302 7 million

(5 9% on the previous year's total of
£5,149 1 million to £5,4518 milion This,

In turn, means that we have agan increased
the amount of money delivered for the
Good Causes Excluding interest on lottery
halances, the total returns to the Good
Causes rose by a further £170 8 million

{12 4%) - from £1,3776 rmullion 1in 2008/9

to £1,548 4 million

This greater return to the Good Causes has
been achieved by the ongoing transformation
of the Company’s operating structure and
its cost base, as well as the decrease in
returns to shareholders - a commitment
we set out in our bid for the third Licence
The total returns figure also includes £2 3
milhon In Secondary Contributions — a direct
result of changes to the retention structure
for the third lottery Licence that increase
the incentive for Camelot to grow sales

and mean that, at certain tevels, surplus
profit will be shared with the Good Causes

These outstanding achievements are a credit
1o the dedication and determination of all of
the team at Camelot — and vindicate all of
the work we carried out In preparation for
the start of the third Licence to ensure we
remain fit for purpese 10 maximise returns

to the Good Causes over the next 10

years They also underline the success of
our long-term strategy for growth — which

15 based on offering players a regularly-
refreshed portfolio of games and innovative
and convenient new ways to play This
approach has now resulted in an impressive
14 4% increase In total sales over the last
five years

Our strong performance during the year 15
also very good news for the London 2012
Olympic Games and Paralympic Games
The National Lottery 1s playing a major role
by contributing £2 2 billion towards the
public funding package for the Games

Of this, £750 0 rmillion will come from
specially-designated games At the time of
writing, and with over two years to go until
the start of the Games, we remain on track
hawving now raised over £600 0 muillion from
sales of London 2012-designated games

We have continued to put consumer choice
and convenience at the heart of everything
we do We want people to enjoy playing
National Lottery games in the way that best
suits theuw lifestyles The effecuveness of
this strategy 1s underlined by the fact that
we have again succeeded in growing sales
across the board As well as increasing sales
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of both draw-based and instant play games,
we have continued to boost performance
across all major distribution channels —
including retall and direct channels

Total sales of draw-based games this

year increased by over £193 6 million to
£4,12186 milion from £3,928 0 million

the previous year EuroMillions, whose
introduction we spearheaded, continues

to enthral the nation with 1ts huge Rollovers
and special Mega Jackpot draws And the
public’s excitement with the game has only
heightened with the recent winning streak
enjoyed by UK EuraMillions players —with,
at the ume of wnung, the UK having had
seven £24 million-plus EuroMillions winners
since June 2009

The public’s imagination has also been
captured with the launch of UK Millionaire
Raifle in November 2009 This exciting
UK-only addition to EuroMillions creates a
guaranteed UK millionaire each and every
week — and, up until the end of the financial
year, had created 20 millonarres The game
has proved to be hugely popular with our
players — making it The National Lottery's
most successful game development since
the launch of Wednesday Lotto in 1997

“These outsmrzding achievements are a credit to
the dedication and determination of all of the

team at Camelot.”

Our ongoing pelicy of regularly refrestung
our range of games to appeal to as many
people as possible also succeeded In growing
sales of instant play games These rose by
£109 1 million to £1,330 2 milhon in 2009/10
from £1,2211 million the previous year

With over 28,500 outlets, retall remains the
largest sales channe! for Natonal Lottery
products — accounting for almost 80%

of all sales National Lottery Fast Pay, our
picneering initative that lets players store
ther favourite numbers or a Lucky Dip® on
8 handy, re-usable card and play draw-based
games at the checkout, continues to go
from strength to strength Sales via National
Lottery Fast Pay surged by £313 1 million
this year - from £8213 million last year to
£1,134 4 mulhon in 2009/10

My thanks go to our all of our retail

partners for therr continued hard work and
loyalty -~ especially duning such a challenging
economic climate We will carry on building
on therr fantastic achievements by continuing
to offer all the support they need to help
them boost overall sales and returns to

the Good Causes - and adding further

value to therr businesses

Cur internet and mobile phone platforms
have also performed very strongly — and
alone generate around £3 0 million for

the Good Causes every week Interactive
sales this year grew to £572 4 million, an
increase of £84 2 million on last year's sales
of £488 2 millton With over four milhon
people registered to play the National
Lottery interactively, we operate one of the
maost successful interactive lottertes in the
world — with our website, www national-
lottery co uk, one of the top e-commerce
sites in the UK by monthly wisits In addition,
our achievement in driving further growth in
subscription sales — from £89 8 million last
vear to £1176 million this year — underlines
the success of our ongoing focus on offering
players even greater convenience

Our outstanding sales performance this year
means that the UK National Lottery remains

one of the world's most successful lottenas

At around 40% of total sates, Camelot also

returns more revenue back to society in
percentage terms than any other major

lottery operator in the world On top of this,

we continue to run the most cost-efficient |
lottery 1n Europe and one of the most
operationally-efficient lotienes in the world
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CHIEF EXECUTIVE'S REVIEW contivuen

We are not complacent — we want to

bulld on these tremendous achrevements
to ensure that we continue to maximise
returns to the Good Causes over the course
of the third lottery Licence To this end, we
have matntained our focus on the long-term
health of the business with a view to
becoming even more cost-efficient, as
commitied to in our successful bid for

the third lottery Licence

Having pledged to further reduce operating
costs from 5% of revenue to around 4%
over the next 10 years, we have completed
the work we started last year to review

our ongoing operational and employee
requirements As a result of a successful
phased programme of ‘transformation’,
which minimised disruption to the business,
| beheve that we have created a lasting
legacy of delivery excellence withuin Camelot
which leaves us ideally placed to support
the ongoing growth of the National Lottery
over the next decade This, In conjunction
with our shareholders’ decision to reduce
therr profit at the current level of sales, wili
ensure that we continue to maximise returns
to the Good Causes over the long-term

Despite our ambitious revenue plans for the
third Licence penod, we rermamn committed

to raising as much money as possibte for
the Good Causes in a socially responsible
way The success of our ongaing strategy

of encouraging many people to play but to
spend relatwvely littde s hughlighted by the fact
that around 70% of the adult population in
the UK play our games on a regular basis but
spend around £3 a week each Despite being
the sixth largest lottery in the world in terms
of sales, we are ranked just 64th 1n terms of
per capita spend - clear evidence of our
commitment t¢ being a responsible operator

As such, we are charged with a duty of

care to our players and winners, and with
maintamning public trust and confidence in
The Natienal Lottery Corporate responsibility
Is therefore embedded at every stage of the
National Lottery life cycle = from the way we
design, sell and promote our games to the
way we train our employees, advise big
winners and strive to reduce our impact

on the environment Throughout the year,
we have continued to build on our
sustainability programme by maintaining
stringent levels of consumer protection,
supporting our local communities through
employee participation and investment, and
improving our environmental performance

Our work in this area has not gone
unrecognised This year, we achieved both
the European Loitenes Responsible Gaming
Standards ‘certification of algnment’ and
the highest level of acereditation, Level 4,
of the World Lottery Association (WLA)
Responsible Garming Framework At the
same time, we continued to lead the way
in advocating responsible ganing by sharning
best practice with other lottenes and
championing tugh standards worldwide

In addrtion, we remain a Platinume-ranked
member — the highest category avallable —
of Business in the Community’s (BITC)
Corporate Responsibility Index

| am also pleased to report that, for the
fourth year running, the Nationa! Lottery
website and Play by Text service on mobile
phones have achieved certification for
implementing the GamCare Code of
Practice for Online Lotteries Camelot was
the first organisation in the UK to achieve
accreditation from GamCare, the leading
gambhng counselling and advice charity,
for its interactive services — and our laiest
certfication recognises the effectiveness
of the robust measures we have in place
io prevent excessive and underage play
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CHIEF EXECUTIVE’'S REVIEW conminuep

We continue to recerve tremendous support
from our wide range of stakeholders —
including players and winners, employees,
pubhc interest groups, governmental
bodies, local communities, suppliers and
retallers We are committed 10 engaging
with them further to gain an even better
understanding of how we can continue to
improve our products and run an even more
responsible business

We are also continuing to take action to
lessen our impact on the environment
Following the introduction of new lottery
terminals and Piaystations across our retall
estate, we have recycled virtually all of the
component parts of the old models We
are also using an ongoing programme of
refurbishment as an opportunity to reduce
the overall environmental footprint of our
offices by incerporating energy-saving and
other sustainable features

As we move into the second full year

of our Licence, our commercial success
will continue to be driven by our focus on
innovation and qur deteriunation to grow
the business further throt:gh an enhanced
game portfolio and diversification For
example, in May 2010 we introduced some
exciting changes to make our popular

Thunderball game even bigger — with an
increased top prize of £500,000, a new £3
prize tier, an extended number range and
a brand new Friday draw

We are als¢ actively explonng opportunities
to offer additional services, such as bl
payments, mobile top-ups and electronic
fund transfers, through our network of
lottery terminals to raise even more money
for the Good Causes Such anciltary services
formed a key plank of our successful bid
for the third lottery Licence in response to
the National Lottery Commission (NLC)
encouraging bidders to look at potential
revenue opporiumbes which could help
maximise returns to the Good Causes

At the tme of signing these accounts, the
NLC 1s currently considering our proposals,
having conducted a 10-week consultation
based on competition law Ve very much
look forward to recemving the go-ahead -
and turning these exciiing plans into reality

Given our strong track record in maximising
returns to the Good Causes, as well as our
status as one of the largest and most cost-
efficrent lotterres in the world and a leader
In corporate responsibitity, Camelot 1s
frequently approached by, and, through its
sister company Camelot Global Services

Limited {CGSL), offers consultancy and advice
1o, lottery operators around the world

Since September 2003, CGSL has been
providing consultancy services and expertise
to the California State Lottery to help it grow
sales —and s0 maximise returns to the
lottery's benefictanes Butlding on the
successes of this current role, CGSL 15

now exploring potential opportunities

wiih other lottenes throughout the world

We want to use the skills and resources we
have developed over the last 15 years to
further benefit returns to society over the
next 10 years and beyond - both at home
and abroad | am therefore delighted that our
potential new owner wholeheartedly shares
this vision

Ontano Teachers' Pension Plan {Teachers')
takes a long-term view of its investments,
providing an environment of stability,
commitment and continuity in the
businesses in which it invests, and clearly
recogrises the substantial opportunities
avalable to Camelot to grow both
domestically and internatronally | very
much welcome Teachers’ commitment to
The National Lottery’s ongoing success,
and | and my colleagues look forward to
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the opportunity of working with them to
continue our progress in developing the
business and delivering even more money
tor the Good Causes

The National Lottery’s continuing success
and our track record of consistently
delivering for the Good Causes would not
be possible, of course, without one vital
ingredrent - our players With around four
million pecple winning a prize every week
across our range of games, we have now
paid out more than a staggenng £37 billion
In prizes since launch i 1994, creating
more than 2,400 millionaires or mult-
millipnaires in the process

As well as putting them at the heart

of everything we do as we look to
rmplement our exciting plans, we are

keen that our players have an even grester
understanding of how National Lottery
funding benefits communities the length
and breadth of the UK Although we play
no role in distributing Good Causes money,
we will continue 1o work closely with the
National Lottery Promotions Unit, the
lottery distributors and the Department

for Culture, Media and Sport In their wital
work to promote the huge difference that
lottery funding makes

Given the challenges posed by our
organisational restructuring, the tough
economic climate, the continuing unlevel
playing field in terms of our tax regme,

and the lengthy shareholder sale process,

| believe that our achievements this year are
all the more exceptional My thanks go to
Camelot's Chairman, Sir Peter Middleton,
and my Board colleagues for their guidance,
advice and unwavering support as we have
successfully faced up to these challenges

Much credit must also go to all of my
colleagues at Camelot for their focus and
dedication throughout the year In last
year's Annual Report, | referred to our goal
of building an even better and brighter
National Lottery as we started the third
Licence period Thanks to the tremendously
hard work of everybody at Camelot, | firmly
believe that this year's numerous successes
provide clear evidence that we are well en
the way to fulfiling this promise

A aane Thormpe

Dianne Thompson CBE
Chief Executive
25 June 2010
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DIRECTORS’ REPORT

The directors of Camelot Group ple present
therr report together with the audited
financial staternents for the year ended

31 March 2010

PRINCIPAL ACTIVITY, BUSINESS REVIEW
AND FUTURE DEVELOPMENTS

Principal activity

The principal actvity of the Group 1s the
operation and promotion of the National
Lottery in a socially responsible manner
{or the benefit of the Good Causes The
establishment of the UK National Lottery
was enabled by the passing of the Nationat
Lottery etc Act 1993 {(as amended) Camelot
operates the National Lottery pursuant tc an
operating Licence granted by its regulator,
the National Lottery Commisston (NLC}
The current operating Licence was granted
an 1 February 2003 and will run to 2018,
with a possible extension for a period of up
to five years As a profii-making Group,
Camelot also ams to maximise returns

to shareholders, albeit that the Group has
pledged to reduce profits at the current
level of sales as well as reduce operating
costs under the third lottery Licence penod
The Group expects to pursue this principal
activity for the coming year

Strategy

Camelot's pnmary purpose s 1o drnive sales
n order to maximise returns to the Good
Causes The Group's strategy for the third
Licence is centred on four key elements

1 Strengthening the National Lottery brand
and giving 1t universal appeal

2 Growing the core product range and
diversifying into new products to better
salisfy consumer needs

3 Giving consumers easy access 1o the
National Lottery brand wherever they are
in the UK and Isle of Man and whenever
they want to play

4 Build direct dialogue with consumers
alongside traditional mass communications

Dunng the current year, the Group has
continued to focus on refreshing the game
portfolio and enhancing player accessibility,
and therefore maximising returns to the
Good Causes This will continue 1o be the
focus of the Group for the mmediate future

The strategy aims, however, to achieve
objectives beyond sales growth alone
Camelot 1s a socially respensible organisation,
maintaining high standards of corporate
governance, as well as safeguarding i1s
position as one of the most cost-efficient
lottery operators in the world

Key performance indicators {KPls)

The Group's financial KPls cover sales levels,
prizes and returns to the Good Causes, as
well as net profit levels Performance in
these areas s discussed on the following
pages In addition, Camelot is required to
maintain and report on specific standards of
performance on player accessibility and the
service provided to players Failure to meet
specific 1argets can resuit in a breach of the
Licence During the current year, Camelot
has worked to meet, and in many cases
exceed, these targets, as detaled in the
table on pages 82 and 83

Financial performance

The Group's profit before taxation was

£44 8m (2009 £62 7m) Profit after taxation
was £315m (2009 £44 5m) In its bid for
the third Licence, Camelot commitied to

reduce 1ts profits at the current sales levels
as well as reduce operating costs, therefore
further wncreasing rewrns 1o the Good
Causes This reduction in profit 1s in ine
with this commitment

Sales

Total sales for the year ended 31 March
2010 were £5,4518m (2009 £5,149 1m),

an increase of 5 9% Within thaese revenues,
sales for draw-based games increased by

4 9% and totalled £4,1216m (2000 £3,928 0m)
targely driven by continued growth in the
EuroMillions game, which has more than
offset natural declines in other games

In ine with Camelot's objective 1o sirengthen
Its core product range, an enhancement was
made to the EuroMillions game with the
launch of a brand new-UK only Milienaire
Raffle game Every UK EuroMillions ticket

1s entered into the raffle which creates

a guaranteed UK rithon pound winner
every week

Sales for Instant play games (National Lottery
Scratcheards and interactive InstantWin
Games) Increased by £109 1Tm or 8 9%,
representing the seventh successive year

of growth

The year has continued to see strong
growth through all the Group's distribution
channels - retail and direct channels Retai!
continues to be the Group's largest sales
channel, increasing £190 7m from £4,5711m
to £4,7618m Sales through National Lottery
Fast Pay cards increased by 38 1% to
£1,134 4m - the first financial year in which
Fast Pay sales have reached £1 billicn

Camelot's newer channels of distribution
have also continued to grow, with diract
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channel sales up 19 5% from £578 Om to
£690 Om Camelot continues to operate one
of the most successful interactive lottenes
In the world, raising around £3 Om a week
for the Good Causes from these channels

Prizes

Total prizes were £2,788 8m 1n 2010 {2009
£2,6276m) and remained broadly the same
at 512% of sales {2009 510%)

In any lottery there are prizes which remain
unclamed If prizes are not claimed within
180 days of the draw date for draw-based
games, or 180 days after the close of a
National Lottery Scratchcard game, they
are paid over to the National Lottery
Distribution Fund {NLDF) or the Olympic
Lottery Distribution Fund (OLDF)

Camelot continues to have success mn its
efforts to locate the winners of unclaimed
draw-based prizes worth £60,000 or more,
either via local or national publicity Unclaimed
prizes, which are paid to the NLDF, for the
financial year amounted t0 15% of sales
and totalled £83 1m (2009 £78 3m) The
wrierest earmned on unciamed prizes is also
paid to the NLDF or OLDF

National and Olympic Lottery
Distnbution Funds

In aggregate, total payments to the Good
Causes were £1,648 4m, representing 28 4%
of sales {2009 £1,3776m, 26 8%} for the
year This includes £1,46% 3m (2009

£1,299 3m) In returns from ticket sales

and other payments, and a further £83 1m
(2009 £78 3m} mn unclarmned prizes While
sales have improved by 5 8% total returns
to Good Causes have increased by £170 8m
{12 4%) This greater increase n returns to
Good Causes 1s funded by the ongoing

transformation of the Company's operating
structure and cost base, and the decrease
In returns to shareholders

Where Camelot’'s profits exceed a certain
threshold, which depends on sales levels
achieved, the additional profits are shared
with the Good Causes in the form of
Secondary Contributions Total Secondary
Contnbutions for the year are £2 3m

The NLDF 1s the central fund from which
the Nauconal Lottery Distnbution Bodies
draw funds for distribution t¢ the Good
Causes The OLDF 1s the fund which
collects and manages contributions to
the cost of the London 2012 Olympic
Games and Paralympic Games

The National Lottery has comrmuited to raise

a total of £2 2 bilhon by 2012 to help fund
the cost of hosting the 2012 Olympic Games
and Paralympic Games in London, of which
£750 Om will come from a series of
designated games During the current
financial year, strong sales from London
2012-designated games and across the wider
portfolio ensured fundraising for the Olympic
Games and Paralympic Games remained on
target — with over £500 Om raised to date

Lottery duty

Loitery duty has remained at 12% of sales,
and totalled £654 3m for the year (2008
£6179m}

Retailers’ and other commission

Total sales, validation and other commissions
for the year totalled £281 7m, representing
4 B% of sales (2009 £2477m, 4 8%}

This includes both commission paid to
retailers and bank fees paid on interactive
sales transactions

With the start of the third Licence Period,
the rate of retaller commusston paid In
relation to Scratchcard sales was rarsed

to 6%, with commussion on draw-based
games remaining at 5% In addition, 1% of
prnizes paid out over £10, up to and including
£500 1s paid to all retallers n commission
The Post Office 1s able to validate prizes
hetween £500 and £50,000 for which 1t
continues to receive an annual payment

In addition to paying these commissions,
Camelot continues to provide all lottery
terrminal and standard point-of-sale equipment,
consumables, telecornmunications and training
free of charge to all National Lottery retallers

Gaming systems and data
communication costs

Gaming systems and data communication
costs decreased to £84 Om for the year
(2009 £120 7m}

Gaming systems and data communication
costs include the cost of mamtaining software,
terminals and the communications network
(including National Lottery Fast Pay), all
expenditure associated with the purchase of
Nattonal Lottery Scratchcard tickets, point-
of-sale and other consumables, together
with the depreciation of gaming systems,
terminal and data communications equipment
The decrease of £36 7m compared to the
prior year 1s due predominantly to lower
depreciation and amortisation costs This 1s
driven by last year's upward revision of the
useful economic lives (UELs) of certain
assets as Camelot maved from the second
Licence to the third Licence This is the first
full year of operation under the third Licence
and therefore the first year with the full
effect of the revised UELs
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In additton, the Group has also incurred
reduced costs as a result of restruciunng
the cost base which had started duning
the previous year in preparation for the
third Licence

Admimistrative expenses

Administrative expenses were £154 6m
{2002 £180 3m) and consisted of advertising
and marketing expenditure, depreciatton,
staff, facilities and all other administrative
costs In the previous year administrative
expenses also included costs associaied
with the transition to the third Licence
which have driven the decrease of £25 7m
year on year

Finance income and expense

Net finance expense during the year, relating
to interest, amounted to £0 1m {2003 income
of £5 5my}, the average yield on investment
being approximately 0 59% (2009 3 66%])
Sinct controls apply 1o treasury operations,
which are reviewed regularly The Group's
investment policy 1s approved by Camelot's
Audit, Risk and Security Commuttee and the
Board Funds are only deposited with banks
which hold a strong credit rating and which
meet the Group's treasury policy criteria

Finance mcome was £0 4m (2009 £6 Om),
£5 6m lower than prior year, reflecting the
lower mterest rates available in the market,
as well as a decreasing cash balance following
significant capital investment during the
transition penod to the third Licence Finance
expense of £0 5m s broadly in line with the
prior year {2009 £0 5m}

Taxation

The Corporation Tax charge of £13 3m for
the year {2008 £18 2m) represents an
effecuve tax rate of 29 7% {2009 29 0%)

VAT

Sales of lottery tickets are exempt from VAT
Therefore, VAT 15 not normally recoverable
on the Group's costs and I1s a charge against
profits The VAT cost for the year, including
that ansing on capital expenditure, was
£219m (2009 £373m)

Dividends

The financial statements of the Group
appear on pages 48-79 The Group's

net profit for the year was £315m {2009
£44 5m), as tisclosed on the Group
Income Statement on page 48 Total
dividends payable for the year under review,
equrvalent to net profit for the year, are
£315m {2009 £44 &5m) A final dividend

of £13 0m (2002 £14 Sm) 15 proposed

Total approved and pard dividends duning
the year amounted to £33 4m (2009 £51 1m}
{see note 7 to the financial statements)

Financial position at year end

The Balance Sheet reflects the financial
stability of the business Total assets have
decreased from £459 Om to £456 2m

The cost of additions to property, plant and
equipment and intangible assets 1s offset by
the respective depreciation and amortisation
charge and therefore the combined value
has remained consistent with the prior year
at £132 1m (2009 £132 tm}

Current trade and other receivables have
fallen to £23 3m (2009 £46 Om) The
decrease 1s due to the uming of receipts
from retallers Financial assets have
increased to £208 1m from £1876m due
to additional amounts held in the Raffle
Trust and Pnze Reserve Trust accounts
to fund future prize payments The cash

balance 1s In ne with the prior year of
£58 2m (2009 £58 5m)

Our investment in technology

In the previous year Camelot made significant
investrment In the infrastructure to deliver
its commitmenis under the third Licence
The investment included installing over
27500 next generation Altura” lottery
terminals at retallers and rolling out a new
satellite-based communications network
During the current year Camelot has
continued 10 nvest In the infrastruciure to
run the National Lottery and at the end of the
financial year over 28,700 next generation
Altura’ lottery terminals were In operation

The Group 15 cornmitted to deliver new
games, the development of existing

games, the development of new ways

to play and the increase in one-to-one

player communications To rmeet these
commitments the Group continues to Invest
significant amounts in technology and in
back office systems to support these
imtiatives and drive operational efficiencies

Terminal sales availability, a key performance
indicator monitored by the Group's regulator,
was 100 0% (Licence target 99 5%, 2009
99 9%} [n addition, system availability for
playing games on the internet was 99 8%
{Licence target 99 0%, 2009 99 6%)

Cash flows, cash and debt

Net cash generated from operations was
£69 5m (2009 £88 3m), and interest
received amounted to £0 7m (2009 £6 2m)
Cash outflows primanly include £22 6m
{2009 £116 4m) investment in property,
plant and equipment and intangible assets
o support the Group in the third Licence
which includes new terminals and
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commurnicatons equipment, as well as
taxation related payments of £12 1m
(2008 £20 5m) and dvidend payments of
£33 4m (2009 £51 1m) The closing cash
balance was £58 2m (2009 £58 5m}

The net cash generated from operations
represenis ticket sales less prize payments,
lottery duty, payments to the NLDF/OLDF
and operating expenditure Cash s received
from retailers net of pnzes paid by them
and commission due to them Settlement
of retallers’ debts 15 on a weekly basis,

as are payments due to the NLDF/OLDF
and payments mnto trust for the benefit of
prize winners

In order to protect prize winners and players,
Carmelot has set up certan trust accounts
operated by The Law Debenture Trust
Corporation plc, which acts as an independent
trustee The trust mechanism was reviewed
and updated in anticipation of the third
Licence An amount equivalent to prizes is
deposited into a trust account on a weekly
basis, as well as monies taken in advance
and money held by interactive players in
ther ontine wallets Thus money 1s held in
trust until paid as a prize, or entered into a
draw, and 1s under the control of the Trustees
unul this time Inierest earned on these
accounts 1s primanty for the benefit of the
NLDF and OLDF

At 31 March 2010, Camelot had on deposit
£20 7m {2008 £20 Om} of funds in trust
accounts as an additional reserve for the
protection of prize winners Although Camelot
cannot withdraw these amounts untl the
end of the third Licence Penod, the interest
on these accounts accrues to Camelot

At 31 March 2010, the Group had bank
facihties totalling £75 0m (2009 £75 0m)
This consisted of an undrawn uncommitted
overdraft facility of £10 Om {2009 £10 Om),
a committed 364 day credit facility of £15 O0m
(2009 £15 Om) and a commutted credit facility
of £50 0m {2009 £50 Orm) The overdraft
facitity has been extended ior a six month
period and will be reviewed in August 2010
The £15 0m and £60 Om revolving credit
faciities will expire on February 2011 and
December 2011 respectively

Future developments and the year ahead
Camelot 1s currently operating under its third
Licence to aperate The National Lottery

The third Licence was awarded to Camelot,
in August 2007 following a tender process
The licence penod started on 1 February
2009 and will run to 2019 — with a possible
extension for a further five years

Following a transition phase to ensure that
the night infrastructure was in place for the
start of the third Licence, Camelot has
continued to work on reducing operating
costs from around 5% to 4% of revenue
Following the introduction of new technology
and renegotiation of leases and supplier
contracts last year, the Group has now
restructured much of its operations, reducing
its headcount from 941 employees 1n the
previous year to 750 employees this year

Camelot continues to deliver on the exciting
plans set out in the bid for the third Licence
These include new games, the development
of existing games, new ways to play and the
ncrease in one-to-one player communication
As part of this, in May 2010, the Group
launched a new-look Thunderball game —
with an increased top prize of £600,000, a
new prize tier, an extended number range

and a brand new Fnday draw Over the
coming year the Group wili continue to
refresh the portfolio of games and further
enhance player accessibility

The NLC's invitation to apply for the third
lottery Licence encouraged bidders to look
at potential revenue opportunities which
could help maximise returns to the Good
Causes Since the start of the third Licence
period, the Company has therefore been
working in partnershup with Camelot Global
Services Limited to develop proposals to
offer Commercial Services through the
existing lottery network The proposals
initially concentrate on being able to offer
mobule top-up, intermational calling cards,

bill payment, chip and pin debit/credit card
payments and paymenis through contactiess
technology Eighty per cent of Camelot's
profits from these activities will go to the
Good Causes

As part of its assessment of the Company's
application, the NLC has undertaken a public
consultation on the provision of these services
by Camelot in order 1o denufy whether any
interested parties believe there to be any
European or competition law considerations
Camelot has engaged independent legal
advice 10 assess whether there are any
competition 1ssues and s confident that
there are none The consultation ended

on 26 Apnl 2010 and at the date of signing
these accounts the NLC is still to announce
the results of its consultation

Camelot Annual Report and Financial Statements 2010 | 12




DIRECTORS’ REPORT conminuep

During the year the Group was informed
by 1ts shareholders - Cadbury Holdings
Limited, De La Rue Holdings pic, Fuitsu
Services Limited, Thales Electronics plc and
Royal Mall Enterpnises Limited — that they
had signed a Sale and Purchase Agreement
10 sell their shares, subject to regulatory
consent, to Premier Lottenes UK Limited,
a subsidiary of Ontario Teachers' Pension
Plan (Teachers'} The operating Licence
granted by the NLC, under which the
Company operates the lottery, 1s of
fundamental Importance and there are
therefore extensive controls In place to
ensure that any change in ownership does
not affect the running of the business for
the benefit of the Good Causes Teachers’
has publicly announced that it 1s seeking
to invest in the long-term potential of
Camelot and 1s committed to supporting
the Company's management team in
delivering the business’s ambiticus plans

Camelot has remarned, and will continue

to remain fecused on maintaining its high
standards of operational excellence while
delivering 11s commitments for the third
Licence throughout any ¢change in ownership

Risks and opportunities

The third Licence penod provides Camelot

with significant opportunities as well as

some significant nisks and these have been

Incorporated into the Group's risk mitigation

plans Over the coming year, the particular

challenges ahead are

= uncertainty about the future of the
regulator resulting in delays to approval
processes which therefore impact the
Group's commercial plans,

m successful launch of game enhancements
and new games, as well as developing

and gaining regulatory appreoval for game
ideas to ensure the Group continues

to refresh its range of games to appeat
to as many players as possible,

m working towards launching the new
Commercial Services offering through
the existing lottery network,

@ managing a smooth transition to the
new owner with noc impact on lottery
operattons, and

a operating during a penod of
economic instability, particularly
within the retall sector

In addition, as with other organisations,
continued uncertainty regarding the
performance of the UK economy means
the Group's credit and financial liguidity
risk remains higher than under normal
circumstances The Group has a clear and
specific Investment policy which is followed
for all cash deposits placed The Group
continually monitors its banking facihities
and, as detaled above, has access to an
overdrait and credit facihiies Durning the
next financial year, the Group’s cash flow
forecasts anticipate utihsing a mimmum
level of these facilities whilst ensurning

that sutficient head-room 1s maintained

In addition, Camelot has an established
process, set out in the retaller agreement,
which ensures exposure to retaller bad
debt 1s mimimised as detailed in note 14
The Group 1s therefore confident that it has
appropnately mitigated the additional credit
and financial risks

The implementation of the new orgamisation
detaled on page 25, as well as managing
the exusting operations and delivering the
commitmenis made in the Company’s bid
for the third Licence presents a significant

challenge However, the Group has delivered
a strong set of results in 1ts first full year
operating under the third Licence and has
ambitious plans for the future

Going concem

As noted in the section above, the wider
economic climate increases the credit and
financial iquidity nsk of the Group However,
management has assessed the controls In
place to minimise Camelot's exposure to
this Increased level of nsk, which are set

out In notes 14 and 15

The pending sale of the Group to Premier
Lottertes UK Limited, a subsidiary of Ontario
Teachers’ Pension Plan, 1s not considered to
have a bearing on the going concern position
of the business Assuming the change in
ownership 1s approved, the facilives disclosed
in note 13 will be replaced as established by
the new owners

Managemerit has prepared detailed
budgets and cash flow forecasts which
support the appropnateness of the going
concern assumpton

Therefore, after making appropriate
enquines, the directers confirm that the
Group has adequate resources to continue
In operational existence for the foreseeable
future For this reason, they continue to
adopt the going concern basis in prepanng
the financial statements
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SHAREHOLDINGS

The following share structure has been in place throughout the year under review

Number of Number of Number of Tota! % holding

R L . ‘A’ shares ) ‘B’ shares redeemable shares gf_ shares

Cadbury Holdings Limited o . 4750,000 . - 10,000,000 o 20

_D_@_La Rue Holdings pic _ o 7,750,000 B - _ _19,000,000 20
Fujitsu Ser\ﬁcies Limted L 5812500 _1,937500 _ 10,000,000 L 20

Thales Electronics ple 7750000 - 10,000,000 20

Roval Mail Enterprises Limited - 7750,000 10,000,000 20

Further details of the nghts and obligations of each class of share are given in note 20 to the financial statements

None of the directors held any interest in the shares of the Company or its subsidiaries at the beginning or end of the financial year None
of the directors held any rights to subscribe in the shares of the Company or its subsidiary companies at the beginning or end of the year
There have been no changes to these interests between 31 March 2010 and the date of this report

During the year the Group was informed by its shareholders — Cadbury Holdings Limited, De La Rue Holdings ple, Fujitsu Services Limited,
Thales Electronics plc and Royal Mail Enterprises Limited — that they had signed a Sale and Purchase Agreement to sell therr shares,
subject to consent from the NLC, to Premier Lottenies UK Limited, a subsidiary of Ontario Teachers’ Pension Plan
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DIRECTORS
The names of the directors who served
during the year are

Chaiman
Sir Peter Middleton GCB

Executive directors
DianneThompson CBE
(Chief Executive)

Martin Pugh
{Commercial Director)

MNigel Railton
(Finance & Operations Director)

Independent non-executive directors
Gerry Acher CBE LVO
{Deputy Chairman)

Julie Baddeley
Tim Robinson

Non-executive director
Louise Botting CBE

Shareholder-nominated non-executive
directors

Adam Crozier

{(nominge of Royal Mail Enterprises Ltd)
{resigned 31 March 2010}

Brian Harns
{nominee of Fujitsu Services Limited)
{appointed 15 July 2009)

lan O’Driscoll
(nominee of Fuitsu Services Limited)
{resigned 15 July 2009}

James Hussey
(nominee of De La Rue Holdings plc)

John Howe CB OBE
{nominee of Thales Electronics plc)

Michael Clark
(nominee of Cadbury Holdings Limited)

As at the date of signing this report, Royal
Mail Enterprises Limited has announced an
intention to appoint Hugo Robson in place of
Adam Crozier

Under the Company’s Articles of Association,
each shareholdernominated director may
appoint an alternate Alternates who served
during the year are as follows

Anne Stokes

(alternate ta lan O’'Dniscoll, Fuptsu
Services Limited)

(resigned 15 July 2009)

Antoine Lagomarsino
{alternate to John Howe, Thales
Electrontes plc)

Dominic Blakemore
{alternate to Mike Clark, Cadbury
Holdings Limited)

Louise Fluker

{alternate to James Hussey, De La
Rue Holdings plc)

{appointed 1 December 2009}

MarkThomson
(alternate to Adam Crozier, Royal Mail
Enterprises Ltd)

Stephen King

{alternate to James Hussey,
De La Rue Holdings plc)
{resigned 25 November 2009)

Fupitsu Services Limited announced an
intention during the year 1o appoint
Steve Clayton as alternate to Brian Harris
Steve Clayton 1s currently undergoing fit
and proper vetting by the NLC

Information regarding the service
agreements of the directors I1s included
on page 37

INSURANCE FOR DIRECTORS AND
OFFICERS

The Company has in place hability insurance
for its directors and officers

POLITICAL AND CHARITABLE
DONATIONS

During the year, the Group made donations
to charitable organisations of £0 3m

{2009 £0 9m) and in addition made some
contributions in kind by way of an employee
volunteenng scheme

The Group made ng donations far poliucal
purpases durning the year ended 31 March
2010 {2009 £nil)

RESEARCH AND DEVELOPMENT

To secure the long-term success of the
National Loftery and to ensure continued
sales growth alongside increasing returns
to the Good Causes, the Group has spent
significant resources on research and
development during the year The Group
spend iotalled £4 Om in 2010 {2009 £4 Sm),
primarily in the areas of brand research and
new game development
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EMPLOYEES

At the beginning of the year under review,
the Group employed 941 staff at eight
different sites across the UK One of the
cntical deliverables of the Group's bid for

the third Licence, and a key deciding factor

In the success of that bid, was Camelot's
commitment to reduce its profits and
operating costs - to ensure 1t 1s fit for
purpose to maximise long-term returns to
the Good Causes over the Licence period
The Company achieved seme significant
cost savings by introducing new technology
and renegotiating leases and suppher
agreements 1n 2008/09, and as part of this
process Camelot also iImplemented plans

to review its operational and employee
requirements in order to deliver 1ts bid
commitments As a result, Camelot closed
some of its regional sites, and consulted with
employees at all levels of the Company about
potentral changes to terms and conditions of
employment and Its organisational structure
& total of 198 roles were made redundant,
with the majonty of these redundancies
taking place during June 2009, with the final
phase taking place in January 2010

The Group continues to place a high
priority on ensuring that its employrment
policies respect the individual and

offer career and personal development
opportunities regardless of racial or ethnic
ongin, gender, age, religion, nationality,
disability, sexual orientation or marital
status Full and far consideration i1s given
to the employment of all indviduals and
reasonable adjustments are made o
accommodate the disabilities of Camelot
employees, whether those disabilities
arose before or during their employment
with the Group Camelot 1s a member of
the Employers’ Forum on Drsability

The Group believes that delivering consumer
and player satisfaction 1s key 1o its success
and strives to reward the contnbution made
by motrvated and high performing staff
Reward mechanisms including performance-
related pay and an annual bonus scheme
continue to support this For the year under
review, bonuses were paid on two key
performance crniteria sales and profitability
When reflecting on-target performance,
these bonuses range from 10% of base
salary, increasing for sentor management

A new Long-Term Incentive Plan (LTIP)
scheme was put In place In 2008, although
no payments were made under the scheme
durning the year Further details of the scheme
are Inciuded on page 40 In addition, amounts
were earned by key executives under a
Transformation Bonus scheme which related
to the delivery of ambitious reductions in
long-term operating costs for the third
Licence Payments under the Transformation
Bonus scheme were paid dunng the year

Membernominated trustees represent

the staff in relation to the Camelot Group
pension fund Two membernominated
trustees served during the year, representing
the interest of past and present members
on pension fund matters

Camelot has an extensive and well-
established structure for communicating
with employees through a variety of
channels including internal publications,
companywide email, webcasts, cascades
and the Group's Intranet site

The Group established a Staff Forum (SF)
In September 1999 and it continues to be
consulted on all significant policy proposals
and inttiatives affecting staff and, in turn,

gathers Group-wide reactions 1o such
proposals [n particular, senior management
worked very closely with the Staff Forum
during the two rounds of consultation

VALUES ANDTHE ENVIRONMENT
Values and sustainability
Sustanability remains at the core of
Camelot’s operation and encormpasses
Its responsibiities to, and relationships
with, all those who have a stake nThe
National Lottery

The Group produces a separate
Sustainability Report every year This will
include the Company's pnonties around
consumer protectton, the environment,

the communittes within which 1t operates,
the workplace and stakeholder engagement
It will be avallable on the Group’s website
at www camelotgroup ¢co uk

Camelot s currently a Platinum ranked
member {the nighest category availabie)
of Business in the Community’s (BITC)
Corporate Responsibility Index

The Group's external Adwisory Panel for
Corporate Responsibility (APCR} i1s made up
of independent specialists from outside the
Company, with professional expertise in areas
of stakeholder concern 1ts job 15 to challenge
the Group's approach and provide adwvice on
improving Camelot’s practice The APCR 1s
chaired by an independent non-executive
director and reports directly to the Board

Camelot Annual Report and Financial Statements 2010 | 16




DIRECTORS’ REPORT conrinuen

Consumer protection

Camelot's leadership In consumer protection,

services to winners and the integrity of

1ts operations has long been recognised by
the industry internationally Central to its
strategy to protecting vulnerable players
and those ineligible to play means bulding
In consumer safeguards at every stage in
the lifecycle of a game

Environment

Camelot I1s also committed to delivering 1ts
business olyectives in an environmentally
responsible manner by minimising waste
and resource-use assoclated with its
products and cutting carbon emissions
During the current year, the Group has
worked to reduce energy use In 1its bulldings
and 1s planning further efficiency measures,
placing 1t In a good position to meet its
obligations under the new Carbon Reduction
Commitment legislation

Community investment

Camelot has a longstanding commitment 1o
Community Investment {C1) As such, it has
committed to estabhshing a Cl programme
that 1s aligned to Camelot's business
objectives, engages employees and
contnbutes to and bullds lasung relationshups
with the communities in which 1t operates

CORPORATE GOVERNANCE
A report on corporate governance Is set out
on pages 30 to 35

FINANCIAL INSTRUMENTS

The Group 15 exposed to minima! levels of
credit, interest rate, currency and liquidity
risks that anse in the normal course of
business Details of these nisks are disclosed
in note 15 The impact of the current

economic climate I1s discussed in the risks
and opportunities section above

RELATED PARTY TRANSACTIONS

During the current financial year, the Group
has operated contracts of significance with
one of its shareholders or ther parent and/or
subsidiary companies The Group also trades
with a sister company, Camelot Global
Services Limited Details of related party
transactions are given In note 27 to the
financial statements

SUPPLIERS

The Group's policy Is to pay suppliers 30
days after the end of the month in which
therr invoice 1s receved or within such other
credit penod as agreed between the parties,
providing the obligations of those suppliers
are met These terms are stated on all
purchase orders 1ssued by the Group At

31 March 2010, the Group’s trade creditors
outstanding represented approximately

17 days’ purchases (2009 23 days) Dunng
the year the Group paid creditors on average
within 43 days (2009 46 days)

STATEMENT OF DIRECTORS’
RESPONSIBILITIES

The directors are responsible for prepanng
the Annual Report and the financial
statements In accordance with applicable
faw and regulations

Company law requires the directors to
prepare financial statements for each
financial year Under that law the directors
have elected to prepare the financial
statements In accordance with International
Financiai Reporting Standards (IFRSs) as
adopted by the European Union In preparing
these financial statements, the directors
have also elected o comply with IFRSs,

issied by the International Accounting

Standards Board {IASB) Under company law

the directors must not approve the financial

statements unless they are satisfred that
they give a true and fair view of the state of
affairs of the Group and the Company and of
the profit or loss of the Company and Group
for that period In preparing these financial
staternents, the directors are required to

m select suitable accounting policies and
then apply them consistently,

m make judgements and accounting
estimates that are reasonable and
prudent,

m state whether applicable IFRSs as
adopted by the European Union and
IFRSs 1ssued by IASB have been
followed, subject to any matenaf
departures disclosed and explained
in the financial statements,

a prepare the financial statements on
the going concern basis unless it1s
Inappropriate to presume that the
Company will continue in business

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the Company’s
transactions and disclose with reascnable
accuracy at any time the financoial position

of the Company and the Group and enable
them to ensure that the financial statements
comply with the Companies Act 2006

They are also responsible for safeguarding
the assets of the Company and the Group
and hence for taking reasonable steps for
the prevention and detection of fraud and
other rregularities

The directors are responsible for the
maintenance and integnty of the Company’s
website Legislation in the United Kingdom
governing the preparation and dissemination
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of financial statements may differ from
legistation 1n other jurisdictions

Each of the directors, whose names and

functions are Iisted on page 24 confirm that,

to the best of their knowledge

m so far as the director 1s aware, there 1s
no relevant audit Information of which
the Company’s auditors are unaware,

= and he has taken all the steps that he
ought to have taken as a director in
order to make himself aware of any
relevant audit information and to establish
that the Company’s auditors are aware
of that information

AUDITORS

The auditors, PricewaterhouseCoopers
LLF, have expressed their willngness to
continue 1n office A resolution proposing
ther reappointment and authorsing the
directors to determine therr remuneration
will be put to the members of the Group at
its 2010 Annual General Meeting

By order of the Board

G—l 1

p—__

Gill Marcus
Company Secretary
25 June 2010
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REPORT ON CORPORATE GOVERNANCE

Camelot Group ple is not hsted on the UK

Stock Exchange and 1s therefore not obliged,

by law, to comply with all requirements of
‘best practice’ corporate governance
However, the Board 1s committed to
business integrity, high ethical values,
corporate responsibility and professionalism
in all its activities and 1t has therefore taken
a decision to report, as far as it deems
appropriate, in ine with best practice

This report sets out how the Company
complied during the year ended 31 March
2010 wath the principles contained in the
latest edition of the ‘Combined Code on
Corporate Governance’ published by the
Financial Reporting Counctl (the ‘Code’) In
June 2008 It outlines the approach adopted
to the principles contained within the Code
and provides an explanation of any current
departure from the provisions of the Code

BOARD OF DIRECTORS

At 31 March 2010, the Board comprised

12 principal members and four alternates, the
Chairman, four shareholder nominated
non-execuiive directors, three independent
non-executive directors, one non-executive
director and three executive directors (the
Chief Executive, Finance & Operations
Drrector and Commercial Director) Although
non-executive, the shareholdernominaied
directors and the non-executive director are
not considered to be independent under
the terms of the Code, and therefore the
Board does not comprise a majority of
independent non-executive directors
However, the Board considers the current
composition to be effective in terms of

s1ize and balance

There 1s a clear deltneation of responsibility
between the Charrman and the Chief
Executive and the other executive directors

which 1s set out formally in job descriptions
for each role The Chairman leads the Board,
ensunng that each director, particularly the
non-executive directors, 1s able to make an
effective contribution He monutors, with
assisiance from the Company Secretary,

the information distnbuted to the Board to
ensure that it 1s sufficient, accurate, timely
and clear Board papers are sent to directors
in good time before Board meetings These
cover key areas of the Group's affarrs including
overall strategy, key commercial partnerships,
approval of budgets, major capital expenditure
programmes, significant transactions and
financing 1ssues The Board approves all
capital expenditure projects in excess of
£1m The Chief Executive maintains day-to-
day management responsibility for the
Company's operations, implementing Group
strategies and policies agreed by the Board

The Board has appointed one of the
independent non-executive directors, Gerry
Acher, as Deputy Charman He Is expected
to perform all the duties of the Chairman in
the latter’s absence or incapacity or If the
office of chairman becomes vacant until
such time as a chairman Is appointed

The Chairman s also chairman of a number
of other companies including Marsh &
MclLennan Companies UK, Burford Capital
Ltd and the Centre for Etfective Dispute
Resclution (CEDR) He 1s charman of the
adwvisory boards of Barclays Asia Pacific
Advisory Committee and Three Delta LLP
He 15 senior adwiser to Fenchurch Adwisory
Partners As for all independent non-executive
director appointments, the Board considered
the Chairman’s other obligations upon hts
appomtment, it agreed then and continues

to believe that they do not prevent him fromt

spending sufficient tme on Camelot matiers

Regular Board meetings were held during
the year under review Board meetings
follow a formal agenda coverning regular
reports from the Chief Executive and Finance
& Operations Director The attendance of
directors (including alternates) at the Board
and Committee meetings dunng the year is
detailled in the table on page 31

Each shareholdernominated director appoints
an alternate, who may attend meetings in
the absence of his principal, or together with
his principal if the Chairman agrees

Immediately prior to each Board meeting the
Chairman meets with the non-executive
directors for a discussion, in the absence of
the executives A formal document sets out
matters specifically reserved for decision by
the Board, but all Board members are free
to raise other Issues at the Board Where
directors have concerns that cannot be
resolved about the runming of the Company,
or a proposed action, these are recorded

in the Board minutes Upon resignation a
non-executive director with any such
concerns can circulate them to the Board
via a wiitten statement to the Chairman

The Board has delegated certan functions
to committees, as set out below However,
the Board takes direct responsibility for
the review and monitonng of key areas
such as nsk management All directors
have access to the Company Secretary,
who Is responsible for ensuring that Board
procedures are followed There 1s a
procedure in place enabling any director,
in the furtherance of his or her duties, to
seek independent professional advice at
the Group's expense
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During the course of the year the executive directors were evaluated by the Chief Executive on therr performance against personal objectives
under the Company's standard apprarsal mecharism The Charman teads the assessment of the Chief Executive and the Deputy Chairman

conducts a review of the Chairman's performance

Attendance of directors {including alternates where they have attended in place of their principal) &t Board and committee meetings (in their
capacity as members or usual attendees} dunng the year was as follows

Audit, Risk & Remuneration Share Sale

Board Secunty Commitiee Committee Commuttee

(7 meetings) {6 meetings) {6 meetings) {2 meetings)

o o ~ No attended No attended No attended No attended
Sir Peter Middleton - 7 5 7 6 2

Bua rlp_elh_ompson _ o ) 7 5] T 5 o 2

“Nige! Raifton o B 7 o 6 B - T
Marun Pug_h . _ 7 6 - -
Gerry Acher 7 —6 FB B o 2_.
Louise Botting B - 5] - 8 i -
TmPRobnson - 6 6 - -

" Jute Baddsley 1 - s L
Michael Clark L : L 7 i - 6 - -
James Husgey o —4_ ) L —1—_— T 0 _ ) _1_- S D

" John Howe 6 5 -
Adarn Crozier' 6 - 6 -
lan O'Dnscoll? 3 - - ~

s N
liltemate directors | Fn_qpepdan::e dl‘.rl[‘E thé;ear were as follows ) ) B B

-—‘S-tephen Kligiﬂ_ o - o T 5 - 4 o —T S -
Louse Fluker & 2 2 1 T

Antoing Lagomarsing

Steve Clayton ®

Resigned 310310
Resigned 15 0708
Appointed 15 0709
Resigned 251109
Appointed (11209
Orrector designate

B - I

Indicates that the named individual 1S not appointed to or invited to attend the committee shown

Camelot Annual Report and Financial Staterments 2010 20




REPORT ON CORPORATE GOVERNANCE continuen

All directors have o be secunty vetied
before they can be formally appointed to
the Board This is a requirernent of the
Regulator Pending this clearance, those to
be appointed are permitted to attend Board
and committee meetings as observers

During the year under review, the Board
delegated its authonty to the following
committees

AUDIT, RISK AND SECURITY COMMITTEE
Chair
Gerry Acher CBE LVO

Members
James Hussey, Tim Robinson, John Howe
CB OBE

Usual attendees

Sir Peter Middleton GCB, Dianne Thompson
CBE, Nigel Railton, Martin Pugh and other
functional managers for relevant sections
of the meeting

The members of this committee are all
non-executive directors it 1s chaired by
the Deputy Charrman, Gerry Acher
Executive directors are invited to attend
commiitee meetings, as necessary, to
conduct its business The Director of T
and Business Services, the Director of
Programmes, the Head of Propnety, and
representatives of the external auditors
are invited to attend meetings

The commitiee met six times 1n the year
under review [ts duties are as follows

Audit

The commuttee reviews the Group's financial
and accounting policies, intenm and final
accounts and Annual Report prior to therr
subrmuission to the Board, together with
management reports on accounting and
mternal control matters It also reviews
the appointment and terms of reference

of the external auditors, their management
representation letter, and considers any
other matters raised by the auditors In
respect of non-audit services, the
committee reviews auditor objectivity

by reviewing the scope of work for such
services to ensure that their independence
15 safeguarded It monitors the effectiveness
of the internal audit function At feast once
a year, the committee meets separately
with the external auditors and Head of
Propriety without any executive Board
members present

Risk

This section of the commiitee meets to
assist the Board in fulfiling its responsibihities
for managing the nisk associated with

the business and reviewing the Group's
internal controls It also monitors the
framewaork that 1s in place throughout

the Group to manage nisk

Security

This section approves and ensures
adherence to the Group's security policies
for operating The Nauonal Lotiery

REMUNERATION COMMITTEE
Charir
Louise Botiing CBE

Members

Sir Peter Middleton GCB, Gerry Acher CBE
VO, Julie Baddeley, Michael Clark, Adam
Crozier, James Hussey

Usual attendees
Dianne Thompson CBE, Stephen Taylor
{Interim Director of HR)

The members of this committee are all
non-executive directors It recommends to
the Board the policy on executive drectors'
remuneration and it determines the terms
and conditions of employment of the
executive directors K focuses in particular on
the remuneration of the executive directors
and the Chairman, including penston nights
and any compensation payments

NOMINATIONS COMMITTEE
Chair
Sir Peter Middleton GCB

Members

Gerry Acher CBE LVO, Lourse Botting CBE,
Julie Baddeley, Michael Clark, Adam Crozier,
James Hussey

Camelot recognises the vital role that non-
executive directors play In ensuring high
governance standards The Nominations
Committee identifies and evaluates
candrdates 1o fill vacancies and these are
nominated for approval by the Board as a
whole The Nominations Committee 1s
comprised exclusively of non-executive
directors, under the chairmanship of the
Chairman of the Board It meets periodically
as required to make recommendations to
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the Board i respect of the appointment
of directors The committee engages the
services of an executive search agency
to help draw up a shorthst of suitable
candidates if a vacancy anses in briefing
any such agency, the committee ensures
the cormposition and balance of the Board
15 taken into consideration

NOMINATIONS COMMITTEE
(CHAIRMAN)

Charr

Louise Botwung CBE

Members
Gerry Acher CBE LVO, the shareholder-
nominated directors

When necessary this committee meeis to
consider and select suitable candidates for
the role of Chairman of the Board

SHARE SALE COMMITTEE
Charr
Sir Peter Middleton GCB

Members
Gerry Acher CBE LVOQ, Dianne Thompson
CBE, Adam Crozier {since Apnl 2009)

During the year the Group was informed

by its shareholders — Cadbury Holdings
Limited, De La Rue Holdings plc, Fuptsu
Services Limited, Thales Electronics plc and
Royal Mail Enterprises Limited — that they
had signed a Sale and Purchase Agreement
to sell therr shares, subject to regulatory
consent, to Premier Lottenes UK Limited, a
subsidiary of Ontanio Teachers' Pension Plan

ADVISORY PANEL FOR

CORPORATE RESPONSIBILITY

Carnelot has appointed a panel of
mdependent experts, chared by the Deputy
Chairman, Gerry Acher, which reviews the
Group’s Corporate Responsibility Report

and advises on continuous Improvement in
the area of corporate responsibility Although
not a formal Board Commutiee, the Panel
reports regularly to the Board

INDEPENDENT NON-EXECUTIVE
DIRECTCRS

The independent non-executive directors,

are independent of both management and
the shareholders, and are initially appointed
for a three-year term Thereafter, while

not automatic, therr appointment may be
extended for another three-year term, and
thereafter a further three-year term, subject
to mutual agreement and shareholder
approval The non-executive directors have full
access 10 management and are encouraged
to stay fully abreast of the Group’s business
through site visits and meetings with senior
management Louise Botting has served as a
director in excess of three terms The directors
have agreed that she can remain on the
Board untl completion of the share sale

Appropnate induction briefings are

avallable to all directors on appointmenit

and subsequent training 1s offered, as
necessary, taking into account qualifications
and experience

RELATIONS WITH SHAREHOLDERS
Camelot 1s owned by a consortium of
shareholders with which it maintains close
knks All shareholder companies are
represented around the Board table and
have direct lines of access to the Chairman,
the Deputy Chairman, the executive

directors, the independent non-executive
directors and the Company Secretary

LICENCE COMPLIANCE

The directors are responsible for establishing
an adeguate system of control so that
assurance 15 provided over compliance with
the provisions of the Section b operating
Licence and Section 6 game licences and
any other provisions imposed by or under
any statute which relate to the running of
the National Lotiery or the promotion of any
constituent lottery The system of internal
control includes regutar reports to the Audit,
Risk and Security Committee from the
Group’s Regulation department Compliance
audits and reviews by the Propriety
department also provide assurance

RISK MANAGEMENT AND INTERNAL
CONTROL

Camelot's nsk management framework
assIsts management o identify, assess and
manage business risk To ensure all areas

of the Group have a firm understanding of
rnisk, the Proprety team tead risk workshops
to seek input from Board directors as
appropnate, and other managers on
perceved nsks This enables risks 10 be
priontised with action plans to rmitigate
them Camelot’s directors acknowledge

that they are responsible for the Group’s
systems of risk management and internal
control and for reviewing their effectiveness
Within Camelot the review of risk and
internal controls has become an integrated,
embedded managemeni process rather than
an isolated yearend exercise, and I1s designed
10 support management’s decision-making
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REPORT ON CORPORATE GOVERNANCE continuep

Camelot operates under a system of
controls which are communicated through
vanous mechanisms, including, but not
hmited to

1 The Risk Management Commitiee,
which meets prior to each Audit, Risk
and Secunity Commitiee meeting to
review and assess the Group’s key nsks
for communication to the Audit, Risk and
Secunty Committee This commiitee also
provides a forum for sharing strategic
decisions that could impact risk
management, and for improving the
overall Group control environment

2 The Audit, Risk and Secunty Committee,
which considers the Group’s key nsk
profile and the actions taken and controls
in place or planned to mitigate exposures
At the Board meeting following an Audit,
Risk and Secunty Committee meeting, the
Chairman of the Committee presents key
nsks to the Board which reviews how these
risks are being controlled and monitored

3 A practical process, which identifies,
evaluates and manages all types of nsk
faced by the Group This process has
been in place for the full financial year
and will continue The nsk management
process and systems of internal control
are designed to manage rather than
eliminate nsk and to ensure that the
Group's strategic objectives are achieved
It should be recognised that such systems
can only provide reasonable and not
absolute assurance against material
misstatement or [0ss

4 The nisk department, managed by the
Head of Propriety, reports to the Audit,
Risk and Secunty Commmittee The Head

of Propriety assists management to
identify the risks inharent in the Group's
achievemnent of 1ts strategic objectives
Each identified nsk 1s recorded In a nsk
mittgation plan and assessed for impact
on the organisation and likelthood of
occurrence The Audit, Risk and Secunity
Committee recerves a full report from
the Head of Propriety at each of its
meetings and examines key rsks,
changes to the nsk miugation plan since
the last committee meeting, and risks
removed since the last meeting

Secunty 1s a key consideration for Camelot
and 1s demonstrated by the rigorous
application of secunty procedures throughout
the organisation The Board is regularly
apprised of any potential secunty 1ssues
within the Group through the relevant section
of the Audit, Risk and Secunty Commitiee

The thgh leve! of nsk awareness in Camelot,
together with nsk reporting to the Board,
allows the Board to ensure that focused
steps are taken to address risk exposures

Having reviewed its effectiveness, the
directors are not aware of any significant
weakness or deficiency in the Group's
system of internal controls dunng the period
covered by this report and accounts There
were no changes in the Group's internal
control over financial reporting that occurred
during the year ended 31 March 2010 that
have materally aifected, or are reasonably
likely to matenally affect, the Group’s
internal control over financial reporting

COMPLIANCE

The Board of Camelot 1s committed to the
principles of good governance set out in the
Combined Code and has voluntanly adopted

those that are relevant o i1ts circumstances
In doing so the Board has been mindful of
the broad siakeholder responsibiities of

the Group ansing from the operation and
promction of the National Lottery alongside
its responsibility to its shareholders More
details of how Camelot consults with its
stakeholders are set out In the separate
Corporate Responsibility Report In adopting
the principles and practice of the Code, the
Board has taken account of the fact that all
the Group's shareholders are represented on
the Board, accordingly many of the Code's
provisions relating to a public company's
responsibilities to protect shareholders’
interests and to communicate to shareholders
are not relevant to the Group Those areas
where the Board has chosen to depart from
the prowvisions of the Code are set out beloww

» Provision A 3 2 requires that at least half
of the Board, excluding the Chairman,
should comprise imdependent non-
executive directors Each of Camelot's
five shareholders has the nght under a
Shareholders’ Agreement to appomnt a
director to Camelot’s Board, and these
directors are not considered independent
under the terms of the Code In order to
satisfy this provision of the Code, while
at the same me retaining the Board
structure designed by the shareholders
when the Company was established,
Camelot would need to appoint a large
nurnber of iIndependent directors, thus
making its Board unworkable and unwieldy

In addition, Provision A 3 1 requires the Board
1o determine whether a director 15 Independent
in character and judgement and whether there
are relationships or circumstances which are
likely to affect. or could appear to affect, the
director's judgement
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Lourse Botting has served as an independent
non-executive director on the Board since
March 1999 and 1s not considered
independent by virtue of having been a
director for longer than nine years as
recommended by the Code Her term has
been extended for a further short period,
until completion of the share sale

w Provision A 71 states that all directors
are to be subject to re-election by the
shareholders at the first AGM after their
appointment and at three-yearly intervals
thereafter Because of the unique set-up
whereby each of Camelot's five share-
holders has the right to appoint or remove
a representative to sit on the Board on its
behaff, these provisions are not appropriate
Any director nominated by a shareholder
remarns on the Board at that shareholder's
discretion and the power to remove that
director 1s vested in the refevant share-
holder, subject to Company law provisions
as to suitability and fitness In the event
that a shareholdernominated director has
served on the Board for an extended period
{thus putuing him or her 1n a position that
might possibly compromise his/her
judgement} or in the unlikely event that it
s felt by colleagues that he or she Is not
performeng in the best interests of the
Company, the Chairman addresses this with
the appointing shareholder company Such
issues are raised directly with the Charrman,
the Company Secretary or through the
annual Board evaluation process

Under the terms of the Shareholders’
Agreement each shareholder 15 required

1o give written consent to the appointment
of an executive director and so there

1S no need for a re-election process at

the first AGM after appointment Each

executive director i1s subject to one year’s
notice and the Articles of Association
reserve rights for the Board to revoke or
terminate an executive appointment at
any time The shareholders are therefore
accorded rights of approval over the
executive director appointments, making
It unnecessary to provide for a re-election
process at the AGM

Under the terms of the Articles of
Association the shareholders have the
right to remove any director (other than

a shareholdernominated director whose
appointment and removal 1s 8 matter for
the appointing sharegholder company only)
by wnitten notice to the Company, thus
there 1s no necessity for there to be a
re-election process by the shareholders
at an AGM

The independent non-executive directors
are appointed for three-year terms Therr
appomtments are governed by a process
overseen by the Nominations Committee
and all five shareholders have the nght to
attend these meetings

Provistons A4 1,B2 1 and C 3 1 relate

to the composition of the Nominations,
Remuneration and Audit Committee
respectively Provision A 4 1 states that the

majority of the members of the Nominations

Commuttee should be independent non-
executive directors The other provisions

set out that the Remunerauion and Audit
Committees should comprise mdependent
non-executive directors only These Board
commuttees comprise a mix of independent
directors, a non-executive director and
shareholdernominated drrectors The
shareholdernominated directors and Louise
Botting are not deemed to be independent

under the terms of the Code They are all,
however, iIndependent of management No
Camelot executive director or other member
of Camelot staiff 1Is a member of these
committees This structure has been agreed
by the Board as a whole which believes that
the committees are appropriately resourced
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DIRECTORS’ REMUNERATION REPORT

THE REMUNERATION COMMITTEE
During the year under review the
Remuneration Commuttee was chaired by
Lowse Bofting, a non-executive director
The cornmittee members during the year
were Sir Peter Middleton, Gerry Acher, Julie
Baddeley, Michael Clark, Adam Crozier and
James Hussey, who are all non-executive
directors The Chief Executive 1s inwited to
attend Remuneration Committee meetings
to share her views in determining the
remuneration for other executive directors
of the Company Neither the Chief Executive
nor the Chairman attends any meetings of
the commuttee at which their remuneration
1s discussed Further details of the
Remuneration Commuttee are set out In

the Report on Corporate Governance which
starts on page 30

This report contains both audited and
non-audited information As required under
sections 421 and 497 of the Companies

Act 2006 PricewaterhouseCoopers LLP has
audited the following elements of the report

m short-term employee benefits including
basic salaries and fees, cash bonuses and
non-monetary benefits which are included
in the table of directors’ remuneration and
its footnotes,

m the awards accrued but not pad dunng
2008/2010 under the Long-Term Incentive
Plan, and

& the disclosure of directors’ defined
contribution pension costs

EXECUTIVE REMUNERATION POLICY
This report sets out the Group's policy
on directors’ remuneration that applies to
executive directors for 2010 and, so far
as practicable, for subsequent years

The Group's executive remuneration policy
1s designed to attract, retain and motivate
key senior executives with the relevant skills
to achieve the Group's business objactives
and to align their interests with those of
shareholders by recognising and rewarding
good performance

The remuneration package for executive
directors incorporates a competitive basic
salary, an annual bonus, pension and other
benefits Durnng the year under review the
Group put in place a Long-Term Incentive
Plan {'LTiP") for certain senior staff, including
the executive directors The purpose of the
LTIP 15 to ensure the long-term health of the
lottery by rewarding key staff for company
performance and ensuring staff retention

In addition, a Transformation Bonus scheme
for key executives has been in operation for
an interm penod to reward key executives
for delivering the ambitious reduction In
long-term operating costs set out i our

bid for the third Licence During the year,
the Company has successfully achieved this
reduction in its cost base - thereby ensurning
additional returns to Good Causes

All bonus schemes and the LTIP are financed
by the shareholders and paid out of profits

In determmming the appropriate levels of
remuneration for executive directors, the
commitiee takes independent advice from
its formally appointed advisors, Watson
Wyatt LLP The use of external consultants
and the choice of consultant 1s a matter
reserved for the committee Mercer Limited
provided pension administration and Watson
Whatt LLP and Towers Pernin provided other
group-wide remuneration advice to Camelot
throughout the financial year

The shareholders determine the remuneration
for the independent non-executive directors,
and these are then ratfied by the Board The
Chairman of the Remuneration Committee
and the Chatrman of the Board maintain
regular contact as necessary with the
sharehelders on remuneration matters

Shareholdernominated directors do not
receive any remuneration from Camelot in
respect of qualifying services 1o the Company

POLICY ON EXTERNAL APPOINTMENTS
The Company recognises the benefits to
the individual and to the Group of involvement
by executive directors of the Company as
non-executive directors of other companies
and charitable and trade associations

The Board 1s always consulted over such
appointments

In the year under review Dianne Thompson
CBE, Chief Executive, served as a non-
executive director of Domino's Pizza UK &
IRL plc and received a fee of £36,500 (2009
£36,000) Dianne 1s also non-executive
Chairman of RadioCentre, for which she
receives a fee of £30,000 per annum {2009
£30,000} She s a director of London First
and a trustee of the Born Free Foundation
for which she receives no remuneration
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DIRECTORS' SERVICE CONTRACTS

All executive directors are employed on service contracts with notice penods of 12 months The contracts contain provistons on confidentiality,
non-solicitation and non-competition These provisions state that if a director leaves he or she will not, normally for a pernod of one year, be
engaged in any competitive activity

Any executive director whese employment 1s terminated by the Company, unless dismissed for gross rmisconduct or serious breach of ther
contractual terms, will receive payment of 12 months’ base salary, a pro-rated bonus payment and, 1n addiion, certain benefits will be paid
for a maximum period of six months The director may also be enttled to a payment under the Long-Term Incentive Plan (LTIP} scheme

The details of the service contracts of those who served as directors durning the year are

Initial Re-appointment/ Unexpired
appointment Service Agreement! term (as at
date date 31 March 2010) Notice
Chairman o
_Slr- —P;};: l\zlddleton - __25_ éi;[;{él"ﬂber 2004 23 September 2010 - 6 monthsﬁ Reasonable notice
Executive directors L
Dianne Thompson T ﬁ-_ —.GEE)'malLQQT 1 April 2005 i NIA-\ 1 year
_Nigel Railton o 1 January 2006 1 October 2007 _N/A 1 year
Meartin Pugh 1 October 2007 1 October 2007 NA 1 year
*ingepﬁenit nbn-;xatl\;e_d_w-ectors ST T T ST T T
Gerry Acher - 1" _S_é;;t—c:r;ber 2002 t September 2008 1 year 5 monihs Reasonable notice
_Louise Botting 2 7 e _j 1 March 1999 . See note 2 below Sea note 2-belog\f Reasanable notice
_TimRobinson B  15Febuary2006  15February2009  1year 10months _ Reasonable notice
JulleiBaddeIey T 1 October 2008 1 Oc?ober 20618ﬁ N _‘I year 6 month; _Rf_aa_so:able r;t]ét;__

1 Service Agreements are revised perodically to ensure terms and conditions are in accordance with legislation and best practice
2 Louise Botting 1s no longer considered to be an independent non-executive director under the Combined Code as she has served on the Board for more
than three terms Her contract has been extended until completion of the share sale

Currently there is no policy in respect of notice periods and termination payments for the independent non-executive directors who are
engaged under contracts of service
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DIRECTORS’ REMUNERATION REPORT continueo

DIRECTORS' EMOLUMENTS
The table below details directors’ emoluments, excluding amounts qualified for under the Long-Term Incentive Plan which amounts are
shown In the table on page 40

2010 2010 2009
Salary / Benefits Pension Benefits 2010 2009 Pension Grand Grand
Fees Buyout' Supp  Bonuses? in kind Total Total Cont 2 Total* Total*
I F00C  £000  £000 £000  £000  £000  £000  £000 _ £000
Chairman T B T T
Sir Peter Micdiaton T s - T I T 259 - 25 259
ME;ecutlve directors - o
DThampson 551 1 193 606 17 1,368 1,069 - 1,268 1,069
"N Railton o 306 8 44 206 15 679 566 0 79 606
“MPugh 202 5 _ 202 14 603 435 g0 683 511
“Non-executive directors T - o T
“GAcher 80 - - - ) 98 e )
L Botting 56 - - - - 56 7 _ 86 74
TRobnson s - C - T s 0 - s 70
J Baddeley T T s - o Z - w0 5 - 50 28
1,631 14 237 1,204 46 3,132 2,596 120 3,252 2,712

Benefit buyouts include amounts paid to compensate the executive direciors for changes to therr benefits arrangements Changes were made 10 the

benefits arrangements as a part of the Company’s reduction to its long-term operauing costs for the third Licence All staff received compensation

payouts due to changes in their benefits arrangements

2 Bonuses compnse annual bonuses and the Transformation Bonus  Annual bonuses are payable n relation 1o performance tdunng the year and
Transformation Bonuses are payable for delivenng the ambitious reduction it long-term operating costs for the third Licence The bonuses, included
above, were earned and paid duning the yvear

3 Contnbutions to money purchase schemes

4 Grand total including Company contributions to money purchase schemes The 2009 amounts include pension contributions of £40k for N Rallton and

£76k for M Pugh

Shareholdernominated directors do not recerve any remuneration from Camelot in respect of quahfying services to the Company
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The total emoluments of the directors including pension contributions were as follows

2010 2009
— o o Fe0O €000
_Executive directors’ salanes ﬂ?ﬂ benefits ; i - o o o _—Tg_ﬁq : 1,524
Executive duectgg ﬁérformance—related payments’? : o h T N 7?,720_4 662
_Norexecutive directors’ fees - B T 237 267
Chalrman's.:_;lary and benefits o ) 25 259

3,252 2,712

1 Including the 2009/10 annual bonus and Transformation Bonus which were earned and paid during the year

These amounts are consistent with the detailed table above, and exclude amounts qualified for under the LTIP which are shown on page 40

DIRECTORS’ REMUNERATION

The emoluments of the executive directors are determined by a Remuneratron Committee consisting exclusively of non-executive
directors Non-executive directors {and their alternates) nominated by the shareholder companies do not recerve any emoluments from
Camelot in respect of therr services to Camelot The emoluments of the other non-executive directors are determined by the
shareholders All emoluments are paid to the direciors out of the amount retamed by Camelot under the terms of the Section & Licence

after paying all prizes, duties and contributions to the National and Olympic Lottery Distribution Funds

BENEFITS IN KIND

Executive directors are entitled to carrelated, home office, medical and gym-related benefits, which are included in the amounts disclosed

in the table above

PENSION SUPPLEMENTS

Nigel Railton's benefits include a supplement of £43,995, representing the difference between 275% of his basic salary pension
entitlement and the contributions made by the Company Martin Pugh utilised hus full pension entittement dunng the year of 275% in
employer contributions paid into his money purchase pension scheme Dianne Thompson did not utiise any of her full pension entilement
durning the year, choosing instead to receive a pension supplement of £192,780, amounting to 35% of basic salary which 1s included in the

table on page 38

BONUS SCHEMES

The executive directors are eligible for an annual bonus based on the performance of the Group against two key performance critena
sales and profitabiity The purpose of the scheme 1s to motivate employees to generate higher sales and thus higher retuns to the Good
Causes, and to ensure the business I1s wn efficiently Therefore, based upon on-target performance, 60% of the potential bonus |s inked
to sales, to dnve maximum returns for the Good Causes and 40% of the potential bonus 1s linked to profits to ensure the business Is run
efficientiy For 2009/10, the annual bonus for achieving all of the targets 1s 40% of base salary for the Chief Executive and 33% for other
executive directors, with a maximum bonus equal to 60% of base salary for the Chief Executive and 50% for other executive directors for
achieving maximum sales and profit targets The 2009/10 annual bonus was paid in March 2010 The 2010/11 annua! bonus scheme will

reflect the same percentage structure as 2009/10
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DIRECTORS’ REMUNERATION REPORT coninuep

A scheme has been established during the year by the shareholders to reward the executive directors for ther partcipation in the share
sale process All amounts payable to the directors will be funded by the selling shareholders and therefore there 1s no iImpact on the
results of Camelot or to the amounts payable to the Good Causes The scheme consists of two elements a bonus paid on completion
of the sale process and a discretionary bonus Both elements are contingent upon the conclusion of the sale process and therefore no
amounts have become payable in relation 1o the year ended 31 March 2010

Following the end of the 2008/2009 Long-Term Incentive Plan {LTIP) scheme, see page 36, a Transformation Bonus scheme for key
executives was Introduced to recognise delivery of the ambitious reduction in long-term operating costs for the third Licence Payments
under this scheme were Iinked to salary, up to a maximum of 50%, and were dependent on certain business and strategic objectives for
the Group These objectives included financial measurements relating to the perfarmance of the Company, the long-term operating cost
reductions and Licence compliance In addition, the scheme’s objectives included non-financial measurements in relation to retaler
satistaction, call centre service standards and IT system performance, as well as the delivery of the operating model needed for the third
Licence The scheme closed in March 2010 and the amounts payable for executive directors have been included in the amounts disclosed
in the table on page 38 The amounts were paid on 27 March 2010

During the year a new LTIP scheme commenced Further details of the scheme are given below

LONG-TERM INCENTIVE PLANS

The executive directors, along with certain key members of the senior management team, participate in a Long-Term Incentive Plan (LTIP)
which commenced during the year under review - although no payments were made The purpose of the LTIP 1s to motivate key executives
to deliver the challenging targets for the third Licence and consequently encourage the growth of cumulative returns to the Good Causes
—and to ensure staff retention The principal determinant of the award payment is the total cumulative returns to the Good Causes over
the four years of the plan and the Group meeting its Olympic and Paralympic Games funding commitments

The executive directors earned the following LTIP amounts in the first of four years of the scheme

Interest in scheme Amounts garned Amounts paid Interest n scheme

at 1 Apnl 20098 durning 2010 durng 20107 at 31 March 2010

S __£'000 ___foo0 o £000 - fooo
: - . : .
Dianne Thompson _ B - 234 - . 234 :
Nigel Rallton - 108 - . . s
Martin Pugh - 103 - 103 |

1 Amounts vest on the payment date No amounts vested during the year Vesting i1s contingent cn achievement of targets

CHAIRMAN AND HIGHEST PAID DIRECTOR

The emoluments of Sir Peter Middleton, the Chairman, comprised his fee of £245,000 (2009 £238,750) The emoluments of the Chief
Executive, Dhanng Thompson, who was the highest paid director, comprise salary of £550,800 (2009 £540,000}, Company pension
contributtons of £nil {2008 £nil), benefits of £18,050 {2009 £16,322), pension supplement of £192,780 (2009 £189,000} and total bonus
amounts of £605,880 (2009 £324,000) Dianne Thompson 15 eligible to receive cash payments under the LTIP as detailed above
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WAIVER OF EMOLUMENTS
No director waived any emoluments for the year ended 31 March 2010

SHAREHOLDER RETURN

Section 421 of the Companies Act 2006 requires the disclosure of toial shareholder return over the last five years, compared to similar
groups or indices Camelot 1s not a listed or quoted company and its shares are not traded on any financial exchange and accordingly this
information 15 not presented The directors have no Interest in the shares of the Company

On behalf of the Board

G—— %
-

p—
'

Gill Marcus
Company Secretary
25 June 2010
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INDEPENDENT AUDITORS’ REPORT 10THE MEMBERS OF CAMELOT GROUP PLC

We have audited the financial statements
of Camelot Group plc for the year ended
31 March 2010 which compnise the Group
tncome Statement, Group Staterment of
Comprehensive Income, the Group and
Company Balance Sheet, the Group and
Company Statement of Changes in Equity,
the Group and Company Statement of Cash
Flow and the related notes The financral
reporting framework that has been applied
in therr preparation 1s applicable faw and
International Financial Reporting Standards
(IFRSs) as adepted by the European Union

Respective responsibilities of directors
and auditors

As explained more fully in the Directors’
Responsibilities Statement, the directors are
responsible for the preparation of the
financial staterments and for being satisfied
that they give a true and farr view Qur
responsibility 1s to audit the financial
staterments in accordance with appticable
law and International Standards on Auditing
{UK and Ireland} Those standards require us
to comply with the Auditing Practices
Board's Ethical Standards for Auditors

Ttus report, including the opinions, has been
prepared for and only for the company's
members as a body In accordance with
Chapter 3 of Part 16 of the Companies Act
2006 and for no other purpose We do not,

In giving these opinions, accept or assume
responsibility for any other purpose or to any
other person 1o whom this report 1s shown
or into whose hands it may come save
where expressly agreed by our prior consent
In wrting

Scope of the audst of the financial
statements

An audit Involves obtaining evidence about
the amounts and disclosures in the financial
statermnents sufficient to give reasonable
assurance that the financial statements

are free from matenal misstatement,
whether caused by fraud or error This
includes an assessment of whether the
accounting policies are appropniate to the
group’s and parent company’s circumstances
and have been consistently applied and
adequately disclosed, the reasonableness
of significant accounting estimates made

by the drrectors, and the overall presentation
of the financiat statements

Opinion on financial statements
In our opinton the financial statements

m give a true and fair view of the state of the
group's and parent company's affarrs as at
31 March 2010 and of the group's profit
and the group's and parent company’s
cash flows for the year then ended,

m have been properly prepared In accordance
with IFRSs as adopted by the European
Union, and

@ have been prepared in accordance

with the requirements of the Companies
Act 2006
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Opinion on other matter prescnbed by
the Companies Act 2006

In our opinicn the information given in the
Directors’ Report for the financial year for
which the financial statements are prepared
1s consistent with the financial statements

Matters on which we are requwred 1o
report by exception

We have nothing o report In respect of
the following

Under the Companies Act 2006 we are
required to report to you (f, In our opinion

m adequate accounting records have not
been kept by the parent company, or
returns adequate for our audit have not
been recewved from branches not visited
by us, or

m the parent company financial statements
are not In agreement with the accounting
records and returns, or

m certain disclosures of directors’
remuneration specified by law are
not made, or

m we have not received all the information
and explanations we reqguire for our audit

Other matter

The directors have requested {because

the company applies Listing Rules 98 6R 3,
% and 6 of the Financial Services Authonty
as If It were a hsted company), that we
review the parts of the Corporate Governance
Statement relating to the company's
comphance with the nine prowsions of the
June 2008 Combined Code specified for our
review by the Listing Rules of the Financial
Services Authority and that we review the
directors’ statement in relation to gaing
congern, set out on page 22 We have
nothing to report In respect of these reviews

Stuert ™Mo Dnnen,

Stuart Newman

{Senior Statutory Auditor) for and on behalf of
PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
London

25 June 2010
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GROUP INCOME STATEMENT ForTHEYEAR ENDED 31 MARCH 2010

Notes 2010 2009
fm fm
Gross ticket sales 2 o j 2251—8 51491
Lottery duty _ tesa3) (6179)
Prizes o (2,788 8) (2,6276)
National and Clympic Lottery Distrnibution Funds (1,465 3) 1,299 3)
Net income 543 4 604 3
Retallers’ and other commission 3 (26] 7} {2477
Gaming systems and data communication costs 3 B (84 d) (120 7
Gross profit 1977 2359
Administrative expenses 3 {154 6) {180 3)
QOther operating income 18 16
Operating profit 3 449 572
Finance Income 5 e . ____ 04 60
Finance expense 5 {05} {0 5}
Profit before taxation 44 8 8627
Taxation 6 (13 3) (182
Profit attnbutable to equity shareholders 315 44 5

The results detalled above are all derived from continuing operations

The Group has no recognised income or expense other than that shown above, therefore no separate statement of

comprehensive Income s presenied

The notes on pages 52 o 79 are an integral part of these consolidated financial statements
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GROUP AND COMPANY BALANCE SHEET as ar 31 MARCH 2010

Notes 2010 2009
£m £m
ASSETS - ) - T o ST
Non-current assets .
Intangible assets . B 8 h o _2-8~5— N ) 228
Pioperty plant ond equprent 9 __.mos 1093
Deferred income taﬁ\;on assels mk - o 18 1 9— ) —78
Trade and aher recenvables L a _n 38 46
Financial assets 12 T 207 - 200
16565 164 5
hCunant assets N
tnventores - o 10 T o 1M 7_*271—’
Trade and other recewvables n 233 460
Fmancial assets 12 2081 1876
Cash and cash equivalents 13 58 2 58 6
2907 294 5
Total assets 456 2 453 0
LIABILITIES
_Current hiabilities e B . e
__Fmanmal]mbﬂntaes - borrowings 16 08 10
Trade and other payables 1?— 3259 3189
Current :;ftl;:)n flabll_lg’ o 4 2 ) 89
Provisions for other labiliies and charges 19 o 07 58
3314 3356
Non-current liabilities
Financial habilitres - borrowings ® 19 13
Trade anc_i other pwav_ab_kas o T 17 o TS - Q5
Prowisions for other habilities and charges 19 o 33_ B i 87
1ns 856
Total iabilities 3432 3441
EQUITY
Capital andreserves =~ L. — ————
_Cafled up share capital L B 20 888 888
Capital redemption reseive _ . _ 21 B ; 1;_2_ nz
H—emearmngs o 21 {36 : 149
Total equity 130 1149
Total equity and habilities 456 2 4590

The notes on pages 52 to 79 are an integral part of these consoldated financial statements

The financial statements including the accompanying notes were approved by the Board of directors on 25 June 2010 and were signed on its behalf by

J Aompr

Dianne Thompson CBE
Chief Executive

Nigel Railton
Finance & Operations Director
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GROUP AND COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

FORTHE YEAR ENDED 31 MARCH 2010

Notes 2010 2009
o ) . o _ o o fm ) fm
Netprofitfortheyear T T gy s
Dividends 7 (334) {511)
Net decrease In shareholders’ equity __( 1 9} (6 6)
Sharehold:r‘s' equity at‘the begmm;g of the year 1145 1216
Shareholders’ equity at the end of the year 1130 1149

The notes on pages 52 to 79 are an integral part of these consolidated financial statements
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GROUP AND COMPANY CASH FLOW STATEMENT

FORTHEYEAR ENDED 31 MARCH 2010

Notes 2010 2009
_fm o ~_fm
“Gash flows from operstung sctvies T T T T T T
“Cash gonerted fomoperawors Z~ T es 7F
Bank inerost recenved T o R T 62
Bank interest paid o . _ B T o3 03
Interest paid on other loans - ) L T (01} on
Interest element of finance Iease-éaymen;_ *_ - o ___: _fon N
incoma taxpad ’ T 27
Consortium relief payments 27 41) (178)
Net cash trom operating activities 576 735
._Eash flows from investing activities 7_& ~ T _A
{increaseldecrease in non-current financial assets - o : - (0 7)- ) - 02
VPurchasa of property, plant and equipment - (14 7} o {101 6)
Expendlture on |ntan&ﬂe assets T -_1-7_55_" {148
Net cash used in investing activities {23 3) {116 2)
?ash flows from financing actl\ﬂtres: 7-” - L
"Dwidends pad to shareholders B T T me e
EaAp:{ma;ﬁgn?Q on other loans i o e - {11}
Finance lease pnncipal payment B (04) (6]
Net cash used in financing activities (34 6) {52 9)
Fﬂlat decrease—n:;s_h: éa;ﬂt—u;alents andiaank overdrafts o T —(0 3) T {95 6)
E:;s}\Tc_aéh equwalents;;d Eanvkioveraf{s at th; beginning of theiy;ar i - T o 585 T 1~5;¥_1—
Cash, cash equivalents and bank overdrafts at the end of the year 13 582 585

The notes on pages 52 to 79 are an integral part of these consohdated financial statements
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NOTESTOTHE FINANCIAL STATEMENTS FoaTHEYEAR ENDED 31 MARCH 2010

1 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

a) Basis of preparation

The financial statements of Camelot Group

plc have been prepared n accordance with

International Financial Reporting Standards

as adopted by the European Union (IFRSs

as adopted by the EU), IFRIC Interpretations

and the Companies Act 2006 applicable to

companies reporting under IFRS

The principal accounting policias applied

n the preparation of these accounts for

the year ended 31 March 2010 are set out
below These policies have been consistently
apphed to all years presented, unless
otherwise stated

The financial statements have been prepared
under the histoncal cost convention

The applied IFRS accounting policies were
selected by management considering ail
appficable IFRS 1ssued by the International
Accounting Standards Board (IASB) by

31 March 2010

1} Standards adopted by the Group

The Group has adopted IFRS 8 'Operating
Segments’ IFRS 8 replaces I1AS 14 ‘Segment
Reporting” The impact of the new standard 1s
considered In note 1¢ "Segmental Reporung'

i} Interpretations and armendrments to
existing standards that are effective but
are not relevant for the Group's operations
or do not have a matenal impact on the
Group's financial statements or
presentation of financial information

The following standards and amendmenis
to existing standards have been published

and are mandatory for the Group’s financial
year ending 31 March 2010, however
rmanagement does not consider them to be
relevant or to have a material impact on the
Group’s financial statements or presentation
of financial information

m IAS 1 (revised) "Presentation of financial
statements’ sets out the requirements
for the overall presentation of the financial
statements and in particular prohibits
the presentation of items of income and
expense In the statement of changes In
equity The revised standard has resulied
in amendments 1o references in the
presentation of the Group’s results but 1s
not considered to have a material impact
on the Group's financial statements

a |AS 23 {revised) '‘Borrowing costs’,
eliminates the option to recognise all
borrowing costs, relating to qualifying
assets, Immediately as an expense To the
extent that borrowing costs relate to the
acquisition, construction or production
of a qualifying asset, the rewised Standard
requires that they be capitalised as part of
the cost of that asset All other barrowing
cosis should be expensed as incurred
The Group does not incur borrowing costs
relating to specific assets and therefore the
revision to the standard I1s not considered
to have a material iImpact on the Group's
financial statements

m Amendments to IAS 32 'Financial
Instruments Presentation’, |1AS 36
‘Imparrment of assets’, IAS 39 "'Financial
nstruments Recognition and
measurement’, IFRS 2 'Share-based
payments’, IFRS 3 ‘Business
combinations’, and IFRS 7 'Financial
instruments Dhisclosures’

a IFRIC 13, ‘Customer loyalty programmes
relating to 1AS 18, Revenue’

i) Certain new standards, amendments
and mterpretations to existing standards
that have been pubhshed but are not
effective for the Group's financial year
ending 31 March 2010 and have not
been adopted early

w [FRIC 14 "IAS 19 -The hrmit on a defined
benefit asset, minimum funding
requirements and their interaction’,

a IFRIC 17 ‘Distnbution of non-cash assets
to owners’,

= IFRIC 18 Transfers of assets from
customers’,

m Amendments to IFRS 2 'Share based
payment transactions’, IFRS 8 ‘Operating
segments’, IAS 17 ‘Leases’, IAS 38
‘Intangible Assets’, IFRS 3 ‘Business
combtnations’, [AS 27 {revised)
‘Consolidation and separate financial
statements’ and IAS 39 'Financial
Instruments Recognition and
measurement’

b} Basis of consolidation

These financial statements compnse the
consolidated and Company accounts of
Camelot Group ple Certain trust accounts
established to provide protection to players
are consolidated Under IFRS the trusts are
considered to be special purpose entitigs
{SPEs) under the control of Camelot Group
pic As such 1AS 27 ‘Consolidated and
Separate Financial Statements’, requires that
consohdated accounts are prepared Details
of the trust accounis are provided in note
1{n) and note 12

There are no other transactions within the
SPE other than those relating to the trust
accounts There is no difference between
the presentation of the balance sheet and
Income statement for the Group compared
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to that of the Company because the
applicable trust accounts are treated as
financtal assets i both Group and Company
financial statements

The profit for the year, and profits available
for distribution, of the Company are equal to
the profits for the Group shown on page 48

The Group transacts with a sister company,
Camelot Global Services Limited (CGSL)
CGSL and Camelot Group plc have the same
five shareholders and are therefore related
parties No one shareholder has a controlling
interest therefore the two companies are
not consolidated

The Group also owns the entire share capital
of three dormant subsidanes, which have a
share capital, equal to net assets, of £51n
total These investments are not considered
material for the purpose of giving a true and
fair view of these financial statements and
therefore have not been consolidated (see
note 28)

¢) Segmental reporting

The Group has elected to adopt IFRS 8
‘Operating Segments’ in the financial year
ended 31 March 2010 IFRS 8 replaces IAS
14 'Segment Reporting” The new standard
requires a ‘'management approach’, under
which segment information 1s presented
on the same basis as that used for nternal
reporting purposes

The Group does not publicly trade 1ts equity
or debt secunties and 1s not in the process
of 1Issuing equity or debt secunties in public
securities markets, therefore the Group 1s
out of scope of IFRS 8 However, to remain
consistent with the Group’s principle of
adopting best practice and reporting as if

it were a hsted company the Group has
voluntanly adopted the standard

Decistons concerning the allocauon of
resources and assessing the performance
of the business are made by the Camelot
Group plc Executive Board The Executive
Board of Dranne Thompson CBE (Chief
Executive), Nigel Railton (Finance and
Operations Director) and Martin Pugh
(Commercial Director} 1s therefore
considered to be the Chief Operating
Decision Maker

The Group 1s operated and managed as a
single business segment using common
technology and infrastructure 1n one
geographical area, the United Kingdom and
Isle of Man, across a portfolto of games amed
to maximise the reach of The National Lottery
In accordance with IFRS 8 the business is
deemed to be one segment and a note to
provide details of performance by operating
segment 1s not required Therefore the
adoption of IFRS 8 has had no impact on
the presentation of the Group’s results

d) Gross ticket sales

Gross ticket sales comprise the wagers
placed across a portfoho of games that
include draw-based games, Scratchcards
and interactive Instant Win Games

e} Lottery duty
Lottery duty s 12% of sales

f} Prizes

The draw-based games developed and
managed by the Group cperate under a
prize pool mechanism under which a
predetermined percentage of the ticket
sales 1s allocated to pnzes To the extent
that the actual prizes won on the Lotto and

EuroMitlions draws vary from the pre-
determmed pnize percentage, the relevant
prize 1s carned forward under a Rollover to
subsequent draws

The liabity for prizes 1s recognised at the
time of the draw m line with the pre-
determined percentage for each game

Scratchcard prizes are recognised as a
percentage of ticket sales in ine with the
theoretical prize payout for that game

Interactive Instant Win Game prizes are
based on the actual prizes won for each
individual game, at the point at which the
sale occurs

If prizes remain unclaimed for 180 days from
{1} the draw date for draw-based games or
(1) the close of a Scratchcard or interactive
Instant Win Game, they are paid to the
National or Olympic Lottery Distnbution
Fund These payments are not charged to
the income statement as they are already
included as a prize hability The payment
causes a reduction in the prize hiability on
the balance sheet There is also an equal
reduction in the Operational Trust account
balance, the account in which money In
respect of prizes is held and from which
the payment for unclaimed prizes 1s made

g) National and Olympic Lottery
Distribution Funds
The Nationa! Lottery Distnbution Fund
{NLDF) 1s the central fund from which the
Nauonal Lottery Distribution bodies draw
down funds for distnibuting to the Good
Causes The Olympic Lotiery Distribution
Fund (OLDF) 1s the bedy established to
collect lottery money raised for the London
2012 Olympic Games and Paralympic Games
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NOTESTOTHE FINANCIAL STATEMENTS FoRrTHEYEAR ENDED 31 MARCH 2010

Amounts charged to the income statement
represent

- The amounts arising due to the respective
bodies based on cumnulative accounting
sales less lottery duty and prizes The
amounts recognised are calculated in
line with the method set out In the third
Section b Licence under which the Group
has operated during the year, and

— The profits to be shared with the NLDF
and OLDF as a result of Camelot achieving
certain profit targets This distribution of
profits I1s known as Secondary Contnbutions
and the payments to be made are as set
out In the third Section 5 Licence

h) Net income

Income anses across a portfolio of games that
includes draw-based games, Scratchcards
and interactive Instant Win Games

For draw-based games, income Is recognised
on a draw-by-draw basis, at the point the
draw takes place

Scratchecards ticket income s recognised

at the point of sale by retallers The Group’s
retaler systems provide information when

a new pack of tickets I1s opened and when
pnzes are validated on individual tickets,

but not on the sale of indwidual tickets
Recognitien at the point of sale by retallers
1s therefore achieved using an average ticket
approach and the Group recognises the
incorne from any ticket pack when the
median ticket 1s sold This 1s identified as
being approximately when 60% of the lower
value pnzes have been claimed with a cut
off of 30 days for any open pack

Interactive Instant Win Games income

1s derved from wagers placed on the
National Lottery website and 1s recognised
on the date of purchase as the game I1s
played instantly

All income Is derived from and onginates in
the United Kingdormn and the Isle of Man

The presentation of net income 1s consistent
with common practice within the gaming
Industry, ticket sales are accounted for under
IAS 39 'Financial Instruments Recognition
and Measurement’ Net income Is recorded
anrd disclosed net of lottery duty, prize
payouts and amounts due to the National
and Olympic Lottery Distnbution Funds

1} Retailers’ and other commission

The commussion rate paid for Scratchcard
sales 15 6% and 5% for draw-based games
In addition, 1% of prizes paid out over £10,
up to and in¢cluding £600, 1s paid to all
retallers in commission The Post Office 1s
able to validate prizes between £600 and
£50,000 for whech it continues to receive
an annual payment

Amounts charged 1o the (ncome statement
represent commissions ansing due to {))
retallers based on sales and in-store prize
payments to date, (i) our agent In respect

of tees paid for the processing of debit card
payments which anse when players load or
unload money to and from their Interactive
wallet to enabfe them to participate in the
National Lottery using the interactive channel,
and (m) other salesvelated commissions

1} Intangible assets

All intangible assets are stated at cost
less accumulated amortisation and any
accumulated imparrment losses

Intemnally generated intangibles

Costs relating to the development of
software and the National Lottery website,
including design and content development,
are capitalised as intangible assets only when
the future economic benefits expected to
anse are deemed probable and the costs
can be reliably measured Development
costs not meeting these critena are
expensed In the Income statement as
incurred Capitalised development costs

are amortised on a straight ine basis over
the penod gaining economic benefit from
the expenditure once the related product

Is avallable for use Research costs are
charged to the income statement as
incurred Interactive development costs that
relate to channels other than the website
are also capitalised on the same basis

Separately acquired intangibles
Intangible assets purchased separately,
such as software licences that do not
form an integral part of related hardware,
are capitalised as intangible assets at cost
and amortised over therr useful econormic
life Costs associated with maintaining
software are charged to the income
statement as in¢urred

Amortisation 1s provided on all intangible
assets at such rates as to write off the cost of
these assets in equal Instalments, either over
their expected useful lives or the remaining
Section 5 Licence Period throughout which
benefit 15 anticipated to be denved from the
asset The second Section 5 Licence ended
on 31 January 2009 The third Section 5
Licence runs 1o 2019
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The value of separately acquired and
internally generated intangible assets i1s
amortised in equal Instalments as follows

The period to the
end of the third
Section 5 Licence

Central gaming
software, Interactive
software and

Enterprnise Resource | or planned
Planning software replacement date
if earher

The shorter of four
years and the penod
to the end of the
third Section 5
Licence

Other software

k) Property, plant and equipment
Property, plant and equipment are stated at
cost less depreciation The cost of property,
plant and equipment includes the estimated
cost of removing and disposing of the
terminal assets held at retaller sites

Depreciation 1s provided on all property,
plant and equipment, at such rates as to
write off the cost of these assets in equal
instalments either over their expected useful
lives or the Section © Licence Period
throughout which benefit 1s anticipated to be
derived from the asset The second Section
5 Licence ended on 31 January 2009 The
third Section 5 Licence runs to 2019

The depreciation basis for the principal asset
categories are as follows

The shorter of the
lease period and the
penod to the end of
the third Section 5
Licence

Short leasehold
improvements

The shorter of four
years and the penod
to the end of the
third Section 5
Licence

Computer hardware
{excluding central
gaming}

Central gaming
systems, Interactive
hardware and

The period to the
end of the third
Section 5 Licence

Enterpnse Resource | or planned

Planning hardware | replacement date
if eachier

Fixtures and fittings | b years

Medsa screens 3-5 years

Lottery terminals The perwod to the
end of the third
Section 5 Licence
or planned
replacement date

if earher

The shorter of 2-5
years and the period

Permanent point-of-
sale equipment

(PPOS) to the end of the
third Section 5
Licence

Other plant and Between 2-5 years,

equipment or planned
replacement date

Motor vehicles The lease term

The residual vaiues and useful economic
ives of property, plant and equipment
are reviewed annually Borrowing costs
related to the purchase of fixed assets
are not capitalised

1} Finance leases

Leases are classified as finance leases
whenever the terms of the lease transfer
substantiaily all the nsks and rewards of
ownership to the Group All other leases
are classified as operating leases

Property, plant and equipment acquired
under finance leases are included in the
balance sheet at therr equivalent capital
value, which 1s defined as the lower of

the fair value of the asset and the present
value of minimum lease payments, and

are depreciated in accordance with the
policy for the class of asset concerned

The resulting lease obligations are recorded
as a creditor and the interest elerment of
the finance lease rentals I1s charged to the
income statement The hability 15 discounted
where the difference between the values of
minmum lease payments and the present
value of those payments 1s maternial

m) Operating leases

Cperating lease rentals are charged to

the Income statement on a straight-ing
basis over the lease term Operating lease
incentives are recogrised as a reduction
in the rental expense over the lease term
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NOTESTOTHE FINANCIAL STATEMENTS ForTHEYEAR ENDED 31 MARCH 2010

n} Financial assets trust accounts

in order to protect the interests of prize
winners and players, Carmelot has established
trust accounts operated by an independent
trustee, The Law Debenture Trust Corporation
plc There are a number of trust accounts
operated in order to separate funds of an
eqguivalent amount to the amounts 1o be paid
for pnzes, amounts received from players in
respect of future draws and amounts held in
players’ interactive accounts

Funds are transferred to the Operational,
EuroMilions, Raffle and Pnize Reserve
Trusts to ensure funds are nng-fenced in
refation to the Group's liabilities to pay
prizes In addition, funds are transferred to
the Advance Sales Trust in respect of funds
received from players relating to future
draws, and to the Interactive Trust In respect
of funds held in players’ interactive wallets
which have not yet been utilised by way of
sales placed via the interactive channels, and
also prizes held n those wallets that a player
has not withdrawn During the second
Licence period, funds were also transferred
into the Equahsation Trust in respect of
fixed-prize games, as disclosed in note 12

These trusts are disclosed as current
financial assets as the principal benefit,
berng the right to receve cash from the
trusts, rests with the Group Amounts are
recovered from the trusts into Camelot
bank accounts once the related liability has
been settled or the sales earned and after
receipt of regulatory approval Both
transfers to and from the trusts typically
take place on a weekly basis, or daily in
the case of interactive hability and
reimbursement for prize payments

In addition, the Reserve Trust and
EuroMilllons deposit are disclosed as
non-current financial assets These trusts
represent additional security for prizes
dunng and at the end of the Section %
Licence Period This amount {or the
relevant part) will be repayable to Camelot
In accordance with the Trust Deed at the
end of the third Licence term

o) Inventories

Inventories consist of Scratchcards and
consumables (| e termunal rolls, play ships
and nbbons} Scratchcards are carmed on

a unit cost basis and are expensed when
Camelot recogrises the revenue for that
stock Consumables are valued at the lower
of cost, calculated on the first-in first-out
basis, or net realisable value Provisions are
made for obsolete or slow-moving stock

p) Trade and other receivables

Trade and other recewvables are stated at
fair value Trade and other recesvables are
recogmised at onginal invoice amount, less
an estimate made for doubtful receivables
based on a review of all outstanding
amounts at the penod end A provision for
impairment of receivables 1s established
when there 1s objective evidence that the
Group will not be able to collect all amounts
due according to the onginal terms of the
recervables Significant financial difficulties
of the debtor, probability that the debtor wilt
enter bankruptey or financial reorganisation,
and default or delinguency In payments

are considered indicators that the trade
receivable 1s impaired The amount of the
provision 1s the difference between the
asset’s carrying amount and the present
value of estimated future cash flows The
carrying amount of the asset s reduced
through the use of a doubtful debtor

account, and the amount of the loss is
recognised In the income statement

within ‘administrative expenses’ When a
trade recevable subsequently becomes
uncollectible, it 1s watten off aganst the
doubtful debt provision, in the penod In
which the bad debt i1s identified Subsegquent
recoveries of amounts previously written

off are credited against ‘administrative
expenses’ In the Income statement

q) Trade and other payables

Trade payables are recognised miually at
farr value and subsequently measured
at amortised cost using the effective
interest method

r) Financial instruments

Exposure to credit, interest rate, currency
and hguidity nsks that anise 1n the normal
course of the Group's business are
mirmmised by Camelot’s policies and
controls, as disclosed in note 15
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The accounting policies for financial instruments have been applied to the line items below

Loans and receivables

2010 2009
£fm fm
Assets as per balance sheet o
Trade and aher recevables ) R i . — ,; ,,_,“,‘?_,7_,1, 506
Financial ESS;‘[_S; T ) B - - — 2288 Mzo?ﬁ
Cash and c;sh;aavéients o Bl - _ - 58 2* A 58 5
3141 3167

Other financial liabilities

2010 2009
£m fm

Liabiirties as per ba?ance sheet ] -
_irade and other payables R . 3825 _ 3204
Financial habilities - borrowings 25 23
3300 3227

The following policies for financial instruments have been applied in the preparation of the Group's financial statements

Cash and cash equivalents

For the purpose of preparation of the cash
flow statement, cash and cash equivalents
includes cash at bank and in hand, short-
term deposits with an ortginal maturity
period of three months or less and certain
amounts classified as borrowings, as
detalled below

Bank overdrafts that are an integral part of
the Group's cash management are included
In cash and cash equivalents where they
have a legal nght of set-off against positive
cash balances If the cash position after the
set-off of the overdrafts amounts to a net
overdraft, these amounts are classified as
barrowings, but are still classified as cash
and cash equivalents for the purposes of
the cash flow statement

Bomrowings

Borrowings comprise amounts drawn down
against the Group's bank facilities and any
bank overdrafts as defined above They are
recognised at farr value, net of transaction
costs incurred Borrowings are subsequently
stated at amortised cost, any difference
between the proceeds (net of transaction
costs) and the redemption value 15
recognised in the income statement over
the pertod of the borrowings using the
effective interest method Borrowings are
classifted as current labilities uniess the
Group has an unconditional rnght to defer
settlement of the hability for at least 12
months after the balance sheet date

s) Provisions

Provisions are recognised where the Group
has contractual obligations under supply
agreements for services where the Group
will not receive any benefit, that will probably
require an outflow of resources to settle, and
this outflow can be reliably measured

The provisions for the cost of
decommussicning terminals and
communications equipment held at retaller
sites, and disposing of these assets, are
recognised when the Group has a present
tegal or constructive obligation 1o incur this
cost A further provision comprises amounts
In respect of lost or destroyed terminals
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The dilapidation provision is the current
best estimate of the cost of bringing certain
premises, held under operating leases,
back to ther onginal state as required by
the lease agreement

Provisions are recognised for future
committed property lease payments when
the Group receives no benefit from the
property through continuing usage and
future receipts from any sub-letting
arrangements are not In excess of the
Group's future committed payments

Provisions for restructuring costs are
recognised when the Group has a present
legal or constructive obligation as a result of
a past event, where it 15 more likely than not
that an outflow of resources will be required
to settle the obligation and the amount can
be readily estimated Prowisions are not
recognised for future operating losses

Provisions are discounted when the effect
of the time value of meney 1s materal

t) Pensions

The Group operates a defined contnbution
scheme The cost of contributions 1s charged
to the Income statement in the year to which
i refates

u} Taxation

Current tax 1s recognised based on the
amounts expected to be paid or recovered
under the tax rates and laws that have been
enacted or substantively enacted at the
balance sheet date

Deferred income tax 1s provided m full,
using the liabiity method, on temporsary
differences that anse between the carrying
amounts of assets and liabhities for financial

reporting purpeses and therr corresponding
tax base A temporary difference 1s a taxable
temporary difference if it will give nse to
taxable amounts in the future when the
asset or hability 1s setiled Deferred income
tax Is determined using tax rates and laws
1hat have been enacted or substantively
enacted by the balance sheet date and are
expected to apply when the related deferred
income tax asset 1s realised or the deferred
income tax liability 1s settled

Deferred tax assets are recognised to the
extent that it 15 probable that future taxable
profits will be avallable against which the
asset can be offset Deferred tax assets
and lrabiities recognised are not discounted
Deferred tax labilities and assets are
classified as noncurrent imespective of

the expected timing of the reversal of the
underlying taxable temporary difference
Current tax assets and labiities are shown
separately on the face of the balance sheet

v) Value added tax
All costs include the attributable value added
tax to the exteni that 1t 1s not recoverable

w) Share capital and dividend recognition
Ordinary shares and ordinary redeemable
shares are shown as equity Final dvidends to
the Company’s shareholders are recognised
as a hability and deducted from shareholders’
equity when the dividend 1s approved by the
Company's shareholders, and for an interm
dividend when the dividend 1s paid

x} Foreign cumency

Transacuons in foreign currencies are
translated at the foreign exchange rate
ruling at the date of the transaction
Monetary assets and labiities denominated
in forergn currencies at the balance sheet

date are translated at the foreign exchange
rate ruling at that date Foreign exchange
differences ansing on translation are
recognised i the income statement
Non-monetary assets and liabilites that are
measured in terms of historical cost in a
foreign currency are transacted using the
rate of exchange at the date of transaction
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2 GROSSTICKET SALES

The Group 1s operated and managed as a single business segment in one geographical area, the United Kingdom and Isle of Man, across
a portfolio of games armed to maximise the reach of The National Lottery Gross ticket sales by type of game are analysed as follows

2010 2008

o o o o o o _Em _ Em
'-D_raw-based games a 41218 39280
Instant play games N m1:é36_2 1,2211
54518 5149 1
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4 EMPLOYEE EXPENSES AND NUMBERS

2010 2009
- e . M EM
___Employee{é;(pense (lnclm_:iﬂ;_mrectors‘ e;;ft;en—tr:}_ — . o . o L
Wages and salanes - T T T - ) 390 582
Social secunty costs ‘ 5 1 i 58
Pension costs o a4 T 26
482 66 7
2010 2009
Number Number
The aver;;e monthly m.;r;ber of em;;oyees (mcludltE executive Directors) o T
»gmploye@i Camelot gfgﬂ) plc was asvfollows e o _ - _
Retaller and consumer services - __22_9_ ___»:s
Sales and marketing 202 264
Information technology - _ B - ) :ﬁ 128 o 211wj
Finance admunistration and other o 9 16é
750 941
2010 2009
Key management compensat:on o B ~_F000 __ft'ooo
Féaianes and stjoﬂ—term employee benefits ~ o 2:8822_ ) 2334 5
Post-employment benefits - 1204 158
3.0076 24503

Key management 1s considered to comprise the Executive Board The amounts above include compensation for all members of the
Executive Board for the full year

At the end of the financial year three Drrgctors (2009 three) were members of the Group money purchase pension scheme

Camelot Annual Report and Financial Staternents 2010 | 46




NOTESTOTHE FINANCIAL STATEMENTS FoRTHEYEAR ENDED 31 MARCH 2010

3 OPERATING PROFIT

2010 2009
£m £m

Net income e /T i . T ' 5434 6043
"Other operatng ncome’ o - T T T g 16
Retailers’ and cther commussion ~ _{2617) {2477}
Gaming systems and data c:ommunlcatlgtlgosts2 o o o ) {84 07)7 {120 7}
“Employee expense note d) - N 1 (66 7)
Marketing expense o _ i B (6376) {59 &
Research and development - - 40 (49
Amortigation on intangible assets o i N o ___(_2 0) 52}
Oepreciation on owned assets . o (0_9)- {3 5)

Depreciation on assets held under finance leases B B o - . . L . 1.
Loss on d@_)og@l of property, plant and_equlpmem o __ B ,,,;_ o (Eﬁi _ n (12}
Loss on disposal of intangible assets o - (01}
Operating lease rentals — property {29 {29
Auditors’ remunération - fees payable for the audit of company accounts o _it';_— {03) ___(0 3)

— other services pursuant to legisiation o -

- 8udit related services ~ o - {02}

T omeomwasunce - T T

o - taxservices o ) o2 __E_g)H
— advice on corporate structures and the share sale o o o '(_65) _ 02
Other expenses - {313) {33 5}
Total expenses (500 3) {548 7)
Operating profit 449 572

1 Other income primanly compnses amounts receved from the BBC in relation to the live draw-show broadcast agreement

2 Gaming systems and data communication costs includes the cost of mamtaiing software termenals and the commurnications network, costs associated
with the purchase of Scratchcard tickets and consumables, together with the deprecration of gaming systems and terminal and data communications
eguipment

Included within Garming systems and data communication costs are £13 7m (2009 £13 2m) depreciation on owned assets, £14m (2009

£16 9m) amortisation on intangible assets and £79m (2009 £16 5m) operating lease rental costs on plant and equipment
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5 FINANCE INCOME AND EXPENSE

2010 2009
£m £rn
i\tgrest rece:vab!g irom bank deposits . . o --()-EE—_ 57
Other interest income T o T S 01 03
Finance income 04 60
Bank interest payable B o1 (02}
Interest payable on other loans ) - D 7 :  (03) T w02
T\ter;t—pm on finance leases B ) ‘ TOT) {01}
Finance expense {0 5} {05
Net finance (expense} / Income {0 1} 55
6 TAXATION ON PROFIT ON ORDINARY ACTIVITIES
a} UK corporation tax
B 2010 2009
£m fm
Er;;;;;lon on mgor;e for the year T o 7_‘4 T B a 74' T —1_‘;5H
Prior penod adjustments B T - 02
74 170
Deferred taxation charge for the year 59 11
Prior period adjustments - - _ 01
Deferred taxation charge for the year 59 12
Total taxation expense 133 i82

The taxation charge 1s based on a corporation tax rate of 28% for the year ended 31 March 2010 (2009 28%)

All taxable temporary differences have been recognised and are reflected in the deferred taxation balance
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b} Reconciliation of tax expense

2010 2009
£m fm
Profit before taxation 448 627
Taxation on profit on ordinary activities at the standarcEE(_eA(ZOKJ_ZB%. 2009 28%) _ o L m12 6 175
Factors affecting charge
Expensgs not deduc_t!bf for tax pUrPOSES e . L - R q 7 7 08
Prior year adjustments - {01)
Total taxation expense 133 182
7 DIVIDENDS
2010 2009
£m fm
Prior year final dwidend for aggregate ordinary class ‘A and ‘B’ shares 149 215
Current year interim dwidend for aggregate ordinary class A and 8’ shares 185 296
334 511

The Directors proposed a final dividend for the financial year ended 31 March 2010 of £13 Om (2009 £14 9m} at the Board Meeting on

9 June 2010

In the previous year, under a deed of dividend waliver, Royal Mail Enterprises Limited irrevocably waived its entittement to receive the sum
of £0 3m from the proposed final dwvidend for the financial year ended 31 March 2009 Fuptsu Services Limited waived its entitlement to
receive s share of this amount and as a result De La Rue Holdings plc, Thales Etectronics plc and Cadbury Holdings Limited each received

an additional £0 Tm

Furthermore Royal Mail Enterpnses Limited entered into a deed of dividend waiver which irrevocably waived its entitlement to receive
the sum of £28,800 from the proposed final dmidend for the financial year ended 31 March 2009 As a result De La Rue Holdings plc,
Thales Electronics ple, Cadbury Holdings Limited and Fupitsu Services Limited each recerved an additional £7.200

There are no dividend wavers that apply to the year ended 31 March 2010
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8 INTANGIBLE ASSETS (GROUP AND COMPANY)

Total |
) o £m I
Cost |
AApni2009 o T T ms
Additions e . _ - _ . 91 |
oposas T =
At 31 March 2010 379 |
Accumulated amortisation )
ALT Apri 2008 - o s
Charge for the penod - L o S 34 :‘
Disposals .
At 31 March 2010 94
Net book value
At 31 March 2010 T T T T Toags !
At 31 March 2009 228

The intangible assets balance represents internally generated assets relating to the development of software and the National Lottery
website, incluching design and content development, and also assets purchased separately, such as software licences that do not form an
iniegral part of related hardware The net book value of intangible assets includes £4 3m (2008 £2 9m} of internal staff costs incurred in
generating computer sofiware

The net beok value of costs associated with the development of the National Lottery website amounted to £nil at the year end {2009 fnil}

Intangible assets include £3 7m (2009 £10m) of assets which are under construction
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9 PROPERTY, PLANT AND EQUIPMENT (GROUP AND COMPANY)

Assets under Short leasehold Plant and !
construction IMprovements equipment Total
£m £m £m f;m |
Cost B __‘__7 7 ;Aﬂ __i
At 1 Apnl 2009 63 11 1736 _ 1010 |
Additions 140 - 25 L 165 |
Transfers (173} 01 172 o - I
Disposals 03 - (219} (22 2) 3
At 31 March 2010 27 12 1714 1853 |
Accumulated depreciation L . i
At 1 Aprh 2009 - 83 734 w7 ]
Charge for the period - 03 145 o 1:1?_‘1
Disposals - - (218} o (51 8) |
At 31 March 2010 - 86 661 747 !
Net book value _——j
At 31 March 2010 27 26 1053 1106 .
At 31 March 2009 83 28 1002 109 3

The net book value of plant and equipment held under finance leases 1s £14m (2009 £0 2m) Depreciation charged in the period in respect

of these assets was £0 2m (2009 £0 6m)

10 INVENTORIES (GROUP AND COMPANY)

2010 2009

. £m £m

Scratchcard tickets o Q3 16
Play shps, terminal rolls and other consumables 08 08
11 24

Inventory consumed during the year amounted to £173m (2009 £15 9m) The inventory balance above 1s net of a provision of £0 5m

(2009 £2 4m}

Unsold Scratchcard tickets are wiitten off and destroyed following National Lottery Commission approval after a game closes Dunng the
year £19m {2009 £0 9m) of unsold tickets for closed games were watten off, fully utilising the provisions held for these games
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11 TRADE AND OTHER RECEIVABLES {(GROUP AND COMPANY]}

a) Non-current assets

2010 2009
£m fm
Other receivables and prepayments 38 46

Other recevables and prepayments prnimarily relate to amounts paid in advance with respect to maintenance contracts and operating
leases for plant and machinery

Included In other recevables and prepayments 1s £0 1m (2009 £0 1m) in respect of amounts receivable from Services aux Lotenes en
Europe SCRL ('SLE") Further information on SLE 1s provided in note 27

b) Cumrent assets

2010 2009

fm fm

Trade receivables o 168 354
Prepayments and accrued income T 65 106
233 460

Trade receivables primarily represent amounts due from retailers

As of 31 March 2010, trade receivables of £16 7m {2009 £34 8m} were not yet due

As of 31 March 2010, retall trade receivables of £0 5m (2008 £0 7m) were impaired and provided for The recoverability of trade receivables
held with multiple retailers 1s assessed on the retalers’ level of credit nsk and impaired accordingly Independent retaillers are impaired

when the debt becomes more than one month past due

Other trade receivables that are past due are considered impaired when 1t 1s deemed uneconomical to pursue recoverability of the debt
At 31 March 2010, no other trade recervables were considered impaired or provided for

The ageing analysis of past due but not impaired or provided for trade receivables 1s as follows

2010 20089

e M _ Em

1 10 3 months o 01 05
3 to 6 months _ o = -
More than 6 months T - 01
01 06

The credit risk policy that the Group operates means that Camelot minimises its exposure to past due debt Details of the credit nsk policy
are provided in note 14 and note 15
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The carrying amounts of the Group's trade and other recevables are denominated in sterling

Movements on the Group prowision for impairment of trade receivables are as follows

2010 2009
~_ fm ~ £m

S L T T
_f:rglsmn'for impairment of trade recewéblgs - T N o - 79 2 13
Recewables written off during the year—a/s uncollectible T T {0 4} 07
At 31 March 05 07

All movements in the provision for impaired receivables have been included in ‘administrative expenses’ In the iIncome staterment
The other classes within trade and other recewvables do not contain impared assets

The maximum exposure to credit nsk at the reporting date 1s the carrying value of each class of recevable mentioned above The Group
does not hold any collateral as secunty

12 FINANCIAL ASSETS TRUST ACCOUNTS (GROUP AND COMPANY)

In order to protect the interests of prize winners and players, Camelot has established trust accounts operated by an independent trustee,
The Law Debenture Trust Corporation ple There are a number of trust accounts operated in order to separate funds of an equivalent
amount to the amounts to be paid for prizes, amounts received from players in respect of future draws and amounts held in players’
Interactive accounts

The trust accounts and interest received thereon are subject to first fixed and floating charges in favour of the Trustee

a} Non-current Financial assets

2010 2009

fm £m

Reserve Trusts o - - - ‘ #—~ 7- ; - 1%.0_ o -
Fgu?oﬁlﬂlmmsn ) T - - =5
207 200

Non-current financial assets represent cash held in trust as detalled below The amounts are stated at fair value, being the actual cash
amounts held in the accounts at the end of the financial year

Reserve Trusts

The purpose of the Reserve Trust accounts 1s to provide additional secunity for prizes dunng and at the end of the relevant Section 5
Licence penod The amounts held in these accounts {or the relevant part) will be repayable to Camelot in accordance with the Trust Deed
These amounts will remain on deposit until the end of the third Section 5 Licence period
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EuroMillions deposit

The purpose of the EuroMilltons deposit 1s to provide security to other EuroMillions participants for Camelot's EuroMillicns prize payment
obhgations This amount (or the relevant part} will be repayable to Camelot in accordance with the Trust Deed and will remain on deposit
until the end of the third Licence term

b) Cumrent Financial assets

2010 2009
£fm _ fm
hf\mounts held in respect of prizes o o - _ 7“‘::: )
- Operatlo’nngrust o _ o i ] 7_: 957 . 833
- Equallsatrorﬁmst o —_ o o - i 282
~ EuroMilhons Trust _ o B ~ T 3} ? ) i 290
_ Pnze ReserveTust S - o R Y 62
- Reffle Trust h 300 -
Amounts held in respect of future draws - )
_— Advance Sales Trust 7 o 7” o __29_!'3 o 26 E;—
Amounts held in Interactive Trust T 167 T 144
2081 1876

Operational Trust

Amounts equivalent to prizes payable in respect of sales made are placed into the Operational Trust account, Camelot pays the prizes and
15 then reimbursed retrospectively from this account The balance of any interest ansing on this account {after expenses of the trust) 1s for
the benefit of the National and Olympic Lottery Distnbution Funds

Equahsation Trust

The purpose of this account during the second Licence period was 1o ensure that sufficient monies were available 1o pay players of certain
fixed-pnze games in the event prizes exceeded the theoretical prize amount up to the maximum payout, as stipulated within the rules of
the games, for any individual draw All interest income ansing on this account was for the benefit of the National Lottery Bistnbution Fund
(NLDF} An updated trust mechanism was implemented for the commencement of the third Licence and this account I1s no longer used
The momes remaining 1n this account were paid 1© the NLDF dunng the year

EuroMillions Trust

Camelot and the other participating lotteries 1n the EuroMitlions game have each established a EuroMillions Trust account This i1s used for
the seitlement of all amounts due and for holding amounts in respect of future prizes The interest on Camelot's EuroMillions Trust account
I1s for the benefit of the NLDF At the end of the third Section 5 Licence, any montes remaining in this account will pass over to a successor
or, in the event that no successor 15 apponted, to the NLDF

Prize Reserve Trust

The Prize Reserve Trust accounts represent Camelot cash held in trust in respect of guaranteed prize funding, promotions, vouchers and
amounts held in respect of breakage, being the amount that anses as a result of applying rounding rules to prize amocunts, as detaled in
the Licence All interest ncome ansing on these accounts 1s for the benefit of Camelot Group plc
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Advance Sales Trust

The Advance Sales Trust account 1s maintained 1o safeguard an amount equivalent to monies recetved from players in respect of future
draws, whether by subscription or by using the advanced play facility Interest earned from the Advance Sales Trust account in the current
Licence penod 1s split 5% to Camelot and the remaining 95% for the benefit of the NLDF

Interactive Trust

Players who register for Camelot's interactive service have an online wallet into which they deposit funds which they may then utilise to
place wagers All low tier prizes are paid directly into the player's wallet Players may withdraw funds from their wallet The Interactive Trust
account represents an amount equivalent 1o the aggregate of all players’ wallet balances at the balance sheet date Interest earned from
the interactive Trust account 1s for the benefit of the NLDF

During the year, the rate of interest earned on amounts held in trust ranged from 0 15% to 0 45%

Raffle Trust

The Raffle Trust accounts hold Camelot cash inTrust The amount held represents the difference between the guaranteed prize fund and
actual prizes pawd for the EuroMilions Raffle game which launched during the year The amount held will be used to fund one-¢ff prize
payments for future EuroMillions Raffle prizes All interest income ansing on these accounts s for the benefit of the NLDF

13 CASH AND CASH EQUIVALENTS (GROUP AND COMPANY)
Cash at bank and 1n hand comprise Camelot bank accounts and short-term deposits Fixed and floating charges have been given in respect

of certan Camelot assets to the trustee and to Camelot’s bankers, The Royal Bank of Scotland plc Camelot’s cash balances can be
analysed as follows

2010 2009

Em £m
Cash at bagk and I; hand - ____ T T _ 7_77 "7 7_:_7 o (3 3)_ '*'"_j_ A_—(EB_)
Short-termn bank deposits 7 615 588

68 2 585

Amounts held in short-term bank deposits comprise amounts held on either a Money Market deposit with interest earned rates of 0 40%
10 0 80%, due to mature on 7 Apnl 2010 and 9 April 2070, or Money Market Fund deposits with interest earned rates at 31 March 2010 of
042% to 0 48%, which are redeemable on demand

Interaction between the trust and Camelot bank accounts 1s such that Camelot has an accounting overdraft of unpresented cheques
However, these amounts are fully recovered from the Operational Trust account once the cheque payment has cleared, and therefore the
accounting overdraft 1s shown above within Cash at bank and in hand

At 31 March 2010 the Group had bank facilities totaling £75 Om (2008 £75 Om) This consisted of an undrawn uncommitted overdraft
faciity of £10 0m (2009 £10 Om), a committed 364 day credit facility of £15 0m (2009 £15 Om) and a commuitted credrt facility of £50 Om
(2009 £50 0m} The overdraft facility has been extended for a six month penod and will be reviewed in August 2010 The £15 Om and
£50 Om revolving credit facilities will exptre in February 2011 and December 2011 respectively
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14 CREDIT QUALITY OF FINANCIAL

ASSETS (GROUP AND COMPANY)
External credit ratings are obtained for each
trade recewvable counterpariy at the point
the Group starts to trade with that retaler to
confirm the creditworthiness of the retaller
See note 15 for details on the Group's credit
control policy for trade recewvables

External credit ratings are obtained for banks
where the Group holds cash and short-term
bank deposits At 31 March 2010, the credit
ratings for the banks where financial assets
totalling £50 O0m (2009 £40 0 m) are held In
short-term Money Market deposits are

P1 {(Mocdy's short-term credit rating)

A further £115m (2009 £18 8m) s held in
three Money Market Funds with Fidelty,
Goldman Sachs and Standard Life which
have Moody's credit rating of Aaa

None of the financial assets that are not yet
due have been renegotiated in the last year
The maximum expeosure to credit nsk at the
reporung date Is the carrying value of each
class of recevable mentioned above

15 FINANCIAL RISK MANAGEMENT
Exposure to credit, interest rate, currency,
liguidity and capital nsks anse in the normal
course of the Group’s business

a) Credit risk

Management has a credht policy in place
and the exposure to credit nisk 1Is monitored
on an ongoing basis Credit evaluations are
performed on all customers at the point at
which the Group starts to trade with that
retaller If the credit nsk exposure 1s significant,
Camelot will request a bond as collateral to
protect against any future payment default
Thus 15 held for a minimum of two years,
during which peniod payment patterns are

monitored Amounts invoiced to retailers

are collected withun three working days If a

retailer falls to make payment on the due date,
the retaller’s terminal 1s suspended until the

debt is cleared Retaller agreements set out

the Group’s credit policy for late payments

In light of the current economic chmate,
Camelot has reviewed Its established
credit-policy and debt-collection processes
to ensure they are appropriate and address
the additional exposures to increased
credit nsk the current economic cimate
brings Management is confident that

the current arrangements minimise the
Group's exposure in this area, however
this continues to be closely monitored
dunng these uncertain times

At the balance sheet date there were no
significant concentrations of credit nisk

The maximurm exposure to credit nisk 1s
represented by the carrying amount of ‘Trade
and other receivables’ in the balance sheet

The Group investment policy restrncts
investment to short-term Money Market
deposits or Money Market fund deposits
and only with counterparties that have
strong credit quality and a strong capacity
for timely payment of short-term deposit
obligations The investment policy has also
been reviewed and updated accordingly
to reflect the current market uncertainty

b) Interest rate risk

The Group 1s structured such that the
exposure 10 changes In interest rates I1s
rminimal The Group has in place a floating
rate overdraft facihty for short-term
borrowing requirements Duning the year,
Interest rates incuired on the overdraft
facility have ranged from 038% 10 150%

During the year Camelot's £15 Om revolving
credit facility and the Group overdraft of
£10 Om were renegotiated

Investments are predominately in fixed-rate
Money Market deposits with matunty of
less than three months Dunng 2010 the
Group also held investments in three Money
Market funds with variable rates ranging
from 0 37% 10 132%

All investments in 2010 and 2009 were
denorminated in sterling

c) Foreign exchange nsk

The Group 1s exposed to foreign exchange
nsk on purchases that are denominated in a
cuirency other than Sterling The currencies
giving rise to this risk are primarly U'S
Dollars and Euros During the year, the
Group did not parucipate in any dernvatve
or hedging contracts due to the minimal
number of foreign transactions Transactions
denominated in foreign currencies are
accounted for in line with our accounting
policy detailed i1 note 1{x)

Included wvathin ‘administrative expenses’ In
the iIncome statement are £0 1Tm (2009
£0 3m gain) net foreign exchange gains

d} Liquidity risk

Prudent liquidity nsk management implies
maintaining sufficient cash and the
avallability of funding through an adequate
amount of commutted credit facilities The
Group's current credit faciiies comprise an
overdraft, an uncommitted facility and a
committed facility totaling £75 Om Regular
review of cash flow forecasts, strategic
plans and budgets guide the considerations
of the adequacy of these faciiies and
determine the potential draw down of gach
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Management monitors rolling forecasts of the Group’s iquidity reserve and cash and cash equivalents on the basis of expected cash
flows Cash-flow forecasts are produced up to one year in advance and revised regularly Camelot’s cash 1s subject to dally, weekly and
monthly cycles that are factored into forecasting The cash position 1s monitored daily, and monies are placed on deposit 1o ensure returns
are maximised across pooled accounts Currently funds are placed in short-term deposits with matunties between one day and three
months, dependent on future cash cutflow requirements In addition there are funds placed within Money Market Funds that are
repayable on demand

The table below analyses the Group's financial habilities into relevant maturity groupings based on the remaning period at the balance
sheet date to the contractual maturity date The amounts disclosed are contractual undiscounted cash flows Balances due within 12
months equal therr carrying balances as the mpact of discounting 1s not significant

Mature in less Mature between Mature between
than 1 year 1 and 2 years 2 and 5 years
fm £m £fm
At 31 March 2010
ﬂBorrowsngs 06 08 1
Trade and cther payables T " 389 ) -E_ _j_ﬁ_:—j__ﬂj+
At 31 March 2009
Borrowings 10 o 0% 08
Trade and other payables 3189 - 05

e) Capital risk
The Group has had mirimal borrowing requirements dunng the year At 31 March, the Group has a loan arrangement ang finance lease
agreernenis In place, of which £2 bm (2008 £2 3m) 15 outstanding at the end of the year

The Group makes two dividend payments a year, and all profits are distributed to the shareholders
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16 FINANCIAL LIABILITIES - BORROWINGS (GROUP AND COMPANY)

a) Cumrent habilities amounts falling due within one year

2010 2009
£ £m
Finance lease obligations o o 5 3 Q2
Other loans - o _—é77073ﬁ 08
06 10

The carrying value of current financial liabilities approximate to fair value

b) Non-current liabilities amounts falling due after one year

2010 2009
£m £m
Finance lease obligations T _171_ 01
Other loans Y 12
19 13

All finance lease and other loan obligations held in non-current liabilities fall due after one year, but in not more than five years

Future lease payments will include future finance charges of less than £0 4m {2009 £0 1m) Future loan repayments will include finance
charges of £0 1m (2009 £0 2m)

17 TRADE AND OTHER PAYABLES (GROUP AND COMPANY}

a} Current habilities

2010 2009

fm £m

Trade payables T :25% 308
Property, plant and equ:pment creditors - 02
Lottery duty 553 23
Amounts payable to the NLDF and OLDF B 154 23
Prize hability w04 126 9
Equalisation habihity ) ) - 282
Accruals and deferred incocme L 7_ 7_“_“ 286 402
Advance receipts for future draws - ?6 7 390
3259 3199

The pnize liability represents unclaimed prizes and at 31 March 2010, the Group had transferred £160 1m into the relevant trust accounts
to meet these lisbilities (2009 £118 bm) Advance receipts for future draws represent the mult-draw and subscription payments relating
to future draws
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The Equalisation Lability represents amounts set aside dunng the second Licence penod to pay prizes for games with fixed prze uers
where actual prizes won vary from the predetermined percentage The remaming balance was paid to the NLDF during the year

b} Non-cumrent lLiabilities

2010 2009
o £m fm
Accruals and deferred income 16 05

18 DEFERRED TAXATION (GROUP AND COMFANY)

Deferred taxation assets and liabihties are offset when there 1s a legally enforceable right 1o offset current 1axation assets with current

taxation habiities At 31 March 2010 the offset amounts are as follows

2010 2009
£m fm
Deferrad tax assets o
Deferred tax asset to be recovered after more than 12 months . 25 24
Deferred tax asset to be recovered within 12 months T 01 54
Deferred tax assets 26 78
2010 2009
£m Em
Deferred tax habilties
Deferred tax liabiity to be recovered after more than 12 months 07) -
Deferred tax hiability 1o be recovered within 12 months T - -
Deferred tax habilities 07) -
Deferred tax assets (net) 19 78
The gross movement on the deferred income tax account 1s as follows
Accelerated capital Provisions and ;
allowances accruals Total |
£m fm  _ £Em
At 1 Apnl 2009 72 06 B 78?‘
"Reclassification (18} 19 S L T
Retained i the Income statement 6 0) 01 T (5 ;] \,
At 31 March 2010 (07 26 19 |

The reclassification of the £19m deferred tax 1s in respect of provisions set up 1n prior years relating to the decommissioning of terrminal

equipment assets Although the deferred tax relates to fixed assets It 1s more appropriately included within ‘provisions and accruals’ rather

than ‘accelerated capital allowances’ as it anses from the provisions that have been set up rather than from the fixed assets themselves
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19 PROVISIONS FOR OTHER LIABILITIES AND CHARGES (GROUP AND COMPANY)

Terminal and data Long term 1
commurucation related Property Restructuring incentive plan Total
fm £m £fm fm 7 o _f_:r_n _
At 1 Apnl 2009 49 27 49 - 125
Charge to iIncome statement 04 01 12 08 25
et
Provision uthsed - {01} {59) - {6 0}
At 31 March 2010 53 27 02 08 90

Prowisions have been analysed between current and non-current as follows

2010 2009
£m £

Current T T MBTF __W—.._S_-s.._
Nen-current - 83 67
Total 90 125

Terminal- and data communications-related provisions include

m A provision for the cost of decommussioning existing terminals and communications equiprment held at retaler sites, and disposing of
these assets at the end of the current Licence period

m Amounts in respect of lost or destroyed terminals and associated contractual costs This provision will be fully utiised by the end of the
current Licence period

Property provisions comprise
m The dilapidation provision which 1s the current best estimate of the cost of bringing certain premises, held under operating leases, back

to thewr onginal state as required by the lease agreements The provision will be utilised as these lease agresments terminate

The restructuring provision relates to future severance costs resulting from the internal restructuning The provision 1s expected to be fully
utilised within the next financial year

The provision for the Lang-Term Incenuve Plan s discussed the Directors’ Remunerattaon Repart on page 40
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20 SHARE CAPITAL

a) Authonsed and allotted share capital

2010 2009
£m fm
Authonsed o
100,000,000 ordinary shares of £1 each, divided into
A shares 28,062,500 291 291
B shares 70,937500 o T 709 709
50,000,000 redeemable shares of £1 each 500 500
At 31 March 1500 1500
Allotted, 1ssued and fully paid
38 750 000 ordinary shares missue of £1 each, dvded into
‘Al shares 29,082,500 ) ﬁ 291 291
B shares 9 687500 a7 97
50,000,000 redeemable shares of £1 each o 50 0 500
At 31 March 888 888
b} Analysis of shareholding at 31 March 2010
Number of ‘A Number of ‘B’ Number of Percentage
shares shares redeemable shares holding
Cadbury Holdings Limited 7750,000 - 10,000,000 20
De La Rue Holdings plc 7,750,000 - 10,000,000 20
Fujitsu Services bimited 5,812,500 1,937500 10,000 000 20
Thales Electronecs plc 7750,000 - 10,000,000 20
Royal Mail Enterprises Limited - 7,750,000 10 000,600 20
i 29,062,500 9,687500 50,000,000 100

During the year the Group was Informed by its shareholders —~ Cadbury Holdings, De La Rue Holdings, Fuptsu Services, Thales Electronics
and Royal Mall Enterprises Limited ~ that they had signed a Sale and Purchase Agreement to sell their shares, subject to regulatory
consent, to Premier Lotteries UK Limited, a subsidiary of Ontario Teachers’ Pension Plan

¢) Rights and obligations
With regards to income

Income 15 distributed among the holders of all Ordinary Shares and Redeemable Shares pan passu as If the same constitutes one class of
share Hrstorically, holders of the B shares were not entitied as a class to the Relevant Profit for the fust Licence period and the penod of

the intenm Licence, defined as
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() the Company’s profits available for distnbution calculated in respect of all periods ending on or before 31 January 2002, being the last
day of the intenm Licence and determined by reference to intenm accounts for the period ending on that day, and
(n) any further amount referable to the penod of the first Section 5 Licence and the pertod of the intenm Licence

With regards to capital
On a return of assets on liquidation, reduction of capital or otherwise, the surplus assets of the Company remaining after payment of its
habihes shall be appied

{a) firstly, In paying to the holders of A shares pro rata between them a sum equal to any arrears of dividend calculated by reference to
the Relevant Profit for the first Licence penod and the penocd of the interim Licence (as defined above),

(b} secondly, In paying to the holders of ‘A shares pro rata between them a sum equal to that amount of the Relevant Profit for the first
Licence period and the intenm Licence (as defined above} which has not already been distributed to them since the date of adoption
of the articles of association of the Company,

{c) and, subject thereto, any arrears of dividend and the balance of such assets shal belong to and be distnbuted amongst the holders
of all the A and ‘B’ Ordinary Shares and Redeemable Shares {par passu as If the same constituted one class of share)

With regards to class consents
Except with the prior consent or approval in writing of the holders of all of the relevant class of shares, the Company shall not moadify or |
vary the rights attaching 10 any class of its shares (unless the modification or vanation affects all classes of shares simarly} !

With regards to voting and other nights
In respect of voting and all other nights {cther than as provided for in article 5A of the Company’s articles of association) the respective classes
of all the A and ‘B’ ordinary shares shall be pan passu as If the holders of all the A and ‘B’ ordinary shares constituted one class of share

Redeemable shares shall confer on each holder thereof {without capacity} the nght to receive notice of and to attend and speak but not
vote at any general meetings of the Company

The Company shall have the nght (but no obhgation) at any ime and from time to ime after the elapse of the first five years of the third
Licence, by gving three months' written notice to the holders of Redeemable Shares, (subject to the provisions of the Companies Act) to '
redeem for cash at par all or such other number of Redeemable Shares then in 1ssue as set out In the notice

21 RESERVES (GROUP AND COMPANY/}

Capital Retamned
redemption reserve earnings Total
£m Em £m
At 1 April 2009 o 12 _ 149 21
Net decrease in shareholdars’ equity - (19) 19)
At 31 March 2010 112 130 242
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22 CASH GENERATED FROM OPERATIONS

2010 2009
fm £m
Profit for the year 315 445
Adjustments for o o o
— Taxation 133 182
- Depreciation and amortisation 182 394
~ Loss on disposal of fixed assets T os 13
- interest income o o4 60
- [nterest expense - 05 05
319 534
Changes in working capital o
- Inventones T s 20
- Trade and other receivables 3 232 89
- Fmancial short-term assets T (209 (8 4)
- Trade and other payables L 56 61
- Provisions {35) {0 4)
61 (96
Cash generated from operations 695 883

23 FINANCIAL COMMITMENTS AND CONTINGENT LIABILITIES (GROUP AND COMPANY)
At the year end, capital expenditure totalling £6 Om (inclusive of VAT) was contracted for in the year but not yet incurred (2009 £8 3m)

Fixed and floating charges have been given on certain assets to the Trustee and to The Royal Bank of Scotland plc See notes 12 and 13 for details

Other than those noted above, there are no significant contingent liabilites in the Group or Company

24 OPERATING LEASES {GROUP AND COMPANY)

At the balance sheet date, the Group has commitments under non-canceliable operating leases that fall due as follows

— Within one year

— Between two and five years

- After five years

2010
Land and
buitdings

2010
Plant and

2009 2009
Land and Plant and
buildings machinery

fm £
30 68
86 252
"o 304
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25 PENSION ARRANGEMENTS (GROUP AND COMPANY)

The Company operates a defined contribution pension scheme Employees who transferred from shareholder companies have continued
to participate in therr respective shareholder pension plans via an agreed deed of participation All amounts payable under these schemes
are charged to the iIncome statement as they fall due The total amount charged in respect of pensions to the income statement in 2010
was £4 1m (2009 £2 6m)

Camelot accounts for these schemes as if they were defined contribution schemes, by charging the cost of contrbutions to the

Income statement in the year to which 1t relates This treatment 1S consistent with prior accounting periods In adopting this approach,
Camelot has claimed exemption from defined benefit accounting, as permitted by paragraph 34A of 1AS 19, on the bas:s that insufficient
information regarding the plans’ assets, habiities and any surplus or deficit 1s available because the plans are fully admimistered by the
respective shareholders

26 CONTINGENT LOAN NOTES (GROUP AND COMPANY}

Camelot entered into a contingent loan note arrangement dunng the course of 2001 with 11s shareholders Cameiot will issue foan

notes to the shareholders in the event that equity shareholder funds fall below £60m and certain cash accounts fall below £25m Camelot
shareholders will subscribe in proportion to ther aggregate of class A and ‘B’ shares, an amount to bring either equity shareholders’
funds back to £50m or cash accounts back to £25m While the redeemabie shares are in 1ssue these loan notes cannot be called upon
However, should the Group redeem the shares, the shareholders have formally agreed that the loan note mechanism (as amended) will
once again apply

27 RELATED PARTYTRANSACTIONS {GROUP AND COMPANY)
Camelot has a number of contracts with its shareholders, their parent and/or therr subsidiary companies

The amounts included in the financial statements for the financial years ended 31 March 2010 and 31 March 2009 excluding VAT are
given below

2010 2010 2009 2009
Purchase of Amount due Purchase of Amount due
revenue items to related party revenue items 10 related party
and stock and stock
£m £m fm £m
Fujitsu Services Limited R - = 87 -
Royal Mail Enterprises Limited 21 02 113 0z

Royal Mail Enterpnses Limited i 1ts capacity as a National Lottery retailer also earned sales and prize commissions of £35 5m (2009 £34 5m)
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In addition, the following cash payments and refunds for overpayments were made in respect of consortium taxation relief durning the year

2010 2009

£m £m

Cadbury Holdings Limited ) o 18 67
Fuptsu Services Lrmited L :—:{ 71
Rayal Mail Enterprrseéﬁmned C 23 40
41 178

Duning the course of the year, Camelot entered into the following transactions with ‘Services aux Lotenes en Europe SCRL {SLE), a sociéte
coopérative a responsabilite imitée incorporated in Belgium The main purpose of SLE 1s to provide services to lotienes in Europe which
participate n the EuroMillions game The head office 1s located in Belgium at the address Avenue de Terveuren 448, Bruxelles, Belgium, 1150

2010 2009

o £m . fm

Purchases - _0s 93
Amounts owed to SLE e - —
Sales 01 01
- 01

Amounts owed by SLE

Also, Camelot transacted with a related party, Camelot Global Services Limited {CGSL), during the year CGSL provides consultancy advice
to other lottery operators around the world CGSL and Camelot are subject to common control, because they have the same shareholders,

and therefore are deemed to be related parties

2010 2010 2009 200g

Sale of services Amount due Sale of services Amount due

from related party from related party

o t;m o B £m £m £m

Camelot Global Services Lirmited 23 05 - -

Information regarding compensation paid to key management 1s drsclosed in note 4

28 SUBSIDIARY UNDERTAKINGS

Camelot Group plc owns the entire equity share capital of the following dormant companies
Camelot Lotteries Limited

National Lottery Enterpnses Limited

CISL Limited

These subsidiaries have share capital, equal to the net assets, of £5 1n total This amount represents Camelot's cost of investment in these
subsichanes They are not matenal for the purpose of giving a true and fair view for these financial statements and therefore have not been
consolidated, in accordance with Companies Act 228(2) The registered office for these companies 15 at Tolpits Lane, Watford, WD18 SRN
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PERFORMANCE STANDARDS

Performance standards

Standard and descniption Target Year End
Actual

General matters

Payments to Secretary of State T w'1 00 00% 99 28%

Computer systems

Terrminal sales avalability 99 50% 100 00%

Termunal validation avaitability 99 00% 99 97%

Retailer matters

Response to retaler selection request 95 00% 100 ¢0%

Response to retaller correspondence 95 00% 100 00%

Player service

Response 1o correspondence by National Lottery Line (NLL) 95 00% 9787%

Resclution of player complaints 95 00% 93 57%

Access to NLL Voice Response System (VRS)

Wednesday (20 00-23 00} 90 00% 100 00%

Saturday (20 00-23 00) 85 00% 100 00%

All other times 9730% 100 00%

Access to NLL representative

Friday (20 00-23 00} 80 00% 98 41%

Saturday {20 00-23 00) 80 00% 89 60%

All other times 90 00% 9392%

Failure to select an option on VRS (FTO %} <8 00% 4 46%

Abandened calls to call centre <6 00% 034%

Prize payment

Prize claims paid by CHAPS 92 50% 98 63%

Prize claims paid by cheque 92 50% 92 75%
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Standard and description Target Year End
Actual
Nommnal claims o
Prize claims made in post (including interactive} 85 00% 98 50%
Ciaims requinng investigation
Drawbased
H_esolunon of lost, sttE\ or destroyed tickets 75 00% 82 98%
Missing mult-draw exchange S0 00% 89 35%
Damaged tickets 95 00% 98 73%
Previously validated 90 00% 8789%
Scratchcards
Damaged tickets 95 00% 8801 %
Stolen tickets/packs 92 50% 98 92%
Previously vatidated tickets 95 00% 9153%
Any other claims investigation 76 00% 98 96%
Subscrptions
Written correspondence answered by Subscriptions S5 00% 98 00%
Resolution of player compilamnts 95 00% 92 13%
Vorce contact with Subsenptions department 80 00% 83 04%
Abandoned calls Subscriptions department <5 00% 267%
Interactive performance standards
Standard and description Target Year End
Actual
Systems availability
Avallability to play games 20 00% 98 82%
Availability to pay prizes 98 00% 100 00%
Customer contact
Voice contact with customer call centre 80 00% 80 82%
Abandoned calls to customer call centre <5 00% 2 46%
Customer contact wia email B0 00% 90 55%
Mail server performance <100% 0 00%
Response to letters 95 00% 9734%
Conttact resolution (enquines) 80 00% 98 68%
Complaint resolution {all channels) 95 00% 9745%
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NATIONAL LOTTERY DISTRIBUTION BODIES

GOOD CAUSES

Good Causes Information Line

0845 275 0000

Textphone 0845 275 0022

Good Causes Websites

www lotterygoodcauses org uk
www lotteryfunding org uk

CHARITIES, HEALTH,
EDUCATION AND
ENVIRONMENT

Big Lottery Fund
1 Plough Place
London EC4A 1DE
020 7211 1800

SPORTS

UK Sport

40 Bernard Strest
London WC1IN 18T
020 7211 5100

Sport England
Third Floor

Victoria House
Bloomsbury Square
London WC1B 4SE
0845 850 8508

Sport Scotland

Doges

Templeton on the Green
62 Templeton Strest
Glasgow G40 1DA

0141 534 6500

Sport Northem Ireland
House of Sport

2a Upper Malone Road
Belfast BT9 5LA

028 9038 1222

Sport Wales
Sophia Gargens
Cardiff CF11 9SW
0845 045 0904

ARTS

Arts Council England
14 Great Peter Street
London SW1P 3NQ
0845 300 6200

Scottish Arts Council
12 Manor Place
Edinburgh EH3 7DD
0131 226 6051

Arts Council of
Northem Ireland
MacNeice House
77 Malone Road
Belfast BT9 6AQ
028 9038 5200

Arts Council of Wales
Bute Place

Caraiff CF10 BAL

0845 8734 900

UK Film Council

10 Litle Porttand Street
London W1W 7JG

020 7861 7861

Scottish Screen

2493 West George Street
Glasgow G2 4QE

0845 300 7300

HERITAGE

Heritage Lottery Fund
7 Holbein Place
London SW1W 8NR
020 7591 6000

OLYMPIC LOTTERY
DISTRIBUTION FUND

Olympic Lottery |
Distnbutor

1 Plough Place

London EC4A 1DE

020 7880 2012

SCIENCE, TECHNOLOGY AND ART

The National Endowment
for Science, Technology and
the Arts (NESTA)*

1 Plough Place

London EC4A 1DE

020 7438 2500*

* Lottery Good Causes funding has also
provided two endowments to NESTA
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COMPANY INFORMATION

CAMELOT GROUP PLC

Head Office

Magdalen House

Tolpits Lane

Watford WD 18 9RN
www camelotgroup co uk
01923 425000

Registered office
Tolpits Lane
Watford WD18 9RN

Registered in England

and Wales

No 2822203

Incorporated and domiciled in England

Auditors
PricewaterhouseCoopers LLP

Bankers
The Royal Bank of Scotland Plc

CONTACT DETAILS

Player enquiries
Avalon House
Tolpits Lane
Watford WD 18 9RN

National Lottery Line
0845 810 0000

0845 810 0045
Minicom facility

National Lottery Interactive Channels
0845 278 8000

www nationaHotiery ¢o uk
help@national-lottery co uk

National Lottery Direct Debit
0845 912 8000

Retailer Hotline
0800 064 9649

Under-16s sales prevention
Hotline 0870 160 0016

OTHER ADDRESSES

National Lottery Promotions Unit
1 Plough Place

London EC4A 1DE

020 7211 39N

National Lottery Commission
101 Wigmore Street

London W1U 1QU

020 7016 3400

www natlotcomm gov uk

Department for Culture, Media & Sport
The National Lottery Licensing Division
2-4 Cockspur Street

London SW1Y 5DH

020 721 6200

www cllture gov uk

Camelot Annual Repart and Financial Statements 2010 | 68



Camelot Group plc (which was renamed
Camelot UK Lotteries Limited on § August 2010}
15 the licensed operator of The National Lottery
and all National Lottery logos are the registered
trademarks of the National Lottery Commission

Camelot Group plc
Magdalen House

Tolpits Lane

Watford WD18 SRN
01923 425000

www camelotgroup co uk




