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Breakdown of £1 for second
licence period
{%!)

-

@ Prizes 50
& Good Causes 28
# Lottery duty 12
. Retailers 5
® Operating costs 4.5
# Camelotprofit 0.6

Note: Based on Camelot’s
figures as detailed in their bid for
the second licence.
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Camelot’s role

Camelot is the operator of The UK National Lottery.
[t employs around 1,000 staff, the majority of whom
waork from a head office in Watford, Hertfordshire.
Other sites include a player information line and
telesales site In Aintree, a warehouse facility in
Northarnpton and 10 regionat centres across the UK.

The objective of all staff is to maximise returns

to Good Causes and Government through lottery
games in the most efficient and socially responsible
way. This involves creating, marketing and promoting
new games; running and develcping the lottery
infrastructure; providing services for players and
winners and working in partnership with retailers.

The National Lottery’s partners
There are a number of organisations involved in
The Naticnal Lottery. Their partnership is critical
to the lottery’s success. They are:

- The Government, empowered by the Naticnal
Lottery Act 1993, through the Departrnent
for Culture, Media and Sport which appoints
and directs

- The National Lottery Commissicn which, after
a competition against an Invitation to Tender,
awards the licence torun The Nationa! Lottery
and regulates

- Camelot, the lottery operator, which raises
meney for

— Six Good Causes approved by Parliament, which
select and allocate funds 1 16 distribution hodies™,
These in turn decide which beneficiaries should
receive funding.

* Funding to one of the 16 distribution bodies, the
Millenniurm Commission, ceased in August 2001

VVhere does 1t
all come from?

Licence facts

In May 1994 Camelot was awarded a seven-year
licence to run the lottery and on 14th Novernber
1994 the first ondine tickets went on sale.

QOver the seven years of the first licence Camelot
raised £10.6 biflion for Good Causes, £1.6 billion
more than originally promised.

In December 2000 Camelot was awarded the
second seven-year licence to run The National
Lottery, which commenced on 27th January 2002.
Its objective for this licence is to exceed the
expectations of its regulator, The National Lottery
Commission, which expects no more than around
£10.6 billion 1o be raised for the Good Causes
during the second licence.

Breakdown of the lottery pound

Under the terms of Camelot’s licence each pound
spent on the lottery is allocated, over the seven-year
peried, as follows:

- B50p is paid to winners in prizes

- 28pis given to the Good Causes as setout
by Parliament

- 12pis passed on to Government in lottery duty

-Bnis paid to Naticnal Lottery retailers on all
National Lottery tickets sold

-4 8p covers Camelot’s operating costs, which
comprise of running the lottery network and
computer system, marketing expenses, player and
retalier support services and administration costs

-0.5pis Camelot’s profit in the second licence,
down from just under tpin the first licence,
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The National Lottery is a proven success, having
raised more than £11.3 billion for Good Causes.

| was appointed Chairman of Camelot at the start

of the second licence in Jenuary 2002. My taskis
common o the sharehelders, executive team and
staff: to exceed the expectations of cur regulator and
succeed in raising rore than the £10.6 billion raised
for Good Causes in the first licence.

Chief Executive Dianne Thompson describes
elsewhere in this report how we have embarked on our
seconrd licence, resolived to reinvigorste public interest
in The National Lottery. After the uncertainties of the last
licence award process, | am confident that Camelot has
emerged as a forward locking organisation, dedicated to
the sales-led task of increasing retuns 10 Good Causes.

Partnership

Tne task of exceeding expectations is a formidable one
and requires a partnership between the component
parts of The National Lottery. That means finding new
ways of working with our statutory regulator, the
National Lottery Commission, in order to maximise
returns to Goed Causes, while continuing to ensure
player protection and proprigty. We share the belief
of Parliament and our regulator that strict regulaticn is
essential to preserve public confidence in The National
Lottery. However, some aspects of the current
regulatory regime have become so prescriptive and
subjective that the shared duty to maximise retums
to Geod Causes is at risk.

What is needed is not a lighter touch but a regime
which is redesigned positively to encourage
innovation and experimentaticn, within the agreed
guidelines and statutes. | am thinking most specifically
here about the introduction of new games, the key
to sales growth, Presently, the National L ottery
Commission’s procedures are unhelpful. | believe
Camelot's initiatives should be judged by the National
Lottery Commission after the fact and not before,

as now. Innovation is the key to growth inany
business but the present approach fails to recognise
that The National Lottery is in its eighth year of
operation. We welcome the fact the National Lotiery
Commission has signalled its willingness to engage
on these issues — much depends on the outcome

of those dsliberations.
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QOur success also depends on continued recognition
that there is a public interest in The National Lottery's
protected status within the garming rmarket. We are
defighted that the Government has signalled its
intertion 1o maintain that position even though it has
embarked on a major programme of liberalised gaming
reform. We welcome the news that the Secretary of
State for Culture, Media and Sport has rejected those
few recommendaticns within the Budd Review of
garnbling which would have had the effect of diluting
the returns to Good Causes from The National Lottery.

And finalty, we urgently need our other partrers,

The National Lottery distribution bodies, to help us

to promote the direct connection between playing
National Lottery games and the community benefits
that result. The evidence s that our players have little
undcerstanding of what is spent, by whom and on what.
We are pleased that there is now a good understanding
of this preblermn by our distributing partners and we are
wiorking together to rermedy the problem.

Getting on with business

This year has been a period of planning and huge
investrment in the business as it prepared for the second
ficence. The £73 million spent on 25,000 new terminals,
the successful development and installation of the new
Alpha Gols software platform and the recruitment of
300 staff are considerable achievernants of Dianne
Thompson and her team in the past 12 months.

The Board is cormmitted to a further capital
expenditure of £45 million, to create the software
platform needed to secure the integrity of all National
Lottery games via the Intemet. This will enable us

to make the best of whatever platform our regulator
ultimately permits. The benefits of that investment
cannot be fully realised until consurner take-up is
accelerated, unlikely before the third licence.

Carnelot is, in my view, a business more 'fit for
purpase’ than any | have come across. | am proud
tobe its Chairman and to play my part in supporting
Dianne and her team to meaet the considerable
challenges thatlie ahead.

Far eight years now Carnelot has played its part by
operating what is internationally recognised as one of
the world’s most successtul lotteries. Next month the

inburgh
EH il

Government will publish a review of how it might
ensure competition for the third icence. Camelot
supports the Government’s desire to ensure fruitful
cormpetition and shares the view that it is one of the
key tools for maximising returns 1o Good Causes.

In due course Camelot will respond in detail to

the debate on how this competition might bast

be achieved. Whatever the model chosen, | balisve
itis important that competition is not gained at the
expense of an integrated approach to the operation
of the lottery. It is Camelot's experience that such an
approach is vital to the future efficiency, integrity and
security of The National Lottery. In the public interest
we will argue against proposals that threaten to break
up the operation.

In stepping up to the Chair of Camelot from my role as
non-executive director, | succeeded Sir George Russel.
Aman of enormous achievernent in both the business
and public sectors, he is owed a great debt by Camelot.
Sir George's wise counsel and cool command were
instrurnental in the company's survival and on behalf
of everyone at Camelot, most particularly the Board,

1 would fike to express our gratitude.

Thanks are due, as well, to Lord Imbert, who has also
retired from Camelot’s Board after more than seven
years of invaiuable service.

This year has been one of preparaticn and change
at Camelot. That process has seen a vibrant, sales-
focused company emerge well equipped to meet,
alongside its partners in The National Lottery, the
considerable challenges that lie ahead.

Success will be bulit onwith all partners playing their
part and meeting their responsibilities to this great
institution. We at Camedot look forward to meeting our
responsibilities and fulfiling stakeholders” expectations.

Michael Grade CBE
Uhairsags

21 May 2002
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Servingthe
nation's areams through
The National Lottery

As the operator of The National ottery the nature

of Camelot’s business is unigue. No other business
¢an say its output is designed to create winners

both individual, through the millions on offer in prizes
and collectively through the 28p in every £1 sale that
goes to the Good Causes. This Annual Report reflects
this business oulput with special reports on winners
and Good Causes.

My colleagues and | make no claims other than to
feel proud that Camelot's role in raising the funds

has enabled others to use their creativity to contribute
positively to communities across the UK. ltis also
important to note that 89% of the monies raised last
vear for Good Causes were invested in projects
worth under £100,000, each making a real difference
to their local community.

My task and that of my colleagues is to ensure

the source of the funds that make such a difference
flourishes and, in the following pages [ will explain
how we have, and will continue to ensure that

The National Lottery can ‘serve the nation's dreams’.

Last year marked the transformation of Camelot.

The previous year's prolonged fight to win a second
licence had left the company battle-scarred and,

due to the uncertainties of the period, understaffed
by 31%. Although the struggle to win our second
licence had not distracted us from our duty ¢ run
The National Lottery with complete integrity and
efficiency, we had been obliged to confine ourselves
to the fundamentals. This meant we had becorme
inwarcHooking, risk averse and process driven,

not an ideal combination for a company that needs to
excite, entertzin and understand the national psyche.

My senior team and | tock the viev that we had to do
something. And we did.

Camelot Grouppic
Annual report 2002




Chief Executive’s reviewy
9

Camelot Group plc
Annual report 2002

Camelot’s new vision and logo Winning Ways

Serving the nation's dreams

Realising a vision

In fact, we devoted a considerable amount of time
and energy in the last months of the old licenca ina
massive rethink of our entire business. YWe revisited
everything — our core business objectives, our revenue
streams, our game plan and our service delivery.

Just as important, we stepped back to examine the
Camelot culture as it had developed during the course
of our first seven-year licence. This alsc involved

an analysis of Camelot’s relationships with all of our
stakeholders and a determination of how we had

to change.

Atthe heart of it was our vision. We came to rezlise
that it was no longer enough to aim to be the best
lottery operator in the world. Instead, we needed
to focus on what The National Lottery really does
for individual, local and national aspirations, which
is to make dreams come true. Cur vision becarme
chvious, ‘serving the nation’s dreams through

The National Lottery".

Once we had a vision, the rest of Camelot's culture
change began to fit more easily into place. Camelot
already had its core company values, known
throughout Camelot by the mnemonic FITTER:

Fair play, Integrity, Trust, Teamwaork, Excellence
and Responsibility.

To bring these values to life we also determined five
key behaviours: passion, creativity, ermpowerment,
partnering and ownership. These behaviours are now
integral to all we do in our everyday work.

The final piece of our internal jigsaw came with the
introduction of 2 new logo. In 1993 we chosealogo
which cornmunicated the solidity and backing the
company had. However, we have now moved onand
business priorities have changed. Our new logo reflects
Camelot as a modem and innovative company.

Living the culture

Launching a newv culture is one thing; making itan
intrinsic part of everyday business life is quite another.
Inthis, the tribulations of the licence bidding process
gave us something of a head start. The recruitment
of 300 staff gave us a fresh transfusion of energy and
enthusiasm. This has helped to accelerate Camelot's
culture change in a nurmber of tangible ways.

s

Another important part of Carnelot's culturat change
is a renewed emphasis on our retailers and players.
Players have told us they want to know more about
wheare the money is distributed. However, during
the bidding process for the second licence we were
not allowed to communicate with the bodies that
allocate the money raised by The National Lottery.
With no communication, there could be no co-
operation on promoting the considerable difference
that the £11.3 billicn raised by The National Lottery
had made in funding 107,500 awards throughout
England, Northern Ireland, Scotland and Wales.

As aresult, we were unable to meet the very real
public expeactation — the'r right to know where their
lottery money is going and furthermnore to be able

to judge the impact of iottery funding and the
difference it makes.

To correct this, as soon as the bidding process was
finished, we began to collaborate with the distributing
bedies on planning a £3.2 milllion campaign to create
greater public awareness of the impact of National
Lottery funding. Using the strapline "You played, the
nation won', the carmpaign consisted of a 60-second
televisicn commercial, comprising of a number of
lottery beneficiaries all thanking the nation for the
menies received. We have included one of those
beneficiaries, the Angel of the North, on the front
cover of this report. The carmpaign also included four-
page pullauts in 69 regional newspapers, stakehelder
receptions, weabsite activity and point-of-sale material
for all 36,000 retailers highlighting local projects in
their own areas as well as the amount each indivicua
retailer had raised for Good Causes.

This campeign marked the start of a co-ordinated
effort with Camelot's lottery partrers to ensure the
public has greater access to information about where
and how lottery money is spent. The campaign was
a success and we are now working to ensure a 52-
week a yaar plan to communicate the enormous
impact of National Lottery funding. Equally important
is the growing willingness of the distribution bodies
to share in this responsibility.
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Implementation & investment

Having won the second licence, we spent much

of the year at Camelot preparing for its implementation.
One of the key tasks we faced was the installaticn of
25,000 new replacement lottery terminals throughout
the UK. We began work on this in August 2001.

The deadline set by the National Lottery Commission
was 27 January 2002, with potential fines of £5 million
for every day they were delayed. To put the task

in perspective, when we set up The National Lottery
in 1994, we had six months tc install a mere

10,000 terminals.

Nevertheless, we got the job done — on time and
within budget — despite delays caused when many
terminals and components were snared in the
shipping backlog that resulted after the tragedies
of September 11. To catch up, cur IT team had to
carry out their work in remote areas during sorme
of the worst of the winter weather, and even
rnanaged to install 6C terminals on Boxing Day.

Unfortunately, there was no time to celebrate
this achievement, since we were simultaneously
working on the switchover tc a major new {T
system. This was 10 be the largest conversion

of its kind in the lottery world. Again, the team
delivered this massive project on time, within
budget and with no disrupticn to the Naticnal
Lottery network as the new AlphaServer
platforms tock over from the old VAX system.

Together, these projects not only expand and
accelerate our transaction capabilities, but also
position Camelot ta cope with future Naticnal
Lottery offerings. The projects involved a capital
investment of £73 million.

Given the nature of our business, such investment
in technology is essential. The same could be said
for the attention and care we pay to every aspect
of cur corporate sccial responsibility. Itis core to
our business.

estment in terminals andIT
P S
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Doing business responsibly

Therefore, | am delighted to repert significant
recognition for our efforts in this field. During the
past year Camelot has received commendations

for social reporting from ACCAY AccountAbility and

a citation for best practice from the Departrnent of
Trade & Industry. More recently, the Echo Research
Group has named Camelot among the world's top
companies for our commitment to corporate social
responsibility and the standard of our social reporting.

All of this shows just how far Camelot has come
in adopting and embedding the highest principles
of comerate social responsibility. We still face
enormous challenges, but the disciplines we have
leamed from active consuitation with our
stakeholders and annual reporting of our progress
against their legitirmate expectations are a vital part
of creating a winning business.

By publishing cur performance against a range

of social, fiscal and environmental measures each
year, we bring a shamp focus on actual business
performance. Of course, cur ultimate goal remains
the maximising of sales in a sccially responsible
way on behalf of the Good Causes.

Camelot's acute sense of sovial responsibility
manifests itself in a number of ways. This includes:

- a game design protecel that provides a framewark
for measuring the potential risk of National Lottery
games to vulnerable groups

—a community volunteer programme that
encourages employees to become involved
in the local community

—our Qyster Awards scheme to recognise and
reward those who have taken constructive
action about something they feel strongly about

—Operaticn Child — 10,000 test purchase visits
2 year to ensure retailers don't sell lottery products
tounder 16s

—the setting up of 100 reading clubs with Ecucation
Extra, to help children in the transition to secondary
school

- Parental awareness campaign to make information
available to parents on underage gambling

- the re-launch of the Camelot Foundation.

Asummary of our latest social report can be found
in this document on pages 20 to 33.



Chief Executive’s review Employee community involvement
11 [ SOV B 8T
R RIS
fardeisiig
Camelot Group plc

Annual report 2002



Chief Executive's review
12

Camelot Groupplc
Annual report 2002

don’t live a little.

live d

New playzone

Tackling transformation

| began by saying that Camelot had ended the
year transfomned. So where is this transformation
taking us?

It has already resulted this ronth in the re-launch
of The Nationa! Lottery. The re-launch is about
injecting fun and entertainment into The National
Lottery at point of purchase, in the home and in
the way people play the games.

The National Lottery is now an overreaching pargnt
brand linking an entire game portfolio that includes
Instants and Thunderball, as well Lotto and Lotto Extra.

We are investing £72 million in a robust, yearlong
marketing campaign to promote this new-look
National Lottery. The first part of this campaign
included:

- a series of television cormmercials starring
cormedian Billy Connolly

- one of the UK's largest ever poster canpaigns,
with over 4,000 48-sheet and 96-sheet sites
around Britain for a fortnight

- one of the Royal Mail's biggest ever mailshots —
reaching 82% of all UK residences — consisting
of sample play sfips and special draw information.

Our redaunch plans are about increasing sales

and revenues for Good Causes over the long
term, through slow steady growth. We are also
determined to become more relevant tc our
players’ lives and responsive o their requirements.

In June, for example, to mark the Queen'’s Gelden
Jubilee, we will add to the exciternent with

a £10 million bonus drawv. And in July we will launch
anew game, Lotto HotPicks, that meets our players’
desires to have the opportunity to win bigger prizes
for picking and matching fewer numbers.

These developments, an important cutcome of our
transformation, are the result of in-depth research
and detailed strategic planning. We've taken our
time, listened to our players and responded.



Chief Executive’s review
13

Camelot Group plc
Annual report 2002

Sponsorship

The result: stronger and more relevant products
hacked by considerable investrment that over time will
see growth return 1o sales across the game portfolio.

We have followed a similar strategy in reassessing
our relationship with our network of 36,000 retailers.
They have a huge role to play in the success of the
lottery. As with our players we have taken time

to listen to our retailers and, together, we have
developed an exciting new retall environment.

Visible improvenments include new interior and
exterior signage, playzones, Instants dispensers
and unigue digitakmedia communication screens.
We expect to invest around £14 million over the
next two years on impraving our retaif environment.

Less visible, but equally important, is our work behind
the scenes to optimise the performance of our retailer
network. Cur ‘Ask for the Sale’ training programime,
forinstance, will help some 9,000 retallers per year

1o develop their business skills in fun, informal and
highly interactive sessions. At the sarme time they are
reinforcing their engagement with The National Lottery.

Another programme is specifically aimed at enhancing
the performance of those retailers selling less than
£1,500 per weaek of lottery products. They will benefit
frorm a full support package to help thern achieve this
level. However, if after a reasonable period a retailer
cannot make that target we will reallocate the terminal
as part of Camelot's duty to maximise sales and,
therefore, returns to Good Causes.

Investment for 2002/03

K FE

Rising to challenges

{n our winning bid for the second licence we were
at pains to point out that The National Lottery is
cperating in an increasingly tough environment.

In twio years, gaming regulations in the United
Kingdom will have changed dramatically. in Octeber,
Camelot submitted a detalled 200-page response

to the Government’s Gambling Review, focusing
onthose measures — scciety lotteries, side-betting
and higher prizes for bingo ~-which could seriously
undermine our ability to raise money for Good Causes.

Encouragingly, the Department for Culture, Media
and Sport took on board our coherent and robust
analysis. Nevertheless, gambling deregulation will
inevitably have an impact on our business. Our task
at Camelot is to manage that impact.

At the same time, we have to be poised 1o make
maximurm use of any changes in broadeasting
regulations or developments in the digital revelution
that could grow our sales. We are already on target
for Internet scratch card play at the start of next year,
with the full range of National Lottery games also
due on the Internet in 2003,

Locking ahead there is no doubt Camelot faces
big challenges in its goal o maximise sales.

| am confident we can meet those challenges
and together with our partners in The National
Lottery ensure the second licence can be as
successful as the first.

! take pride and draw confidence from the fact that
in our short history Camelot employess have shown
a collective will to rise to challenges and thrive on
change. Our aim to ‘serve the nation's dreams
through The Nationat Lottery" and to grow salesin

a socially responsible way is vital to the realisation

of those dreams.

é‘)'a/wa Thormpeon

Dianne Thompson
Chded Breoutive

21 May 2002
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Eleven billion

The National Lottery Good Causes

Whilst we recognise that people play The Naticnal
Lottery to win and make their personal dreams

come trug, it can also be said that the nation wing
every time somebody plays. For every pound spent
on The National Lottery, 28p s given for the benefit

of communities across the whole of the UK.

With thousands of good cause aweards being made
by the distributing bodies every year there are millions
of other winners whose drearns have becerme reality.
This year, for example, we must all remember the
British Warnen's Curling team who kept us up inte
the early hours to watch them scoop the gold medal
in an exciting final at the Salt Lake City Winter
Otyrnpics. The team had received lottery funding
through spartscotiand's Talented Athlete Programme.

The National Lottery is about the betterment of the
nation and rmany large-scale city developments will
act as catalysts for further regeneration, The Deep,
the world’s first submarium, in Bull, joins the
Gateshead Millenniurn Bridge and The Falkirk Wheel
as some of the many lasting testaments which rmark
the turn of the Milennium. Although these are the
sort of projects which capture the headlines itis
important to note that 83% of awards made during
this year were for sums below £100,000. These
smaller projects, like Pocle Shopmobility which,

with a grant of £51,887 from the Cornmunity Fund

to purchase 20 purpese-ouilt wheelchairs, has enabled
disabled people and visitors to spend time on the
heach and to have access to the sea. Whillst not high
profile it has had a huge impact on the local community.

Public right to kmow

Up until now The National Lottery story that has
captured the nation’s imagination has tended to

be that of Jackpot winners. However, it must be
remembered that this is only one aspect of the

lottery and in many ways the Good Causas story
remains the greatest story never told. A recent survey
revealed that only 34% of respendents felt that

‘'my local area’ benefits frorm monies raised by the
National Lottery despite the fact that some 21,164
awards were made this year alone. The East Belfast
Community Health Information Project, for example,
secured a grant of £884,188 to develop a network of
local health workers providing vital information ona
range of issues, including men’s and wiomen's health,
mental health and drugs and alcchol awareness.

sfor Good Causes

% #

Awvards this year total more than £1billion with

the average size of an award being £50,000.

More than half of all awards were for less than
£5,000. As the National Lottery matures, mesting
the public’s right to know where this money has
been spent is becoming increasingly impartant.
We believe there is a duty of accountability on the
part of all lottery partrers to both players and the
non-playing public, which is why we instigated a
£3.2 million campaign this year, in conjunction with
the distributing bodies, to raise awareness of good
cause spend. We are committed, in partnership
with the distributing bodies, to continue this work.

Camelot's commitment

As & company we are committed to raising the
rmaximum amount of money for the Good Causes

in an efficient and socially responsible way. This forms
the first of our six business objectives, which is then
cascaded te become part of every member of steff's
perscnal objectives. This commitment is further
ermbedded through our annual benus scheme,
where & target for Good Causes is a constituent

as well as the largest part of the bonus.

By the end of our first iicence in Septernber 2001
we had raised £10.6 billion for the Good Causes,
exceeding our target by sorne £1.6 billion. By 31
March 2002 that sum had risen to £11.3 billion and
had been distributed through more than 107,500
awards, for the benefit of charities, sport, heritage,
arts, millennium projects and health, education and
the environment. In terms of the second ficence we
are confident that we can exceed the expectations
of our regulator by raising more than the £10.6 billion
we did in the first licence period.
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Making dreams
come true through
The National Lottery

Our new vision 'serving the nation’s dreams through
The National Lottery’, while reprasenting the collective
betterment created by The National Lottery for
communities across the UK, is also about fulfilling
individuals’ dreams through winning life-changing
amounts of money.

Every week milions of people win on The National
Lottery, from £1 on an Instants scratchcard to a sum
which changes their lives forever. Since the iottery
was launched we have paid cut over £17.6 billion

in prizes, creating over 1,322 jackpet millionaires.

New lottery winners

Again this year The National Lottery has continued
te transform fives through creating an amazing 205
milliongires, paying out a total of £2 4 billion in prizes.

We saw the creation of the largest ever sole publicity
winner when Tom Naylor scooped over £15.5 million
on Lottc Extra last November. Since his win, Tom
and his wife Rita have given away over £4 million to
family and friends. Tom was just one of 716 jackpot
winners this year who were paid out a staggering
£520 millien.

Butitis not just about individual winners, as this
year saw 71 syndicates winning the jackpot.

These included a 35-strong syndicate of employees
from the Rookery Medical Centre in Newmarket,
Suffolk who won just over £2 million in December.
The syndicate, who had been choosing the same
numbers for Lotto since it started said, at the time
of theirwin, that they would continue to work.

David Lynch was so amazed when he won £1 million
on Instants Millionaire in Novernber that he had to ask
the shop manager to check his ticket. Since his win,
David and his partner Yvonne Julian have donated a
sum to their Jocal branch of the animal charity PDSA
to buy vital x-ray equipment.

Enjoying their wins

Winning that life-changing sum of money gives
lottery winners the opportunity tc rezlise those
life-long dreams. For Mick Maplesden, who

scooped just over £4 million in December 1997,
becaming Chainman of Hastings Town Football

Club was a dream come true, while Marjorie Longdin
has travelled to some of the world's most far-flung
corners following her win of £856,648in 1998.

The lottery allows people to fulfil not only their own
dreams but to also help farily and friends, as well
as doing valuable charity work. Since his £7.6 million
win in January 2000 Ray Wragg, with his wife Barbara
have given away over £5.6 million to friends, family
and charities. In July this year he raised over £4,000
for the Western Park Hospital Cancer Appeal by
abseiling 300 feet down the side of Hallamshire
Hospital in Sheffield. For the second year running,
the couple took 240 children from their local school
to see Toy Story on Ice in Londen.

Camelot's support for winners

Winning the lettery does change lives forever so the
service and support we provide to winners is critical.
Qur specialist team of winners' advisers look after
alt rnajorwinners following their initial contact with
The National Lottery Line and this on-going contact
and support is maintained for as long as reguired.
Maijor winners are also offered impartial advice
through a specialist panel which consists of an
independent lawyer and financial adviser.

However, it is not just major winners we support as
everyene winning over £10,000 receives a Winners'
Information Pack, which includes a wide range of
information such as how to contact an independent
financial adviser.

Winning the lottery places pecple in an exclusive
club and winners enjoy opportunities to share their
experiences with others. This year saw the third
winners’ party, where publicity winners were the
stars of the show at a glittering event at Pinewood
Studiios. it also saw the publication of our first ever
winner's newsletter ‘Lottery Life’, where publicity
winners ¢an catch up with each other's exploits,
whether it's an appearance on Ready, Steady, Cook
or news of an exotic holiday destination.
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Camelot’'s new
executive team
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1Dianne Thompson
{V !‘i of Bu 51

Dianne became Chief Executive

on Camelot being awarded the
second licence in December 2000
Prior to this, she was Commercial
Operations Director, where she was
responsible for all aspects of player
and retaller services.

The first fernale Executive Director
tojoin the Carmelet board, Dianng
was named Veuve Clicquot ‘Business
Woman of the Year 2000." She was

also voted "Marketeer of the Year 2001°

by The Marketing Scciety. Dianne is
amember of the council of the
Advertising Standards Authority (ASA)
and is also a non-executive director of
Lex Services plc. She is also currently
President of the Chartered Institute
of Marksting.

2 David Clark

Sesary Chief T

As Deputy Chief Executlve David
oversees Camelot's corporate
strategy and international relations.
He joined Camelotin 1994 as Lottery
Operations Cirector following his
waork on the bid for the initial lottery
licence and was appeinted to the
board shortly afterwards.

Pricr to Camelot he was Chairman
and President of the Quebec Lottery
in Carada and Secretary General of
the International Association of State
Lotteries (AILE). David has a total of
30 years experience in lottery
management, internaticnal business
management and consumer products
marketing Before entering the lottery
industry he worked in sales and
marketing with Colgate Palmolive
International.

3 Tony Jones
“1

As Operatlons D\rector Tonyis
responsible for IT, security, finance,
projects, legal affairs, purchasing

and facilities. He joined Camelot as
Finance Cirector in.January 1999 and
in December 2000 he was appeinted
tothe Board.

Prior to Camelot, Tony was Interim
Group Finance Director at Marstons
ple, which he joined in 1998 from
Sears plc. While at Sears he was
Divisional Finance Director, firstly at
Sears Sports Leisurewear and then
Sears Retail Services. Tony qualified
a5 a chartered accountant with Price
Waterhouse in 1983.

4 Sue Slipman OBE

Ralations and

e Drgctor

Sue is responsible for all externat
relationships and communication,

as well as liaison with the National
Lottery Commissicn, She joined
Camelot in 1998 as Director of Social
Responsibility and was appeinted to
the Boardin 2000.

Prior to joining Camelot Sue held
several public appointments in the
fields of family policy, consurmer rights
and economic regeneration. Sue has
served as a member of the Better
Regulation Taskforce, an independent
body that advises the government
onregulation. She is currently Chair

of the Comorate Responsibility Group,
and has also held a non-executive
directorship at Thames Water since
the beginning of 2002,

5 Phil Smith

Doanrneraiad {iracior

Phil Srmith joined Camelot’s Board

in January 2002 as Commercial
Director. His responsibilities range
from overseeing players and the
36,000 retaller estate, as wel as
consumer research, sales, marketing
and new game development.

He was previously Deputy Managing
Director of Improveline, an onling
home improverments business.
Before this, Phil was Chief Operating
Officer for Searchlight Systems,

an Internet Games Developer.

From 1996 to 1999, he was part of
the board of Kwik Save plg, first as
Group Marketing Director and then
as Trading Directer. He fater became
Marketing Director following Kwik
Save's merger with Somerfield plc.




| imperatives that drive us, we irico porate/
social responszbnhtymto evervthmg\tge do.

tCameIot we group society into elght
Kstakeholders )

- Supptiers
- Pressure Groups
; —Envitonment
—Retailers -Shareholders
We listen to and learn from these groups
through a variety of ways. The most effective
of these is, in theory, the sifnplest: direct -
engagement. At Camelot, however, that means
. aregular, time-tabled programme encompassing
=, communication, discussion and consultation.
_ Tocast the nat even wider, we are cuimently
waorking on producing remote stakeholder
+ consultation through ou; websrce

Effective stakeholder engagement whether

*. . through meetings, publications, focus groups

~ or events such as seminars and conferences -
~ provides the basis forbuilding Camelots
. social policies. ;

Three permanent consultatlve and adwsory
bodies praya major role in developmg
Camelot pohcy

—-The Advisory Panel for Sacial Responsibility,
chaired by a non-executive director, consists

. of individuals with professionat expertise in
stakeholder concerns. Each member focuses
7:Hn the concerns ofa Pamcular stakeholder
group. Tog?;?er, the panel reviews and signs
off the way we prpdqce Camelot’s social report.
The pane! also advises on strategies for
contmuous amprcvement

The StaffConsuItauve Forlam (SCP)is made up
of 23 represemtatives elected from throughout
Camelot, The SCF elects its own chair and meets
monthly to discuss all major staff poligies.

—The Retailer Forum represents all 36, 000
National Lottery retaiter outlets across
the four nations and all the retail sectors,
The group mieets quarterly under a joint
chairmanship arrangement. ’

"The following pages provide an overview of

Camelot’s Social Report for 2001/02. Each section
focuses on a stakeholder group, starts with the
model for success for that group, highlights
progress against our key commitments from last
year and captures the issues arising from
dialogue. 2001/2 is the first time we have
reported our social impact over afiscal year and
figures quoted for 2000 are for the calendar year.
The report is available in full on
www.camelotgroup.co.uk/socialreport2002.

We produced this document in accordance
with the AA 1000 standard, covering
constltation, verification and reporting as
away of demgnstrating that we are tying
social and ethical issues into Camelot's
strategic management and operations.

Our independent verifier for the 2001,"2002 report
is the Ashridge Centre for Business and Society.
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Camelot wants to raise the maximum amount for Good Causes

in a socially responsible way. In this drive for excellence in all we
do, we want to be trusted by the public who can be confident that
we discharge our responsibilities to all our stakeholders and take
the protection of the public seriously. We want to develop a high
degree of confidence in the integrity of The National Lottery under
our operation. We also want the pubfic to understand the role and
responsibilities of Camelot within The Nationat Lottery and to
understand the way we do business as a compary.

Adutts trusting Camelotto run
the National Lottery
(%}

February 2001 snapshot

200112

Breakdown of £1 for second
ficence period
{%)

-l

41

a8

&7

Progress against last year's commitments
Where does all the money go?

More than anything else the public wants to know
how lottery money is spent. And Camelot wants to
tellthern, stressing that we ourselves have no role
whatsoever in the distribution process.

We embarked on a major national and local
promoticnal campaign. This provided & welcome
platform — on television, radio and in the press —

for the beneficiaries to thank players themselves.
With the co-operation of our retailer network we also
relayed information gbout local lottery beneficiaries.

We did all this in close consultation with Camelot’s
partners in the distribution bodies.

Good Causes

Camelot raised more than £10.6 billion for Good
Causes by the end of the first licence period.
This was £1.6 billion moere than initial projections.

We raised an additional £501.8 million during the
interim licence period from 1 October 2001 to 26
January 2002.

Taking it to heart
® Prizes 50 A trustworthy organisation is one that takes
® Good Causes 28 cormplaints to heart and acts onthem, To do that,
% Lottery duty 12 we had to define a clear objective and methad for
. Retallers 5 Camelot's complaints service and have this agreed
@ Operatingcosts 45 by the National Lottery Commission.

& Camelot profit 0.5

Note: Based cn Camelot's
figures as detailed in their bid for
the second licence.

Carmelot Grouppic
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In 2001 we established a steering group te review
the complaints pracess for both public and retailers
arxd examine best practices in other regulated
inctustries. The result: a new process identifying
the best individual to manage a complaint through
to satisfactory completion. Every guarter, Camelot
senior management examines any complaints to
ensure that wider lessons are learned.

‘They could inform the public
a lot better than what they are
doing now’

Cnte from msmiver of pubilis

When less is more

There is a limit to how much small printthe

public wants 1o wade through when playing
The National Lottery. But some information
at retail cutlets is essential.

Working with the Nationa! Lottery Commissicn

we managed to reduce the ameunt of mandatery
information retained at retail cutiets while ensuring
that essential information needs are still mst. Onge
we implement this change in Auturmn 2002, players
will gain from greater clarity of mformation and the
erwvironment will benefit from saved paper rescurces
and reduced waste.

The public spoke; Camelot fistened

To find out what the public was thinking about
Camelot, The Naticnal Lottery and how we conduct
our business, we commissioned Opinion Leader
Research, an independent agency, to conduct a
listening campaign on cur behaif. This involved in-
depth interviews and focus group discussions with
78 people of varying ages and backgrounds. During
the course of our seeking their opinions in a variety
of ways, four key issues arose:

Profits and pay

Scepticism about profits and pay at Camelot
continues. Public perception remains that our profits
and directors’ remuneration are substantially higher
than reality,

Camelot reduced directors’ pay and total
remuneration packages following our first social
report in 1999. As part of our bid for the second
licence, we halved our profits from 1% of sales
10 0.5% of sales.
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Network availability to selt tickets
{%a)

99.9
99.9
995

NLC target

Winnet overall satisfaction

with service offered

{Scale of 1= termible o 7 = excellent)

2000

I

20012

S&‘ﬁ&”@ogoal o irly 62

NLC target

Complaints received

SRR 15,714

2000

I oo

2001/2

MNote: The increase in complaints this
year may reflect that the service is better
known and more accessible t© players.
In addition, more complaints were
received by email.

Camelot Group pic
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Distribution of funds

The public continues to credit or, in some cases
blame Camelot far the distribution of National

Lottery funds, rather than the 16 distribution bodies.
This goes along with a very low awarenass of the
numbers and nature of benefiting organisations and
projects. The public’s right to know where its money
is being spent is now the single most important issue.
To address it we worked with the distribution bodies
on a major national and local advertising and promoticnal
campaign, Running in April 2002, its therme was a
personal ‘thank you” to players from the people who
benefited from the Good Causes the lottery funds.

Camelotis also continuing to press for a clear,
cernmon branding for all projects funded by
The National Lottery.

Size of jackpots

The public wants to see some capping of jackpot
amounts, but in fact, the average Lotto jackpot prize
is £641,410. This figure takes into account the rany
jackpots that are awarded to multiple winners.

Responding tc the public’s desire to win more money
for picking and matching fewer numbers, this summer
Camelot is launching a new game, Lotto HotPicks.
This offers players the cpportunity 1o win bigger
prizes for picking and matching fewer numbers,

‘When | do the Lottery | have a line
and the girls pick a line... | wouldn't
seethat as gambling, | see that as
joining them in with the family’
Cipsere frony enmrebey of pubiin

Responsible play

Although the public doesn't regard The National
Lottery as serious gambling, Camelot has a sericus
commitment to promoting responsible playing.

Much of our efforts in this area are focused on
underage play, an issue in which the public sees
2 need for strong commitment from retailers as
well, At Camelot we feel joint responsibility is the
best approach to the problem.

Operation Child makes use of young-ooking (though
adult) people who try and buy lottery praducts from
retailers in order to test how well retailers follow the
rules designed to protect underage would-be players.
This year, Operation Child will conduct some 10,000
visits, covering just under one third of The National
Lottery’s retailer network.

More difficult to address in terms of underage
gambling 's when parents and other aduits participate
in The National Lottery on children’s behalf. Although
parenial concern over this is low, Camelot made

a commitment to The National Lottery Commission
10 address the prcblem.

We developed a campaign in consultation with a
number of expart organisaticns including Gamcare
and Parentline Plus. Launched in March 2002,

the campaign included a parental awareness leaflet
designed to be infermative without preaching,
providing practical advice on dealing with all forms
of underage gambling.
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We need to recruit and retain a diverse range of skilled people

at every level of the business. We want employees to feel valued
hy the Company, highly motivated and worthy of stakeholdess’
trust to deliver on our commitments. Camelot people should
aspire to excellence in everything they do. We want employees
to feel supported by directors and managers. At the same time,
thay should respect their colleagues and work positively in
teams. Staff can expect equal opportunities for progression

and development and their jobs should enable them to balance

work with life demands.

Staff agreeing Cametotis one of the
hest or above average places to worl
(%)

I

el +75
Target is more than 75%
Attrition rate
%)
147
19.4
200142
B -18

Target less than 15% pa

Mote: The 31% understatfing detailed in
the Chief Executive’s statement refers to
gttrition over 2000 and 2001 as wellasan
increase in staff through the transfer of
staff from GTECH UK, establishingan
inhouse sales force and the recruitment
of anew Interactive team,

Camelot Grouppic
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Progress against last year's commitments
Winning Ways

A new vision, new goals and nev behaviours call for
massive cultural change. At Camelct the umbrella
programme to implement all this is VWinning Ways.
Using feedback and personal development, Winning
Ways encourages individuals to adopt the new
Carmelot culture to help us achieve our gcals and
vision. To date, we have held two company
conferences and a series of one-day workshops for
everyone in the Cormpany. In addition, managers and
directors attended a leadership programme involving
360-degree feedback and measuring performance
according to the designated new behaviours.

Consulting staff

Camelot established the Staff Consultative Forum
in 1999 to consult employees on & wide range

of subjects.

The Forumn, consisting of 23 elected representatives
from all functionat areas of the business, meets every
rmonth. Regular presence of a Director ensures that
feedback from each meeting is raised with the
executive team. Qver the course of the year the
Forum made its views known on a number of key
issues, including input into the significant changes
made to Camelot’s reward structure.

Determining reward

Camelot's interim social report for 2000 indicated that
staff were concemed about 3 lack of transparency in
the Company's reward structure. They were unclear
howv their pay was determined or what they could do
toinfluence their salaries.

To rectify that situation we worked with employees
to devise a new set of reward principles, with
commitrments that our systems will:

- be transparent and consistently applied

- provide a clear link between pay and performance

- encourage and recognise high performance

— be clearly aligned with Camelot's values and
business strategy.

‘Even us talking about the Winning
Start now puts a smile on our faces,
a sense of excitement’

Drowste frovs arployae

Using these principles as cur guide, we setup

a team to develop a way of classifying different
roles within the Company, assigning each to ane
of a number of bands. We then priced these roles
against the external market, using an independent
remuneraticn consultancy.

We next wrote to everyone at Camelot detailing
what impact the study would have on them,

We addressed concerns about transparency by
detailing all benefits applying to every reward band
{including directors} in the Staff Reward Handbcok.

Allof this is part of an ongoing commitment,
with further progress taking place in the next
reporting cycle.

Career succession planning

While we have in place career succession planning
for our senior managers we have not yet rolled this
out company-wide. Development of a framework
for this is undenway.

Sticking to the code

Extensive internal consuitation resulted in the
production of a Camelot Code of Conduct in
Decernber 2001,

Approved by the National Lottery Commission,
the Code is meant to pravide everyone at Camelot
—and other key stakeholders — with an overview
of our policies and the Company’s approach to
doing business.

Following a review of the Code in March 2002, it now
forms part of the induction pack for everyone who
joins Carmelot,

A life of equilibrium

Camnelot launched a new work life programmea in
March 2C02. Lifeworks provides employees with

a one-stop shop for advice and information on issues
that have an impact on every aspect of their lives.
This includes help on finances, legal issues,
education, parenting, health and overall wel-being.
The programime guarantees complete confidentiality.

We are now in the process of monitoring how well
|ifeworks is meeting the needs of Camelot employees.
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Number of training days per employee

M

200142

25
Benchmark national average
& i 3
Tamget of 3 days
Ethnic composition of workforce
(%)
I
Camelot [Staff at Watford office)

99

Watford residents

Carmelot Group plc
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Listening to the front line

Three primary issues have emerged from
consultation with employees. This consultation
took the form of a brief survey sent to all staff in
February 2002 and alsc included employee focus
groups encompassing people at regional sites,
the Watford office and representatives of the
Staff Consuitative Forum,

Benchmarking and grading review

While employees generally welcomed hearing
about the new approach te benchmarking,
confusion remains about how individual roles
were benchmarked 1o appropriste jobs in the
extemal market.

Many employees criticised the length of time
between the initial presentations on benchmarking
and receipt of their own letters,

We putin place an appeals process, taken up by
ane percent of employees, for those who felt the
benchmarking process had been mistaken in their
case. Some employees felt that the one-month
appeals period was too short. Some also objected
to the necessity of appealing to their director rather
than their line manager who might have had a better
understanding of individual roles and respensibilities.

T'm looking for leadership and
role maodels’

Chante o amployes

Culture change

To determine the sucoess of the Winning Ways
progranime, Camelot commissioned an independent
audit from Business Hertfordshire. This involved
interviewing 93 managers and employess at four
different Company sites,

Qverall, employees welcomed the Winning Ways
programme, finding it positive, enicyable and well
organised. That being said, there were questions
about how the business would manage to fostera
learning environment and sustain overall enthusiasm
to the levels generated during the programme.

Boundaries remain

Staff feel that effective cross-functional working

at Camelot still remains a goal to be attained rather
than a common practice.

Employees have been forthcoming with suggestions
on how to motivate staff to wark more inclusively
with other tearms. We welcome these suggestions
and will consider them in the next reporting cycle.



Social reporting
26

We see our retailers as key partners in striving for excellence in
everything we do for The National Lottery, We want to be trusted
to provide retailers with the information, support and guidance
they need from receiving an application from themn through to

a pro-active support role. Retailers play a key rola in ensuring
Camelot delivers on our commitments to stakeholders -
particularly to players, winners and pressure groups, We include
our retailers in our value of fair play, aiming to offer mutual support
and involving them in the development of ali our policies of
relevance to them as a group through our Retailer Forum.

Distribution of outlets between
multiples and independents
Snapshot 31.03.02 (%)

® Independent 66.4
® Multiple 33.6

Overall retailer satisfaction
{Scaleof 1--7)

57

56
oy
fii 58
Target
(Survey not carried out in 2000}
Networl availability to sell tickets
(%)
99.9
99.9
99.5
NLC target
Camelot Group pic
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Progress against last year's commitments
Aiming for a fair spread

Independent ratailers (including sub post offices)
cormprise the majority of outlets for the National
Lottery, with multiples providing the balance.
Retaining a fair balance between these types of
outlets remains our objective for the second licence.
Camelot remains committed to the independent
sector because of the service and enthusiasm

it provides and the access it offers our players.
Any variation in this split would only be in line
with a national retail trend during the course of
the licence period.

in locking for new outlets our primary focus must

be the maximisation of returns to Good Causes.
However, Carnelot is committed to implementing
this pelicy in a secially responsible way. This includes
acommitment to increasing and preserving access
to The Naticnal Lottery for poorly served and remote
communities through the designation of up to 1,000
Community Outlets.

‘Personally happy for {sales) targets
to be publicised but criteria needs
to be open’

Chairbe fraseny raailer

Maximising retums for Good Causes

In 2002 Camelot launched a programme to maximise
sales and therefore retums to Good Causes.

As part of this programme we began a review of

our retailer estate in light of changing demographics
and high street trends. Following this, we initiated

a sales imprevement programime aimed at enhancing
the performance of those retailers selling less than
1,500 par week of lottery products. The 1,000
specially-designated Community Outlets are exempt
from these requirements.

Retailers below this level of performance receive
a full support package to boost their sales to the
required level. If, despite this effort, insufficient
progress is made, Camnelot will be obliged to
reallocate terrminals to maximise sales and retums
to Good Causes,

We developed this sales improvement programme
over a period of 11 months in full consultation with
Camelot’s Retailer Forum. The National Lottery
Commission, the Neighbourhood Lottery Alliance
and the Office of Fair Trading were also involved in
the process.
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Calls to retailer hotline answered
in 20 seconds
(%)

853
2000
| 76.1
20012

80

NLC target
Complaints fromretailers
[ 60
2000 (Wiritten only}
[ | a3
200172 (Written)
| 257
200172 (Verbal)

Note: Verbal complaints are now logged
as well as written.

Retailers agreeing that they have
a good rapport and Camelot is
always responsive to their needs
(%)

I

Online terminal

I 30

Instants cnly

Carmelot Group plc
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Spreading the good news

Camelot has been working closely with retailers,
distribution bodies and the Departrent for Culture,
Media and Sport to communicate the impact of
The National Lottery in retailers’ local areas.

Efforts centred on a three~wesk good cause
awareness campaign that we launched in Aprit 2002
This put the spotlight on the amounts raised by
retaflers for Good Causes. Specificaliy-tailored posters
for each retailer highlighted five projects funded by
The National Lottery in the: local area. Each retaller
alse recelved a certificate detailing how much the
individual outlet had raised for Good Causes.

The efusive bottom line

So far, Camelot has been unable to find any sources
of published or readily available data to quantify

the economic impact, over and above the sales of
National Lottery preducts, to a retailer of hosting The
National Lottery. Nevertheless, anecdotal evidence
suggests that it clearly has a beneficial impact on
footfall and sales of other products, particularly for
independent retailers in the convenience sector.

For our next report we are now approaching
representative retailers to try to gaina more
precise understanding of the economic impact
of The National Lottery on their business.

‘¥'m going to get the message
about the Good Causes across
tomy customers’

hcss T vatnlay

Retailers’ response

The Retailer Forumi is Camelot’s primary vehicle

for consulting the people who are selling National
Lottery products directly to the consumer.

It accurately reflects the national, ethnic and sector
mix of our retailers. Members are nominated through
trades associations and serve in an individual capacity.

The Retailer Forum's objectives are twofold: to
provide strategic information from the company's
perspective and to elicit tactical suggestions and
feedback from the retailer's perspective.

A critical, permanent channel for policy consultation,
the Retailer Forum meets quarterly. Issues arising
from each meeting are dealt with thereafter.

During this reporting pericd the Retailer Forum
discussed several issues. These included the
rollout of new terminals, the Government's
gambling review, community partnerships and

the parental awareness campaign. Not surprisingly,
the sales improvement programme was a major
focus for consultation.
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Working with the community is particularly important for us
hecause we want our staff to understand and empathise with

the potential beneficiaries of the National Lottery Distribution
Fund for which their activity generates money. As a company,
separately from the generation of good cause monies, we

also want to contribute funding, skills and laowledge to find
innovative solutions to combat social disadvantage inpartnership
with the community. We wart our sommunity investment to be
the embodimernt of our values across our four policy priorities:

‘Camelot was clearly one of the
highest corporate donors, but the
general public would not know
about these activities’

Chiote from voluntary organdgation

Camelot

Charity* 2,050,742

Community investment 1,072,197

Commercial initiative
Management costs
Business basics

486,572
183,686

Develaping skills; Opening up Opportunities; Supporting
Communities and Social Responsibility in our Industry.

Pre-tax profit for
community investment
{35}

= 40
2000

I
20012

i 1
BitC PerCent Club

Employee volunteering participation
against total hours avaitahle
1%}

a0

1599

I

20012

{Not reported in 20001
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724,819,550

*Including £2m paid to Camelot Foundation April 61— March 02

Progress against last year's commitments
Helping staff to help others

Camelot is already a leading company in community
investment, but since Geod Causes are what
Camelotis about, we also want to foster an
understanding within the company cuiture of what
lottery funding beneficiaries do in the community.

We produced an employee guide to velunteering and
distributed this widely in April 2001, This was part of
a continuing effort to highlight practical and effective
ways for employees to use the half day per month
the company gives to become more involved in their
local communities.

As an additional incentive, we developed a time-bank
to match the hours given by staff with a contribution
from the Carnelot Foundation. A pilot programme of
Volunteering Advice Stops, run by local Volunteer
Buraaux, Is furthering our staff perticipation efforts.

Flagship programmes

Camelot's enthusiasm for working with the
community is not confined to employees.

The company itself has initiated a number of
flagship programrmes as part of our Community
Invalvernent Policy.

For Education Extra we iaunched a series of 100
Reading Clubs to tackle the issue of children’s loss

of iteracy skills during the transition from primary

to secondary education. The impact was dramatic.
Membership of a reading club resulted in an average
increase of 11 months in reading age over the school
year. Other benefits included enhancad motivation,
better relationships with pesrs and teachers and

a boostin self-confidence.

In sport, Camelot is sponsering Olvmipic gold
medallist rowers James Cracknell and Matthew
Pinsent. This fouryear commitment will enable
Britain's top rowing duo to devote themselves to
fulHime training in their bid to secure gold at the
Olyrrpics in 2004,

To encourage good citizenship in the broadest sense,
Camelot has joined forces with Cornmon Purpose

to support www.citizensconnection.net website.
Following the success of this initiative we launched

the Oyster Awards in February 2002 1o recognise
campaigners throughout the UK who have taken
constructive action to change something about
which they feel strongly.

The Camelot Foundation

The trustees of the Camelot Foundation reviewed

its strategy, priority groups, programmes and staffing
in order to maximise the impact of its grants.

The chjective for 2002-2009 is to suppart work
aimed at bringing marginalised young people into the
mainstream of UK Jife through the Transforming Lives
grants prograrmme. Specifically, the Foundation has
identified four target groups:

—young parents, or those at risk of becoming
young parents

- young asylumn seekers

—yourg people with mental health preblems

—young disabled people.

The prograrmme will involve close liaison with people
throughout the Camelot Group to maximise the:
synergies between the Foundation’s work and the
Company’s wider community involvement activities.

Engaging, fistening, acting

We held a community focus group with eight external
organisations from the charity, voluntary and business
communities. Armang this group there was low
awareness of Camelot's community investrment
activities. Three key suggesticns from the focus
group were 10!

- keep a demographic recerd of employee skill
profites to help the transition from fundraising
to volunteer work

- use volunteering to build networks with other
companies in the area and so improve defivery
on community initiatives

-revamp Camelot’s literature package to express
rore clearly the quality of Camelot’s work,

We will be working on developing these ideas in the
coming year.

Replies to questionnaires sent to our five flagship
programme partners showaead that all partners felt
we had added value to the relationship.
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We see our suppliers as key partners in our striving for excellence
in everything we do and include them in our value of fair play,
aiming to offer mutual support and to build a refationship of

trust, openness, clarity, honesty and problem solving through
discussion. We seek to understand their business needs and offer
support in developing them together with continuity and reliability
through informed contract management. We accept particular
responsibility for suppliers for whom Camelot is a strategic partner
and do not want them to become overreliant upon Camelot,

Total value of invoices paid within

agreed terms
(%)
69
82
;i 80
Target
Suppliers who feel satisfied,
very satisfied or completely satisfied
with retationship with Camelot
{%)
91

2000

I 78

20012

s

Target

80
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Progress against last year's commitments

A matter of policy

As part of our commitment to develop a more
consistent relationship with suppliers Camelot

is in the process of formalising a company-wide,
target-based policy and procedure for purchasing
and tendering.

Having consulted with a representative sample

of suppliers on a first draft of this policy in February
2002, we will publish an updated Camelot Purchasing
& Tendering Policy in June.

Data sensitive

We have created a central database of supplier
contact details. A continual review ensures the
capture of all relevant information. Moreover,

for new suppliers, account managers make certain
that the company understands tumover, financial
stability and capabilities, aswell as the impact that a
refationship with Camelot will have on their business.

Keeping in touch

itis equally important 1o maintain a dislogue with
suppliers net helding contracts with Camelot. To that
end, we surveyed a sample of prospective suppliers
and discovered that the top three preferrad forms of
communication were supplier forums/conferences,
workshops and visits.

In the moenths ahead we will appreach some of
these prospective suppliers to discuss and develop
these ideas.

Economicimpact

Camelot takes care not to engage with suppliers
who would be over reliant on our business. Instead,
we aim to use suppliers for whorm Camelot work
would account for no more than 20% of total
tumover. To assess the extent on which suppliers
might rely on Camelot business, we have produced
a supplier relationship questionnaire that collstes
information on supplier size and percentage of
business attributable to Camelot.

‘It is quite refreshing to do business
with a company that embraces
and encourages thelr suppliers
to be part of a team’

Dot Rom sunnier

Suppliers speak out

Between Decermber 2001 and January 2002

we sent out relationship guestionnaires to a total

of 1,450 suppliers. This asked about contact detafls,
policies and practices, their perceptions of their
relationship with Camelot and preferred channels
of comrmunicaticn. We had 343 responses by the
due date.

Room for improvement

Results show that there is still a need to improve cur
day-to-day relationship with suppliers. We need to
keep suppliers as informed as possible throughout
the tendering process. We also want to share our
values with suppliers and work with them to help
align their own behaviour with our values. Suppliers
have been informed about our values through day to
day contact, contract reviews and in some instances
as part of the tendering process. We will do more
work next year £o ensure suppliers understand our
values and expectations.

Vetting down the line

Tc have a better understanding of cur suppliers’
own policies and procedures regarding their suppliers,
wae asked if they used any vetting or accreditation
schemes or applied visits. Such schemes would be
used to satisfy themselves that there was no
compromising of their policies, practices and values.
Of those who respended, about one third carry out
these practices, compared with just under one
quarter of our suppliers who responded negatively.
This high negative response is cause for concem.

Paying our hills

Another worrying response was about payment
service, Although Camelot pays 82% {in value terms)
of invoices on time, only 64.1% cf suppliers
responding thought that most of theirinvoices

were paid within terms. Our move to an e-payable
purchasing system in 2002 will help towards
improving suppliers’ perceptions, as well as our

own performance.
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We want to be trusted by pressure groups to deliver on our
commitments, to be seen to discharge our responsibifities and

to involve our stakeholders as part of our wider team in developing
policy and strategies. Our policy is actively to promote responsible
playing of The National Lottery. Our approach is to protect, prevent

‘Itis very encouraging to see
s0 much effort being putinte
minimising risk for vulnerable
groups and | hope the work
continues to go well’

Crueste froem oressurs proun

GAMCARE

¥

harm where we can, and support treatment where we cannot.
We are encouraging large numbers of people to buy lottery
products spending relatively small amounts.

Retailers refusing to sell on first
Operation Child visit
{9)

833
86.3
85
NLC target
Cametot’s spend on
prevention strategies
)
384,654
I o o:-

200172

Retailers agreeing that ‘Camelot
make every effort to help and

work with me to solve the problem
of under 16s’

(%)

I 37

Cnline terminals

NN

Instants only
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Progress against last year's commitments
Preventing excessive play

Overall, in the past year Camelot invested £526,984
implernenting our National Lottery Commissicn
approved, publicly available, strategies to pravent
proklem play of The Naticnal Lottery.

Getting the advertising right

By focussing our advertising on specific market
segrments, higher income groups and occasicnal
and infrequent players, we try to ensure that we
are not encouraging the maors vulnerable segments
of society to participate. Also, in terms of targeting
younger players our strategy is aimed at those

18 or above.

In the months ahead we want to ensure that

our adverts do not appear in areas where a high
proportion of the population relies on state income
benefits. We also want to explore the use of
geo-demographic tools for sales analysis.

Tackling underage play

The National Lottery is not child’s play. To prevent
under age sales of National Lottery products we
have formulated a strategy in consultation with
the Naticnal Lottery Commission. There are three
strands tc this strategy:

—deterring people under 16 from attempting to
buy tickets

—raising public awarengss, particularly among adults,
of the dangers of buying any gambling products
for children

- deterring retailers from selling tickets to pecple
under 16.

Working closely with our Retailer Forum, we have
devised Operation Child to test retailers’ adherence
to the procadures in place to prevent underage sales.
Persistent failure o follow these procedures {tested
by & series of visits from young-locking people over
the age of 16) can result in the permanent removal
of the retailer’s lottery termingl. During this fiscal year
one retailer had their terminal removed as a result of
Operation Child.

Keeping the dialogue going

Games using new technology

This year we are developing the system that wil
allow the sale of National Lottery products on the
Intemet, all the white considering the implications
such ease of play might have on vulnersble segments
of society.

To build these considerations in from the start we
consuited Garmneare on the issues of underage and
excessive play. As a result, we have developed an
approach that excludes under 16s from registering to
play. To combat excessive play, our system includes
an option to break play after a certain time, as well as
options for players to set their own limits on spending
levels, games played and length of time played.

A matter of protocol

Camelot's Garme Design Protocol, which took two
years to create, provides a new and comprehensive
framework for measuring the potential risk of National
Lattery games for vuinerable groups. The groups
concemed encompass peopie on low incomes,
children under 16 and these with a potential to
become problem gamblers.

To test our Game Design Pretocol Camelot embarked
on a large-scale survey comparing responses froma
section of the general populaticn with those of people
in the defined vulnerable categories. We also sent
questionnaires to pressure groups and acknowledged
experts in problem gambling who had been invited to
a seminar to discuss the cutcome of cur research.

The seminar confirmed that the Game Design
Protocol is a valuable tool. However, there was no
agreement between various types of stakehclders on
what makes a game risky. Each interest group tends
to analyse this from its own concern perspective.

in the absence of expert consensus, Camelot
continues to define risk by looking at what drives
frequency of play for each of our games as well as
the amount spent per occasion of play.
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Environment: Camelot is not a major poliuter, but we are

committed to meeting our responsibilities as a good corporate
citizen. We believe the company has a respeonsibility to minimise
any adverse impact upon the environment and that all employees

@M Sclzweppes

‘Camelot. .. has to tread the fine line
between commercial success and
public good. By all known measures
it does this extraordinarily well’
Guote from sharsholde

in the company have a responsibility to implement this policy.

Shareholders: We want our shareholders to take pride in their
refationship with Camelot. We want them to recognise and

endorse the scope of the Cormpany’s accountabilities and support
the Company’s values, policies and performance.

Total energy use at main Camelot sites
{(kKWh)

6,646,675

2000

I

200172

Note: This increase is likely to be due to
the increased office space and doubling in
size of our main cornputer and data centre.

CO2 produced from energy use
per capita
KO

200172

5,017
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THALES

Environment

Getting started

At Camelot we are at an early stage of looking at our
impact on the envirenment. Although wea feel we
have made some progress in a number of areas there
is still & way 10 go.

A policyin place

We published our environmenital policy in August
2001, when it was widely circulated within the
Company. The policy will be available to a wider
external audience on the new Carmelot website
when it goes live in Summer 2002,

Resource efficiencies

Because we have not yet done a full review of all

our recycling efferts our recycling data is incomplete.
However, there are a number of initiatives underway:

—a clearout foliowing a review of our archive system
yielded 30 tonnes of waste paper, all of which we
re-cycled.

—whenwe launched our new Camelot corporate
identity in March 2002, we re-used and re-cycled all
staticnery bearing the old identity - amounting to
about 60 kgs of paper.

—we have used the refurbishment of our
headquarters in Watford as an opportunity to
implement five out of 10 energy efficiency
recommendations. We expect to make estimated
savings of 72,000 kWh in energy use arxd 18,540
kgCO2 in COz emissions each year.

Inveolving employees

A concern for the envircnment is sormething that all
Camelot employees should share. Future editions

of our intemal publication, TeamTalk, will feature
stories on employees’ environmental impact at work,
athome, and on the move - including specific advice
on transport choices.

Addingitup

We have made a good startin coflecting and reporting
data on Carmelot’s environmental impact. Now we
nead to keep this momentum going and improve

our procedures.

We have reported energy use (in KWWH} for both
electricity and gas, as well as the amount of water
used at main sites under our purchasing control.
Using a DETR calculation we have also worked out
our COz liabilities for the year.

@ Consignia
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Next year's report will feature a new indicator on
business travel. This will capture information on total
husiness travel mileage, mode of transport and COz
calculated per person.

By switching to a new supplier we will have
inforrmation on solid waste produced for the
nextreport.

Future consultation

In accordance with the AAT000 standard we planon
further consuitation with environmenital stakeholders,
including employees and the environmental think
tank group. From this we are confident in getting
good ideas and initiatives far action.

Sharehoiders

Reporting and governance

Camelot has consistently prepared annual financial
statements in accordance with the Companies Act
1986. We continue to meet our objective to praduce
financial staternents within four months of the end
of the financial year.

We believe that we have ensured proper compliance
with accounting standards and that we follow

high standards of corporate governance, including
compliance with the Turnbull Committee on

Intermal Controls.

Committees in place

Throughout the reporting period Camelot had

in place an Audit, Risk & Security Committes,

a Nominations Committee anda Remuneration
Cormmittes. All consist of nor-executive directors.

Board discussions

Good relations rely on effective communications,
particularly with our Board of Directors and
shareholders. To that end we have been determined
to ensure proper and timely reparting to the board
on all issues that require their attention or approval.
During the reporting period we consistently met

this aim,



Four important steps to improved

social responsibility

Reviewing our ideals

For each of our stakeholders we have tried to define
what a successful refationship entails. This definition
must take into account Camelot’s own values as well
as the views of our stakeholders.

To make sure we have it right we have embarked
oh areview process, starting with our employees.
This pilot project had particular emphasis on the
impact of Camelot’s new cornpany behaviours
and culture,

Learning from cur experience with employees we
plan to carry out a review of the success medels for
each stakeholder group during the course of our next
reporting period.

Enhancing engagement

Working in partnership with AccountAbility and other
leading companias, we are exploring ways to further

improve stakeholder engagement and dialogus using
the Intemet.

This will build on our success of using cross-
stakeholder thinking tc handle business issues
more helistically. The process used in developing
our Parental Awareness campaign leaflet is a
prime example.

Camelot Group plc
Annual report 2002

Measuring up

A meaningful context is essentiat for a realistic
assessment of Camelot’s performance as a socially
responsible company. That is why in this reporting
period we have started work with the Ashridge
Cenire for Business and Society on benchrnarking
our indlicators. In the coming period we want to do
more work in this area through cur Winning Company
Group, particularly in exploring additional benchrmarks
and comparing our practice with best practice in
other organisations.

Becoming an integral part of the business

One of Camelot's top prionties is to align our people,
policies and processes in building successful
relationships with stakeholders and partners. In doing
this we must alsc continue to embed the learnings,
actions and processes outiined in our Social Report.
The conduit for this will be Camelot's Winning
Cormnpany Group and the continuing implementation
of our Winning Ways culture change.
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Assurance statement

A tearn from the Ashridge Centre for Business
and Society caried cut the verification process

of Camelot’s full social and environmental repert.
In its assessment, Ashridge made extensive use
of the AAT000S Assurance Standard. This process
comprised four major tasks:

—ensuring the stakeholder consultation processes
aflowed a comprehensive and objective
assessment of the interests and concerms
of all stakeholder groups

—offering advice and guidance on the appropriate
performance measureas to be included in the report

—where possible, providing robust and comparable
benchmark data against which stakehokders ¢an
better judge Carnelot’s performance

—verifying that the data presented in the report
provides a relizble, complete and balanced view of
the cormipany’s financial, social and envirecnmental
impact on its stakeholders.

Ashridge is satisfied that Camelot has effective
processes toidentify and understand the views

of its stakeholders. Furtherrnore, Ashridge is
confident that the full technical report {available

at www.camelotgroup.co.uk/socialreport2002)
presents a true, complete, balanced and accurate
account of how the organisation is implementing the
values and principles stated in the success medels
relevant to each stakeholder group.

However, the full ssurance statement does refer
to two specific areas where improvements could
be made. These concemn discussions about making
the data more accessible and the reporting of
envircnmenital impacts.

Ingeneral, Ashridge believes that Camelot has

in place the management information and

control systems to respond, where appropriate,

to stakeholder concerns. The company is able

1o show strong linkages between its vision, culture,
management policies and business processes, all of
which are reflected in this report. There are plans in
place to ensure that this gocd practice extends tothe
management of environmental concems.

Ashridge believes that this surmmary of the full
technical report presents a fair overview of the
kay issues facing the company and the major
concems raised by stakeholders through the
engagement process.
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Business review

This review provides further infarmation on the main
events that have occurred, and on the Company's
financial performance, during the year ended

31 March 2002.

In a year that offered a challenging trading and
operational environment, overall sales were down
on lastyear by 3.0%. Amounts payable to the
National Lottery Distribution Fund {(NLDF) in respect
of ticket sales amounted to £1,341.6m, representing
27.8% of sales (2001: £1,391.3m, 27.9% of sales).
In 1994 Carmelot set out to raise £9bn for Good
Causes. In 1997 we were able to increase that target
to £10bn and by 23 May 2001 this amount had been
achieved. At the end of the first Section 5 Licence
(30 September 2001}, the amount raised for Good
Causes totalled £10.6bn (£1.6bn more than
Camelot’s original bid commitment}. Total cash
payments made to the NLDF in the year are shown
inthe table on page 38.

The year under review includes three distinct
licence periods:

—First Section 5 Licence {to 30 Septernber 2001)

—Interim Section & Licence (1 October 2001 to 26
January 2002)

- Second Section 5 Licence (27 January 2002 to 31
March 2002).

Total sales for the year ended 31 March 2002

were £4,834.4rm {2007 £4,983.3m). Sales forthe
onine games, which comprise twice weekly Lotto
(formerly The National Lottery game) and Lotto Extra,
Thunderball and Christrmas Millionaire Maker totalled
£4,225.9m {2001: £4,437.2m). Sales for National
Lottery Instants were £578.5m (2001: £546.1m).
The Company's profit before tax was £567.8m
compared to £61.1m, in the prior year before
exceptional items. Overall, profit after tax was
£41.3m (2001 £33.7m) presently 0.85% of sales
cormpared 1o 0.85% prior to exceptional items last
year. Dividends of £88.8m were proposed and paid
for the year (2001: £70.0m).

This year we have focused on ensuring the continuing
success of The National Lottery through maintaining
the popularity of The National Lottery brand and
growing sales of the existing portfolio of garmes.
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Trading conditicns continue 10 be challenging

with competitive pressures brought about by the
new technologies and the impact of deregutation
within the gaming industry. Lotto has decreased

by 6.7 % against the previous year albeit the decling
in the second half of the year has been restricted

10 2.9%. Furthermere the Instants brand has shown
a rmarked turnaround with an increase of 5.9%
against the previous year. The Instants brand has
been rejuvenated with innovative games such as
'Cars and Cash’, 'Milfionaire” and ‘Cash for Life” with
average weekly sales in excess of £11m. Thunderball
has also grown with sales up by 0.9%, against last
year. ‘Christmas Milionaire Maker', which was known
as ‘Big Draw’ in previous years, has also shown a
marked increase from the pricr year of 52.5%.

During the course of the year we have continued to
demonstrate that we are a highly responsible lottery
operator and a leading socially responsible Company.
Our sccial reporting process helps to enhance our
accountahility to all those who have a stake in The
National Lottery. For the first time this vear we have
reported on a fiscal calendsr and integrated our social
report into cur annual report to present a more
complete picture of the Company and its impacts.

In this period we have received recognition for our
2000 report by winning highly commended in the
ACCA./ AccountAbility social reporiing awards.

We have previously been highly commended two
years running in Business in the Community’s Impact
on Society Awards. Further detaiis on our social
reporting are included on page 20 to 33.

Turnover
Sales for the year totalled £4,834.4m (2001:
£4,983.3m), a decrease of 3.0% on the previous year.

Mational Lottery on-line games

Total sales in respect of ondine games amounted
o £4,255.9{2001: £4,437 2rn). Player participation
rernained strong, with around 52 % of the adult
nopulation playing on a weekly basis.

There were 18 Rollovers in the Lotto game this
year {2001: 16), including two double Rollovers
(2001: one} and one Rollover Superdraw (2001: nil}.
Three Superdraw events were held during the year
(2001: seven).

National Lottery Instants

Sales for National Lottery Instants totalled £578.5m,
anincrease of 5.9% on the prioryear's total of
£546.1m, and that remains the nation’s leading
irnpulse purchase brand with current average
weekly sales inexcess of £E11m.

Prizes

As noted above, the financial year under review
encompasses three distinct licence pericds.

This has resulted in the prize amount included

in this year's results of £2,401.6m (2001: £2,486.9).

The first and interim Section 5 Licences specify

a prize target for each of the periods of 49.9%
(2001: 49.9%). For these periods £1,993.8mwas
allocated to prizes for all games and the amount
of £67.2m {2001: £68.6m) which remained
unallocated was paid over to the NLDE

In the second Section 5 Licence there is no longer
aprize target and the actual prizes capable of being
waon for each game are included in the prize amount
(£407 .8m for the 9 weeks ended 31 March 2002).

In any lottery there are prizes which remain
unclaimed. If prizes are not claimed within 180 days
of the draw date for Lotto, the Thunderball game or
Lotto Extra, or Christmas Millionaire Maker, or 180
days after the close of a National Lottery Instants
game, they are paid to the NLDF. On average,
unclaimed prizes amount to around 1.6% of sales
andin 2001/02 totalled £79.6m {2001: £75.7m,

1.5% cf sales). The interest eamed on the unclaimed
prizes is also paid to the NLDF.

National Lottery Distribution Fund {(NLDF}

The amount payable to the NLDF from ticket

sales was £1,341.6m, representing 27.8% of sales
(2001: £1,391.3m, 27.9% of sales}. This decrease
in the percentage of sales primarily reflects Licence
conditions.

The second Section 5 Licence is structured so that
in any one year the higher the sales, the higher the
proportichate retums to the Good Causes, and,
correspondingly, the [ower the proportion retained
hy Camelet,
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Over the second Section 5 Licence pericd, the amounts payable to the Good Causes from ticket sales are
expected to be around 28% of sales. In addition to the amaunts received from ticket sales, the NLDF herefits

from unclaimed prizes.

The table below gives details of all cash payments made to the NLDF,

Cash payments to the NLDF:
Yearto Year to Yearto Yearto Year to Yearto Yearto Year to

31302 31307 31300 31399 31388 31397 3139 3139 Total
£m £m fm fm frn £ fm £m £
Ticket sales® 1,306 1,369 1,410 1,478 1,554 1,268 1,401 312 10,088
Unclaimed prizes 80 76 70 78 74 48 34 - 460
Qutstanding prize liability 104 1 88 100 122 135 18 - 658
Escrow - - - 7 - 20 - - 97
Ancillary activities 1 1 1 - - - - - 3
Total cash payments 1,491 1,537 1,569 1,663 1,750 1,631 1,453 312 11,306
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*Camelot adopts a full accruals basis of accounting and therefore this figure —which relates to cash payments
madie - differs from that shown on the prefit and loss account, which also includes the amount charged in
respect of the escrow account. The NLDF also benefits from interest arising on its own cash balance and
interest arising on certain trust acoounts utilised for the payment of prizes and amounts held in trust in respect

of future draws,

Lottery Duty

Lottery duty has remained at 12% of sales and
totals £680.1m for the year (2001: £598.0m).

If the lottery duty rate were to increase in future
periods, the payments for prizes and to the Good
Causes woulkd be reduced to compensate for the
increase. Conversealy, any reduction in the rata of
duty would solely benefit the Good Causes.

Retailers and retailer commission

Retailer commission in respact of the year totalled
£247 5m (2007: £253.3m). The tota| lottery network
now comprises around 36,000 retailers with
approxirnately 11,000 selling National Lottery Instants
only and approximately 25,000 selling both onHline
games and Instants tickets.

During the year sorme 25,000 newy replacement
terminals were installed throughout the United
Kingdom, to comiply with our bid commitments
for the second Section b Licence.

Retailers’ commission is fixed at 5% of all sales
plus 0.1 % of prizes paid cut over £10, up to and
including £200, and approximates to 5.1 % of sales.
Inaddition to paying this commission, Camelot
continues to provide free-of-charge to retallers all
lottery terminal and point-of-sale equiprment,
rnaintenance and servicing of the equipment,
consumables, telecormmunications and training.

Terminal and data communication costs
Terminal and data communication costs increased
to £91.7m for the year ended 31 March 2002 {2001:
£88.6m). Terminal and data cormmunications costs
include the cost of maintaining the software,
terminals and cormmunication network, all costs
associated with the purchase of National Lottery
Instants tickets, point-cf-sale and other consumables
and depreciation of terminal and data
communications eguiprment.

Itis important that Camelot continues to provide

a high level of systems availability, not only to ensure
the satisfaction of players and retailers but also to
facilitate sales. Systerns availability continued to be
high at 99.9% against a target of 89.5%. In addition,
there are gertain financial penalties incorporated in
the Section 5 Licence should the number of lottery
cutlets fall below the number specified in the Licence
on a particular quarter-end date. To date no such
financial penalties have been incurred.

Administrative expenses

Adrninistrative expenses of £126.8m (2001:
£131.4m) consist mainly of advertising and marketing
expenditure, depreciation and administration costs,
which include ali staff and facility costs. The decrease
of £4.6m against last year is due to £12.0m of
exceptional ‘win related’ costs in the previous year's
results, On a like-for-fike basis administrative costs
have increased by £7.4m largely due to increased
investrment in marketing and higher staff numbers.

Capital expenditure in the year amounted to £85.4m
(2001 £3.4m)}, primarily as a result of the purchase
of new orvline temminals, new software and other
investment in IT equipment.

Donations to the Camelot Foundation

Camelot made cash donations of £2.0m to

The Camelet Foundation including £2.0m out of
profits for the year ended 31 March 2002 {2001:
£3.0m -including £1m in respect of a previcus year).
Sinee launch Camelot has donated some £16.0m

to The Camelot Foundation.

QOther corporate donations to registered charities
rnade in cash during the year amounted to £1.0m
{2001 £0.3m) with some further contributions in kind.

Taxation

The tax charge of £18.5m (2001: £15.4m} for the
year represents an effective tax rate of 28.5%
(2001: 30.6%,). This fall is principafly due to the
release of non-taxable credits.
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VAT

Sales of lottery tickets are exempt from VAT,
Therefore VAT is not normally recoverable on the
Company’s costs and is a charge against profits.

The VAT cost for the year under review, including that
arising on capital expenditure, was £33.3m (2001:
£18.7m). The increase is due to the increased capital
expenditure incurred which is detailed on the
previous page.

Cash flows, cash and delbst

Net cash inflows from operations were £43.4m
{2001: £73.1m} and interest of £6.0m was received
{2001: £14.0m}.

In addition, there were ¢cash outflows arising fromn
taxation payments of £15,6m (2001: £23.2m) and
the payment of dividends of £73.2m (2001: £76.2m).
Afinal dividend of £25.6m {2001: nil} is proposed.

The closing cash balance was £44.8m (2001:
£165.0m).

The net cash inflow from operations represents ticket
sales, less payment of prizes, lottery duty, payments
to the NLDF {including any escrow payment and the
prize fund shortfafl payments detailed above) and
operating expenditure. Cash is received from retailers
net of prizes paid and commission due to retailers,
Settlement of retailers’ debts is on a weekly basis

as are payments due to the NLDF and payments

for prizes.

In order to protect prizewinners and players, Camelot
has set up certain trust accounts operated by The
Law Debenture Trust Corporation plc which acts as
an independent trustee. Funds for prizewinners are
deposited in a trust account on & weekly basis. The
interest eamed on this account (gfter expenses

of operating the trust) accrues 1o the benefit of the
Good Causes.

In addition, at 31 March 2002, Camelot had deposited
£20.2m (2001: £16.7m) of funds in a frust account

as an additional reserve far the protection of prize
winners, the interest on which accrues to Camelot.
There are certain restrictions aver the liquidity of this
account and as a result Camelot cannot withdraw

the amount until the end of the Licence period.

At 31 March 2002 the Company had an undrawn
revolving credit facility of £50.0m {2001: £50.0m)
and an undrawn money market facility of £10.0m
{2001: £10.0m) both secured by a floating charge.
There is an additional undrawn overdraft facifity of
£26.3m (2001: £29.4m) available to the Company.
The £60.0m revolving credit facility commenced
on 6 March 2001 reduces 1o £30.0m on 31 January
2004 and the facility expires on 31 January 2005.
The money market and overdraft facilities are
subject to annual renawal.

Interest and exchange rates

Net interest receivable in the year amounted to
£11.4m (2001: £13.5m), the average yield on
investment being approximately 4.5% (2001: 6.2%).

The Company’s interest rate exposure is hedged

if considered appropriate. Strict controls apply to
tregsury operations which are reviewed regularly.
The investment policy is approved by the Company's
Audit, Risk & Security Committes and the board.
Funds are only deposited within strict parameters
with regard to both counterparty and maturity.

The Company does not invest in cormnplex derivatives
and under no circumstances will instruments be
utilised which resultin an unquantified risk being
assumed.

All of Camelot's major contracts are priced in sterling.
Therefore, the Cormpany has no direct exposure to
movements in exchange rates.

Distributions and dividends

Total paid and proposed dividends for the year
amounted to £98.8m (2001: £70.0m).

A final dividend of £25.6m (2C01: nil) is proposed.

Tony Jones
Operaiions Director

21 May 2002
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Directors’ report
forthe year ended 31
March 2002

The directors of Camelot Group plc present their
report together with the audited financial statements
for the year ended 31 March 2002.

Principal activity, business review and

future developments

The principal activity of the Cornpany is the operation
and promaotion of The Nationzl Lottery in the United
Kingdom, pursuant to an initial licence granted by

the Director General of The National Lottery in July
1994 and subsequently pursuant to licences granted
by the National Lottery Commission {NLC) in October
2001, January 2002 and thereafter. The Company
expects to pursue this principal activity for the coming
year. Trading conditions continue to be challenging,
and, in view of this, results are inline with the
directors’ expeciations.

Legislative background

The establishment of the UK National Lottery was
enabled by the passing of The National Lottery etc.
Act 1993. A regulator was appointed under the

Act and invited applications for a licence to run

The National Lottery (the Section 5 Licence) and

for licences to promete lottery games as part of
The Nationa! Lottery (Section 6 Licences). Following
a competitive tender, Camelot was selected in May
1894 and the Section b Licence was formally
awarded in July 1994,

On 1 April 1999 the statutory responsibilities of the
regulator passed to the National Lottery Cornmission
(NLC). Under the power granted to it by The National
Lottery Act 1998, the NLC has responsibility for the
regulation of The Nationz! Lottery and was the hody
responsible for the appointment of the operator for

a second licence period,

Applications were invited from parties interested in
operating The National Lottery for a second licence
term in November 1999. Camelot submitted its bid
on 29 February 2000. The NLC’s decision on the

licence bHid was delayed to 23 August 2000 and,
following & successful judicial review hearing in the
high court in September 2000, Carmelot was givena
month to revise its bid 1o take account of the NLC's
issues with the original bid. On 19 December 2000
the NLC announced its decision to award the licence
to Camelot. Aninterim licence was awarded to
Camelot to run from 1 October 2001 until 26 January
2002. The second seven-year licence to run The
National Lottery commenced on 27 January 2002.

Camelot has also been awarded Section 6 Licences
for the or-line Naticral Lottery games and a number
of Section 6 Licences for each of the Instants games,

Results and Dividends

The financial statements of the Company appear on
pages 50 to 70. The Company’s profit after tax was
£41.3m {2001: £33.7m}, as disclosed on the profit
and loss account on page 50.

Tetal paid and proposed dividends for the year
amounted to £98.8m {2001: £70.0m) (see note 7
tothe financial staternentst. A final dividend of
£25.6m is proposed.

Related Party Transactions

Camelat has entered into contracts of significance
with three of its shareholders or their parent and/or
subsidiary companies, details of which are given in
note 25 to the financial statements.
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Shareholdings
The following share structure is in place:

Total

Percentage

Number of Nurmber of Holding of

‘A Shares ‘B’ Shares Shares

C ry opes plc 7,750,000 - 20

De La Rue Holdings plc 7,750,000 - 20

Fuijitsu Services Limited 5,812,500 1,937,600 20
{formerly International Computers Limited)

Thales Electronics plc 7,750,000 - 20

Consignia Enterprises Limited - 7,750,000 20

Further details of the rights and cbligations of each class of share are given in note 17 1o the financial statements.

Suppliers

The Company's policy is to pay suppliers 30 days
after the end of the month in which their invoice

is received or within such other credit period as
agreed between the parties, providing the obligaticns
of those suppliers are met. These terms are stated
on all purchasa orders issued by the Comgany.

At31 March 2002 the Company’s trade creditors
outstanding represented approximately 36 days
purchases (2001: 35 days).

Global Crossing

Global Crossing (UK) Telecommunications
Limited supplies the majority of the data
communications network for Camelot's retailer
network. Global Crossing Limited, the Bermuda
registered parent company, has recently sought
Chapter 11 bankruptey protection in the United
States. Camelot in conjunction with Global
Crossing {UK) Telecommunications Limited

and its key suppliers have established contingency
plans to minimise any adverse risk this may have
on The Naticnal Lottery operations (see note 1a
to the financial statements),

Political and charitable donations

In 1996 the Company established The Camelot
Foundaticn. The Camelot Foundation is a registered
charity and its focus for the next seven year period

is to concentrate on woerk which aims to connact

or re<connect highly marginalised young pecple

to the mainstream of UK life. Since its inception the
Company has paid a total of £16.0m to The Camelot
Foundation, of which £2.0m {2001: £3.0m} has been
paid during the year.

The Company made further direct donations

to other community and charitable organisations
of £1.0m (2001: £0.3mj and in addition mace
some contributions in kind. The Company made
ne donations for political purposes during the year
ended 31 March 2002 (2001: nil).

Employees

The Company’s employrment policies have been
designed to respect the individua! and offer career
and personal developrent opportunities regardless
of colour, ethnic or racial origin, nationality, disability,
sexual orientation or marital status. Full and fair
consideration is giver to the employment, training
and development oppartunities of all individuals.
Camelot is a Gold Card Member of the Employers’
Forum on Disability and has undertaken several
initiatives to foster best practice on disability matters,
including awareness sessions and working with
various disability groups. The Company endeavours
to re-train any members of staff shou'd they develop
different neads cr a disability during employment with
the Company.

The Company has an extensive and well-established
structure for communicating with employees and
has an annual performance related bonus scheme,
payable to all merbers of staff, based on targets

to be achieved in respect of the performance of the
Corrpany and money to be raised for the Good
Causes. In addition, during the year under review,
the Company has put in place a long-term incentive
plan {see report of the Board on remuneration) to
retain and motivate permanent staff.

Two staff rustees represent staff in relation to the
Camelot pension fund.
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Directors’ report
for the year ended 31

Staff Consultative Forum

Since the establishment of a Staff Consultative
Forum (SCF) in September 1999, the SCF has
been holding annual company-wide elections

for representatives from all areas of the business.
The SCF continues to be consulted on all policy
proposals and initiatives affecting staff and in um
gathers company-wide reactions to such proposals.

Place of business — Northern lreland

The Company is registered as having a place of
business in Narthem Ireland pursuant to Part XX
of The Companies {NI} Order 1986.

Statement of directors’ responsibilities
Company law requires the directors to prepare
financial staternents for each financial year which
give a true and fair view of the: state of affairs of

the Company at the end of the financial year and

of the profit or loss of the Company for the year.

In preparing those financial statements, the directors
are required to:

—select suitable accounting poficies and then
apply them consistently

—make judgements and estimates that are
reasonable and prudent

- state whether applicable accounting standards have

been followed, subject to any material departures
disclosed and explained in the financial statements

- prepare the financial statements on the going
concern basis unless it is inappropriate to presume
that the Cormpany will continue in business.

The directors are also responsible for keeping

proper accounting records which disclose with
reascnable accuracy at any time the financial position
of the Company and enable them to ensure that the

financial statements comply with the Corpanies Act
1985. They are also responsible for taking reasonable
steps to safeguard the assets of the Company and to

prevent and detect fraud and other iregularities.

The directors confimn that they have complied
with these requirements.

sy

Going Concern

After making appropriate enquiries, the directors
confirm that the Company has adequate resources
to continue in ¢perational existence for the
foreseeable future. For this reason, they continue
to adopt the going concern basis in preparing the
financial staternents.

Corporate Governance
Areport on corporate govemance is set out on
pages 44 to 46.

Close company status

The Company is not a close company within the
meaning of the Income and Comporation Taxes Act
1988 end there has been no change in that status
since the yearend.

Auditors

The auditors, PricewaterhouseCoopers, have
expressed their willingness to continue in office.
A resolution proposing their reappointment and
authorising the directors to determine their
remuneration will be put to the members of the
Company at its 2002 Annual General Meeting.

G
By order of the Board
Gill Marcus

Commany Secratary

21 May 2002
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Directors
The names of the present
directors are:

Independent non-
executive directors
Michze! Grade CBE
Chairman

Sir James Butler CBEDL
Deputy Chairman and Senicr
Non-executive Director

Louise Botting CBE
Non-executive Director

Shareholder nominated
Non-executive Directors
Jerry Cope

Consignia Enterprises Limited

David Kappler
Cadbury Schweppes plc

Paut Holfingworth
De La Rue Holdings plc

John Bennett
Fujitsu Services Limited

Ross Mclnnes
Thales Electronics plc

Executive Directors
Dianne Thompson
Chief Executive

David Clark
Deputy Chief Executive

Teny Jones
Operations Director

Sue Slipman OBE
Extemal Relations and
Compliance Directer

Phil Smith
Commercial Director

Under the Company’s Articles

of Association, each shareholder
nominated director may appoint
an alternate.

Current alternates are
as follows:

Michael Clark

alternate to David Kappler,
Cadbury Schweppes plc

Robert McGowan
alternate to Paul Hollingworth,
De La Rue Holdings plc

Mark Thomson
alternate to Jerry Cope,
Consignia Enterprises Limited

Tim Rebinson
altermate to Ross Mclnnes,
Thales Electranics ple

Dawvid Sillitoe
alternate to John Bennett,
Fujitsu Services Limited

Changes to the directors were
as follows:

Dick Wheelhouse

resigned 31 August 2001

The Rt Hon |Lerd Imbert QPM JP
retired 30 September 20073

David Whittaker
resigned 17 December 2001

Sir George Russell CBE
retired 26 January 2002

Michael Grade CBE
appointed Chairman
1 January 2002

David Sillitoe
appointed 3 May 2001

Mark Thomson
appoeinted 1 January 2002

Phil Smith
appointed 15 February 2002

Tim Robingon
appointed 21 February 2002

None of the directors has a
beneficial interest in, or options to
acquire, shares in the Company.

Directors’ remuneration is
disclosed in note 4 to the financial
statements,

Insurance for directors

and officers

The Company has in place
liability insurance for its directers
and officers.
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Reporton

During the year, Camelot has remained committed to
maintaining high standards of corporate governance
in line with the Combined Code issued by the London
Stock Exchange in June 1998, which sets out the
Principles of Good Governance and Code of Best
Practice. Although Camelotis not 2 listed company,
and therefore not obliged to do so, the directors have
voluntarily considered the requirements of the
Combined Code as described cn page 48.

Review of Corporate Governance Principles

The Board sets cut its review of how the principles
of corporate governance contained in the Combined
Code have been applied.

Board of Directors

The Board currently comprises five executive, three
independent non-executive and five sharehelder
nominated non-executive directors. Two further
independent non-executive directors are tobe
appointed in the near future and one of the current
independent non-executives is due to retire in the
auturnn. There is a clear delineation of responsibility
between the Chairman and the Chief Executive and
other executive directors. Sir James Butler CBE DL,
Deputy Chairman, has been designated the senior
independent non-executive director.

Regular board meetings are held during the

year including & specific meeting to direct overalt
strategy and cperations. Board meetings follow

a formal agenda covering regular reports from the
Chief Executive, Operations Director and External
Relations and Compliance Director and matters
specifically reserved for decision by the Board.
Allboard members are free to raise other issues

at the Board, Board papers are sent to directors

in good time before board meetings. These cover
key areas of the Company’s affairs including overall
strategy, acquisitions and other key commercial
partnerships, approval of budgets, major capital
expenditure programmes and significant fransactions
and financing issues. The Beoard has delegated scme
of its responsibilities to committees, as set out below.

Mance

There is an agreed procedure for directors tc take
independent legal advice. The Company Secretary
is respansible for ensuring that board procedures
are followed. All directors have access to the
Company Secretary.

During the year, the Company streamlined its
committee activities as follows:

Audit, Risk & Security Committee
Chair Sir James Butler CBE DL
Menbers Michael Grade CBE

Paul Hellingworth
Ross Mclnnes

Usual Attendees Dianne Thormpson
Tony Jones and other functicnal
rnanagers for relevant sections
of the meeting

This newly amalgarnated committee comprises
four ngn-executive directors, two of whomare
independent. Executive directors are invited to
attend committee meetings, as necessary, to
conduct its business. The Committes meets at
least three times a year and its duties are as follows.

Audit

The Head of Audit and Compliance and a
representative of the external auditors are normally
invited to attend this section of the meeting.

The Committee reviews the Company's financial
and accounting policies, interim and final results
and annual report pricr to their submission to the
Board, together with management reports on
accounting and intemal control matters. It alsa
reviews the appeintment and terms of reference
of the external auditors, their management letter
and considers any other matters raised by the
auditors. It monitors the effectiveness of the intemal
audit function. At least once a year, the Committee
meets separately with the external auditors and
Head of Cormpliance and Internal Audit without any
executive hoard mermbers present.
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Risk

The Risk Manager is normally invited to attend the
risk section of the Comrmittee, which meets to assist
the Board in fulfiling its responsibilities for managing
the risk associated with the business. It also menitors
the framework that is in place throughout the
Company to manage risk.

Security

The Directors of Security of both Camelot Group ple
and De La Rue Holdings plc are nomally invited

to attend the security section of the meeting.

This section approves and ensures adherence to
the Company’s security policies for operating

The National Lottery.

Remuneration Committee

Chair Louise Botting CBE
Members Michael Grade CBE
David Kappler
Jermry Cope
Sir James Butler CBEDL

The Remuneration Committes comprises five
norrexecutive directors, three of whom are
independent, under the chairmanship of Louise
Botting. It determines the terms and conditions
of employment of the executive directors.
Further details are set out on pages 47 and 48.

Nominations Committee

Chair Michael Grade CBE
Mernbers Lcuise Botting CBE
Sir James Butier CBE DL
David Kappler
Jerry Cope

The Nominations Cormrnittee comprises five nor-
executive directors, three of whormn are independsnt,
under the chairmanship of Michael Grade. It makes
recornmendations to the Board in respect of the
appointrnent of directors.

Relations with shareholders

The Combined Code contains several
recommendations aimed at improving
communications between companies and their
shareholders. These recornmendations are largely
aimed at listed companies with a large number

of institutional investors and private shareholders.
Camelot can be distinguished frorn such cornpanies;
it is owned by a consortium of shareholders with
whom it maintains close links.

Licence compliance

The directors are responsible for establishing an
adequate system of control so that assurance is
provided aver compliance with the provisions of
the Section 5 Licence and Section 6 Licences and
any other provisions imposed by or under any
statute which relate to the running of The National
Lottery or the prometion of any constituent lottery.
This system of internal control includes regular
cormpliance audits and reviews by the Company’s
Audit and Compliznce and the Regulatory Affairs
departrments, to help provide such assurance.

Internal control

The Turnbull Committee’s guidance on internal
control is designed to assist directors of UK Tisted
companies in complying with the internal controi
reguirerments of the Combined Code.

The implementation by Camelot of a risk
management framework and compliance with
Turnbull's guidelines has been & voluntary decision
by the Board so as to comply with best practice
and demonstrates Camelot's risk and control culture.
Camelot's directors acknowledge that they are
responsible for the Company's systems of internal
control and for reviewing their effectiveness. Within
Camelot the review of risk and intemal controls has
hecorne an integrated, embedded management
process rather than an isolated yearend exercise.
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To help the directors fulfil their duties, the following
has been put in place by Camelot's management:

1 a process to ensure tight regulation by a structured,
auditable process of internal control, through the
establishment of the Audit, Risk & Security
Cornmittee. At the next Board meeting following
an Audit, Risk & Security Cornmittee meeting,
the Chairman of the Committes presents any key
risks identified by the process to the Board and the
Board considers how these risks are being
controlled and monitored;

210 add value to the process at all operational levels
throughout the cormpany, the establishrment of
the Risk Managerent Committee, which meets
quarterly. It provides a forum for sharing strategic
degcisions that could impact risk management,
and for improving the overall company control
envircnment;

3 the establishment of a practical process in
accordance with the guidance of the Turnbulf
Committee, which identifies, evaluates and
manages all types of risk faced by the Company.
This process has been in place for the fuft financial
year and up to the date the financial statements
were approved and is continuing. The risk
management process and systems ¢f internal
contro! are designed to manage rather than
eliminate the risk of failure to achieve the
Company’s strategic objectives. It should be
recognised that such systerns can only provide
reasonable and not absolute assurance against
material misstaternent or loss; and

4 the establishment of the position of Risk Manager,
reporting to the Operations Director. The Risk
Manager assists management to identify the risks
inherent in the Company’s achievement of its
strategic objectives. Each identified risk is logged in
arisk register and assessed for financial impactand
the estimated likelihood of occurrence. The Risk
Manager has regular meetings with exacutive
directors and other risk owners 1o examine their
areas of risk set out in the risk register. Through this
process, key risks are brought 1o the attention of the
Audit, Risk & Security Committee.

Security is clearly a key consideration for Camelot
and is demonstrated by the rigorous applicaticn of
security procedures throughout the organisation.
The Board is regularly appraised of security issues
within the Company through the relevant section
of the Audit, Risk & Security Committee.

The high leve! of risk awareness in Camelot, together
with risk reporting to the Board, allows the Board

1o ensure that focused steps are taken to address
risk exposures.

Compliance Statement

in the opinion of the directors, other than in respect
of the matters listed below (see ‘Combined Code
Compliance’} the Company fully complied throughout
the year ended 31 March 2002 with the provisicns of
the Combined Code and with the recornmendations
of the Tumbull Committee.

Combined Code compliance

Carrelot has complied with the Combined Code
provisions {set out in section 1 of the code) with the
following exceptions:

—two members of the Remuneration Committee
are non-executive directors but are not deemed
1o be independent

—two members of the Audit, Risk & Security
Committee are non-executive directors but are
not deemed to be independent

—Camelot’s directors are not subject to re-election
avery three years. The Cormpany is governed by
the terms of a Sharehclders’ Agreement which
sets out the procedure for appeinting directors

—the Board comprises five executive and five non-
executive directors (nominated by the shareholders)
who are not deermed independent and, currently,
only three independent non-executive directors

The exceptions are not viewed by the board to impact
the quality of Corporate Governance, and arise from
the unique nature of the Company.
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Reportofthe
board on remuneration

The remunesation policy for Camelot Group ple’s
executive directors and senicr executives is
detenmined by the Remuneration Committee (details
of which are set out belkow) for recornmendation

to the Beard as a whele, No director is permitted to
comment on his or her own remuneration package.

The ron-executive directors nominated by the
shareholder companies and their altemates receive
na emeluments from the Company.

The remuneration of the independent non-executive
directors {including the Chairrnan} is determined

by the shareholders and ratified by the Board as
awhgle. The directors concerned do not take part

in discussions on their remuneration.

Policy on remuneration of executive directors and
senior executives

The aim of the Company’s remuneration policy

is to ensure that senior executives and directors

are rewarded competitively and in a way that attracts,
retains and motivates ranagernent of the highest
calibre. In return, those staff are expected to meet
the highest level of performance and run The National
Lottery responsibly and efficiently, delivering the aims
and objectives of Camelot.

After considering input from external consultants,
the Company is satisfied with the directors’ and
senior executives’ pay arrangements and consider
that these are appropriate for ensuring Camelot

is staffed with high calibre professiona! executives.
The remuneration of the senior team is kept under
regular review to ensure this continues to be

the case.

The main components

Remuneration for executive directors and senior
rnanagers comprises short term rewards {i.e. salary,
annual bonus, car, fuel and medicsl cover for the
individual and his or her immediate family} and long
tern rewards (i.e. pension, and the allemployee
long term incentive plan).

The introduction of performance-related reward
programmes with measurable targets is designed
1o provide an element of ‘at risk” pay which is only
available once actual results are known.

Basic salary

Basic salary for each executive director is determined
in the first instance by the Remuneration Committee,
taking into account the performance of the individual
and external market data from independent sources
on the rates of salary paid to retain key executives in
comparable companies. The Board as a whole
reviews the remuneration package recommended
by the Remuneration Committee.

Annual bonus

The targets for annual performance-related bonuses
are approved by the Remuneration Committee

and provide challenging perfermance goals which
executives and staff must achieve before the
rnaximur bonus is payable. The executive directors
are eligible for annual bonuses based upon achieving
target returns to The National Lottery Distribution
Fund, the target for the Company’s pre-tax profit, and
personal business objectives. The principal element
within these three compenents is the retumns to

the NLDF. Camelot’s annual bonus scherme is an
allemployee scheme with on target perfermance
vielding 15% of annual base salary for all staff
including directors. Annual performance related
bonuses are capped at a maximum of 25% of base
salary for all staff including directors.
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Report of the

All-employee fong term incentive plan

Each executive director will participate in the future
Camelot allemployee long term incentive plan (LTIP).
The plan is a deferred cash scheme and all Camelot
amplayees, including directers, are eligible to
participate in the scheme cn the same basis and at
the same level of reward.

The LTIP is aroling scheme, whereby an individual
earns entitlernent to a bonus amount in scheme year
one, which is paid cut 18 months later, and normally
thereafter for two further years (three years in total).
The LTIP pays out to employees based on the
performance of the Company (achievement of NLDF
target payments and Company profit targets) as well
as the performance of the individual fachievement of
personal business objectives).

The annual maximum allowed allocation in the
LTIP for each employee (including directors) is 35%
of base salary.

The terms of the LTIP were approved by all
shareholders prior to implementation.

remuneration

§

Policy on external appointments

The Company recognises the benefits to the
individual and to the Company of involvernent
by executive directors of the Company, as non-
executive directors of other companies and
charitable and trade asscciations. The Board

is always notified of such appointments.

Executive directors’ service contracts

All executive directors' contracts of service are
permanent contracts of ermployment witha 12
month notice period for termination on both sides.

Alirecently drafted and future service contracts
for directors set out compensation arrangements
in the event of early termination.

Company pension policy for its
executive directors
Salary only is pensionable.

Further details of directors’ remuneration are
given in note 4 to the financial staterments.
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Indepenadent

We have audited the financial statements, which
comprise the profit and loss account, the balance
sheet, the cash flow staterment, and the related
notes on pages 50 tc 70.

Respective responsibilities of directors & auditors
The directors’ responsibifities for preparing the annual
report and the financial statements in accordance
with applicable United Kingdom law and accounting
standards are set out in the statement of directors’
responsibilities on page 42.

Our responsibility is to audit the financial statements
in accordance with relevant legal and regulatory
requirernents and United Kingdom Auditing
Standards issued by the Auditing Practices Board.

We report to you our apinion as to whether the
financial statements give a true and fair view and are
praperty preparad in accordance with the Companies
Act 1985. We also repont to you if, in our opinion, the
directors' report is not consistent with the financial
staternents, if the company has not kept proper
acoounting records, if we have not received all the
information and explanations we require for our audit,
or if information specified by law regarding directors’
rermunération and transactions is not disclosed.

We read the other information contained in the annual
report and consider the implications for our report if

we become aware of any apparent misstatements or
rnaterial inconsistencies with the financial statements.

- The other information cormprises only the directors”

report, the chairman’s statement, the business
review, the corporate govemnance staterment and the
remuneration report.

We also, at the request of the directors (because
the company applies the Financial Services Authority
listing rules as if it were a listed company), review
whether the corporate govemance staterment
reflects the company’s compliance with the seven
provisions of the Combined Code specified by the
Financial Services Authority for review by auditors

of listed companies, and we report if it does not.

We are not required 1o consider whether the beard's
statements on internal control cover all risks and
cantrols, or to form an apinion on the effectiveness
of the company’s corporate govemance procedures
or its risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with auditing
standards issued by the Auditing Practices Board.

An audit includes examination, on & test basis, of
evidence relevant to the amounts and disclosures in
the financial statements. [t also includes an assessment
of the significant estimates and judgements made by
the directors in the preparation of the financial
staternents, and of whether the accounting policies
are appropriate 1o the company’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as tc abtain
all the information and explanations which we
considered necessary in order to provide us with
sufficient evidence to give reascnable assurance
that the financial staternents are free from material
misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation
of information in the financial statements.

Opinion

In our epinion the fingncial statements give a true

and fair view of the state of the company's affairs at
31 March 2002 and of its profit and cash flows for the
year then ended and have been properly prepared in
accordance with the Companies Act 1585.

PricewaterhouseCoopers

Chuavtarsd Acepuntants and Regdsiered Budiiors
London

21 May 2002
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Profit and loss account

2002 2001 2001 2001
Before
Fxceptional Exceptional
Total Iterns [tems Total
Notes £m fm fm fm
Turnover
Orvline 42559 4,437.2 - 44372
Instants 5785 B46.1 - 546.1
43344 49833 - 49833
Costof sales
Prizes (2,401.6) {2,486.9) - (2,486.9)
Lottery duty {680.1) (598.0) - {698.0)
National Lottery Distribution Fund (1,341.8) 1,391.3) - (1,391.3)
Retailers’ commission (247.5) (253.3) - (253.3)
Terrminal and data comimunication costs 917 88.6) - (88.6)
Grass profit 171.9 165.2 - 1652
Administrative expenses (126.8) (119.4) {12.0) (131.4)
Other operating income 1.3 18 - 18
Operating profit 2 464 476 120 356
Net interest receivable 5 1.4 135 - 135
Profit on ordinary activities before taxation 57.8 81.1 {120 491
Tax on profit on ordinary activities 3] {16.5) (18.7) 33 (19.4)
Profit on ordinary activities after taxation 413 424 8.7 337
Dividends 7 (888} 70.0) - 70.0)
Lass retained for the financial year 18 (57.5) (27.6) 87 (36.3)

Camelot Group plc
Annuai report 2002

The company has no recognised gains or iosses other than its loss for the year.

All activities are derived from continuing operations.

There were no exceptional items for the year ended 31 March 2002,
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2002 2001
Notes fm fm

Fixed assets
Tangble assets 8 823 154
Current assets
Stocks 2] 28 25
Debtors: amounts falling due within one year 10 727 86.1
Debtors: amounts falling due after more than one year 10 4.3 84
Arnounts held in trust accounts in respect of prizes 12a 122.2 164.1
Armaounts held in trust in respact of future draws 12b 218 -
Trust reserve account 12c 202 16.7
Cashat bank and in hand 12d 448 165.0

2888 4428
Current liabilities
Creditors: amounis falling due within one year 14 (316.4} {348.9)
Net current (liabilities)/assets (27 6) 939
Total assets less current liabilities 547 1093
Creditors: amounts falling due after more than one year 14 {3.3) 0.8
Provision for liabiliies and charges 15 1.4 {1.0)
Net assets 500 1075
Capital and reserves
Called up share capital 17 338 388
Capital redermption reserve 18 112 11.2
Profit and loss account 18 - 575
Equity shareholders’ funds 18 50.0 10758

The financial statements on pages 50 to 70 were approved by the board of directors on 21 May 2002

and were signed on its behalf by:

C%)'M Thompn

Dianne Thompson

Ohdef Expoutive

21 May 2002

Carnelot Group pic
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——

AnTe

Tony Janes

Operations Director

21 May 2002
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Cash
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ﬂoy_y statement

2002 200
Notes £m fm
Net cash inflow from operating activities 13 434 73.1
Returns on investments and servicing of finance o
Interest received 60 14.0
Interest paid {0.1) 0.2)
Interest elernant of finance lease payments 10.2) 0.2)
5.7 136
Taxation
Taxation paid (1.0) 2.7)
Consoertium relief payments 25 {14.6) (20.5)
{15.8) (232}
Capital expenditure
Purchase of tangible fixed assets 83.1 (0.6}
Equity dividends paid {73.2) (76.2}
Management of liquid resources
Decrease in term deposits 13b 98.7 14.8
Financing
Capital element of finance lease payments 0.5) {08
{Decreasel/fincrease in cash 13d (28.6) 1.0

Camelot Group plc
Annual report 2002
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1 Accounting policies

a) Basis of accounting

The financial statements have been prepared under the historical cest convention, in accerdance with
applicable accounting standards.

A summary of the mere important accounting policies is set out below together with an explanation of where
changes have been made to previcus policies on the adoption of new accounting standards in the year.

The directors have reviewed the accounting policies set out in these financial staterments and have
confirmed that they are the most appropriate te the company's circumstances as required by FRS18 -
Accounting Policies.

Global Crossing

Gickal Crossing (UK} Telecommunications Limited supplies the majority of the data communications network
for Camelot’s retailer network. Global Cressing Limited, the Bermuda registered parent company, has recently
sought Chapter 11 bankruptcy protection in the United States. Camelot in conjunction with Global Cressing
(UK) Telecommunications Limited and its key suppliers have established contingency plans tc minimise any
adverse risk this may have on National Lottery operations.

The directars have considered the financial impact and related cash flows of the contingency pfans on
the Company. They are satisfied that the Company has sufficient funding available to cover a pericd of
disrupticn to The National Lottery operations should the company have to seek aiternative suppliers for
its communications network. Consequently the directors believe it is appropriate to prepare the financial
statements on a going concern basis.

b} Group financial staternents

The financial statements presented are for Camelot Group pic only, Camelot Group ple has three 100%
equity owned subsidiaries. These have not been consolidated as they are dormant and are not material
for the purposes of giving a true and fair view.

c} Turnover

Ortline turnover comprises a portfolio of games where sales are recognised on a draw by draw basis. Where
afinancial year-end does not fall on a draw date, the sales for the next draw are recognised up to the financial

yearend date. Sales for each draw include multidraw and subscription sales that are relevant for that specific

draw. The following games are included within on-line tumover:

The National Lottery Game (renamed ‘Lotto’ on 18 May 2002}
Thunderball

Lottery Extra {renamed 'Lotto Exira’ on 18 May 2002)
Christrmas Millicnaire Maker (formerly ‘Big Draw'}

Instant ticket sales are recognised by pack settlement. A pack of instant tickets becomes settled on the earlier
of 15 days after the pack is activated by the retailer or when 60% of the low tier prizes are validated.

Alltumover is derived from and originates in the United Kingdom.

d) Taxation

The charge for taxation is based on the profit for the year. Deferred taxation is recognised as a liability or asset
if transactions have occurred at the balance sheet date that give rise to an obligation o pay mors taxation
inthe future, or a right to pay less taxation in the future. An asset is nct recognised to the extent that the
transfer of economic benefits in the future is uncertzin. Deferred tax assets and liabilities recognised have
not been discounted.

e) Value added tax
All costs inciude the attributable value added tax 10 the extent that it is not recoverable.
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Notes to the financial

ff Fixed assets and depreciation

Fixed assets are stated at cost less depreciation. Depreciation is provided on all tangible fixed assets, at such
rates as to write off the cost of these assets in equal installments either over their expected useful lives or the
remaining Section & Licence period ending 31 January 2009 whichever period being the shorter. Exceptions
tothis policy are noted alengside the principal asset categories below. The depreciation basis for the principal
asset categories are as follows:

Short leasehold improverments The shorter of the lease pericd and the rernaining
Section 5 Licence period.

Computer hardwvare {excluding central The sharter of four years and the remaining Section

gaming systems) 5 Licence period.

Central gaming systems To the end of the second Section 5 Licence period.

Fixtures and fittings The shorter of five years and the remaining Section
5 Licence period.

Lottery terminals and network instaftation To the end of the second Section 5 Licence period.

{new ISYS terminals)

Permanent point-of-sale equipment The sharter of bwo years and the remaining Section
5 Licence period.

Other plant and equipment The shorter of 2 - 5 years and the remaining Section
5 Licence period.

Motor vehicles "The shorter of the lease pericd and the remalning

Section 5 Licence period.

Interactive develepment costs

The company has adopted UITF ghstract 29 "Website development costs’. Accordingly, costs relating to
the development of The National Lottery website, including design and content development, have been
capitalised as 'Assets under construction’ within tangible assets. These costs will e amartised over the
period gaining economic benefit from the expenditure. Planning costs are charged to the profit and loss
account as incurred.

g Leasing

Operating lease rentals are charged to the profit and loss account as incurred. Tangible fixed assets acquired
under finance leases are included in the balance sheet at their equivalent capital value and are depreciated
over the shorter of the lease term and their useful life, The corresponding liabilities are recorded as a creditor
and the interest elerment of the finance lease rentals is charged to the profit and loss account.

h} Stocks

Stacks consist of instants tickets, consumables {i.e. terminal rolls, playslips and ribbons) and various point
of sale equiprnent. Instants tickets are valued on a unit cost basis and rollout based on marketing strategy.
Consumables and point of sale equipment are vaiued at cost using the first-in first-out method, or at net
realisable value, whichever is the lower.

i} Pensions
The Company operates a defined contrioution scheme. The cost of contributions is charged to the prafitand
loss account in the year to which it relates,
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J1 Cash and liquid resources

In the cash flow staterment, cash cornprises cash at bank and in hand, overdrafts, bank loans and cvemight
term deposits. Liquid resources comprise term deposits maturing within twelve months from inception,
other than overnight term deposits.

Camelot interest earning cash for the first Section 5 Licence consists of the Trust Reserve Account, other
trust accounts {including the Subscription Trust Account), Camelot bank accounts and short term deposits.
From the commencement of the second Section 5 Licence, the Subscription Trust Account is no longer
classified as Camelot cash. Interest eamed on the Subscription Trust Account is spiit 5% to Camelot and
the remaining 85% for the benefit of The National Lottery Distribution Fund.

Interest received on the Operational Trustand Trust Prize Reserve Accounts are for the benefit of The National
Lottery Distribution Fund.

k) Escrow account

The escrow account was a fund held for the sole benefit of The National Lottery Distribution Fund. Armounts
paid to the escrow account were alfocated to the profit and loss account evenly over the period of the first
Section 5 Licence. For the interim icence and second Section 5 Licence commencing 27 January 2002,
there is no reguirerment to transfer funds to an escrow account.

) Advertising and marketing costs
Advertising and marketing costs are charged to the profit and loss account when they arg incurred and in
accordance with the Section 5 Licence requirements.

m) Provisions
Dilapidation provisions are provided on the cument best estimate of the cost of bringing certain premises held
under operating leases back to their original state. Provisions recognised have not been discounted.

Camelot Groupple
Annuat report 2002
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2 Operating profit
2002 2001
fm frn
a) Operating profit is statéd after charging:
Depreciation on owned assets 17.2 243
Depreciation on assets hald under finance leases 05 05
Loss on disposal of fixed assets - 02
Net movement in provisions 0.4 -
Ernployee costs (note 3) 37 394
Operating lease rentals —land and buildings 25 20
~plant and eguipment 1.0 1.1
Auditors’ remuneration —audit 03 0.1
—prize draw attendance 03 03
—other services 04 02
2002 2001
£m £m
a)} Operatih.g pfoﬁt is stated after charging the
following exceptional itermns:
Exceptional ltems —win bonuses - 87
—other win related costs - 33
- 120

In 2001 Camelot incurred a nuimber of one-off costs in securing the second licence. Win bonuses refate to
staff and supplier benuses. Other win related costs comprise accelerated depreciation, legal fees and certain

restructuring costs.
3 Employee numbers and costs
2002 2001
£ fm
Employee costs (including diréétors' emoluments):
Wages and salaries 269 32.1
Social security costs 30 4.1
Pension costs 1.2 32
) 311 394

The average monthly number of employees {including executive directors) employed by Camelot Group ple

was as follows:

2002 2001

Number Number

Retailer services T 312 282
Sales and marketing 203 184
Informiation Technology 141 127
Finance, administration and other 225 204
Total average number of él;nployees R 881 797

Employee costs in 2001 include win bonuses as disclosed in note 2b to the financial statements.

Camelot Group pic
Annual report 2002
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4 Directors’ remuneration

The emoluments of the executive directors are determined by a remuneration cornmittee consisting
exclusively of non-executive directors. The five non-executive directors {and their alternates) nominated
by the shareholder companies did not receive any emoluments frem Camelot. The emaolurnents of the
other non-executive directors are determined by the shareholder companies. All emclurnents are paid to
the directors out of the amount retained by Camelot under the terms of the Section b Licence after paying
all prizes, duties and contributions to The National Lottery Distribution Fund.

Annualbonus

The executive directors arg eligible for annual bonuses if budgeted retums to The National Lottery Distribution
Fund and profit to Camelot are met as well as personal objectives. These bonuses are capped at 25% of
annual base salary.

Long term incentive plan

Each executive director alse participated in a staff loyalty schems, a longtenm incentive plan that was putin
place to retain permanent staff at Camelot until the end of the first Section 5 Licence period. In order to qualify
for full payment under this scheme, executive directors needed to remain in full time employment with
Camelot to 30 September 2001. This condition was waived and the directors were consequently deemed to
have eamed this bonus during the year ended 31 March 2001. These bonuses were paid in October 2001.

There is a new long term incentive plan as described in the Report of the Board on Remuneraticn.

Salary/ Annual 2002 2001
Fees bonuses Benefits Total Total
£:000 £000 £000 £'000 £000
Chairman
Michag! Grade
{appointed 1.1.02) 39 - - 39 28
Sir George Russell
{retired 26.1.02} 75 - 14 89 75
Executive directors
Tim Holley - - - - 777
{resigned 1.2.01)
Peter Murphy - - - - b66
lresigned 1.2.01)
Dianne Thompson 270 35 27 332 870
David Clark 218 23 35 276 706
Tony Jones 171 20 16 207 268
Sue Sligman 135 14 23 172 264
Phil Srmith 27 2 8 37 -
(appeinted 15.2.02)
Non-executive directors
Sir James Butler 38 - - 38 39
Lord Imbert
{resigned 30.9.01) 17 - - 17 33
Louise Betting 34 - - 34 33
1,024 94 123 1.241 3,659

Sir George Russell resigned as Chairman on 31 December 2001 and subsequently retired from the Board on
26 January 2002,
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Benefits
Executive directors are entitled to car related benefits which are included in the amounits disclosed in the table
on the previous page.

Sir George Russell received a supplement of £13,587 being the difference between his pension entitlement
of £75,000 and the actual pension payment of £81,413. David Clark received a supplement of 27.5% of basic
salary in lieu of pension contributions. A portion of the supplement {£19,360), up to the maximum Inland
Revenue approved contribution, is paid directly to him as a benefit in the above table. Sue Slipman and

Phil Smith’s kenefits include supplements of £10,140 and £6,047 respectively, representing the differences
between 27.5% of their basic salary pension entitlerment and the contributions made by the company.

Dianne Thompson was also entitied to a supplernent, amounting to the £8,335 difference between her
pension entitlement of 35.0% of basic salary and the lower confributions made by the Company. Also entitled
10 a supplement was Tony Jones, this amounted to the £2,565 difference between his pension entitlernent of
27.5% of basic salary and the lower contributions made by the Company.

Pensions
Directors have remained within the same pensicn scheme category year on year, as outlined below:

2002 2001
Total Total
Money
purchase
£'000 £'000
Chairman
Michael Grade (appointed 1.1.02) 19 -
Sir George Russeil (retired 26.1.02) 61 70
Executive directors
Tim Holley {resigned 1.2.01} - 102
Peter Murphy (resignad 1.2.01) - 13
Dianne Thompson 86 50
David Clark 41 54
Tony Jones 45 12
Sue Slipman 27 8
Phit Smith {appointed 15.2.02) 1 -
230 309

No contributions were made to defined benefit schemes in respect of diractors during 2002 (2001: £102,415).

The tetal emeluments of the directers including pensicn contributions were as follows:

2002 2001

£000 £'000

Executive directors’ salaries and benefits 930 1,010
Executive directors’ performance related payments 94 2,441
Non-executive directors’ fees 89 105
Current Chairman’s salary and benefits 39 28
Former Chairman'’s salary and benefits 89 75
Pension contributions 280 309
T 1,521 3,968

Retirement benefits accrued to seven directors, including the Chairman and Sir George Russell, under defined
contribution pensicn schemes.

The former Chairman may receive an additional pension contribution for the next five years at arate tobe
determined. The additional pension contribution for 2002/03 will be £80,000.
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Chairman and highest paid director

The emoluments of Michael Grade, the Chairman since 1 January 2002, comprise his salary of £39,250
for the whole year (2001: £27,500 salary for last year while he was not Chairmnan). Michael Grade's accrued
pension contributions within the year amounted to £18,625 (2001: £nil).

The emoluments of Sir George Russell, the Chaimman untii 31 December 2001, comprise his salary and
henefits of £88,087 (2007: £74,500}. Sir George Russell’s accrued pension contributions within the year
amounted ¢ £61,413 (2001: £70,000).

The emoluments of the Chief Executive Dianne Thompson, who was the highest paid director, comprise
salary of £270,400 (2001: £235,114), pension contributions of £86,305 (2001; £50,124} benefits excluding
pension supplement of £18,331 (2001 £14,559) and tota! bonuses of £35,000 (2007: £600,640).

5 Net interest receivable

2002 2001

fm fm
Interest receivable from bank deposiﬁs S ' 77 135
Release of other interest accrued 34 -
Other interest receivable 0.7 0.9
Interest receivable and similar income 1.8 14.4
Interest payable on finance leases 0.2} 0.2
Other interest payable 0.2} (9]
Interest payable and sirilar charges 0.4y 0.9
Net interest receivable 1.4 1356

During the year, an accrual for £3.4m, established over prior vears for a potential interest lighility relating to
escrow amangements, has been released as it is no longer required.

6 Tax on profit on ordinary activities

2002 2001
fm £m
a) UK Corporation Tax:

Current tax on income for the period 14.5 21.7
Prior period adjustments 0.1 (1.1
14.4 208
Deferred tax chargef{credit) for the period 21 6.3)
Prior period adjustments - 1.1
2.1 (5.2

Tax on profit on ordinary activities 16.5 154

The tax charge is based on a comporation tax rate of 30% for the year ended 31 March 2002 (2001: 30%).

All timing differences have been recognised and are reflacted in the deferred tax balance. Based on the current
capital investment plans the Company expects the deferred tax asset to reverse by 31 March 2004,



Notesto the financial steterments
80

Notes to the financial
statements

6 Tax on profit on ordinary activities (continued)

b} Deferred Taxation - profit and loss charge

2002 2001
£m £m
Tlmlng differences bebtween capital al\owar;cesanddep;‘éc;aﬁorw - 32 o (32)
Other timing differences (1.1 2.0
2.1 5.2)
Other timing differences mainly relate to amounts paid in respect of the escrow account (see note 16).
There was no deferred tax unprovided.
¢l Reconciliation of current tax charge
2002 2001
jilpal fm
Profit on ordinary activities before taxation 57.8 491
Tax on profit on ordinary activities at the standard rate (30%) 173 147
Factors affecting charge:
Depreciaticn on assets not quatifying for capital allowances
and other (non taxablel/non- allowable items 0.8) 07
Excess of capital allowances claimed over depreciation 3.2) 32
Provisions and cther short-term timing differences 1.1 20
Current tax charge h 144 206
7 Dividends
2002 2001
fm £m
Interim dividends paid: 38.7p per ordinary share - 150
Second interim dividend paid: 189.2p per crdinary class A share - 55.0
First interim dividend paid: £67.5m for aggregate ordinary class 'A shares 57.5 -
Second interim dividend paid: £15.7m for aggregate ordinary class 'A shares 15.7 -
Propesed final dividend: £25.6m for aggregate ordinary class ‘A’ and ‘B’ shares 258 -
988 70.0

On 30 March 20071 the National |_ottery Commission consented 16 relaxation of the Section 5 Licence

condition enabling the distribution of £51.5rm of profits accumulated over the first Section 5 Licence period,

payable by way of dividend, and included within the second interim dividend payrment for that year.

Under a deed of dividend waiver Fujitsu Services Limited (formerly International Computers Limited),
iravocably waived their entitlerment, as holders of ‘A’ shares, to receive the sum of £2.7m fromi the
proposed first dividend for the financial year ended 31 March 2001, As a result De La Rue Holdings ple,
Thales Electrenics plc and Cadbury Schweppes ple each received an additional £0.9m.

Camelot Group pic
Annual report 2002
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8 Tangible assets
Short
Assets under leasehold Plant and
construction  improvements equipment Total
fm fm fm fm
By e L
At 1 April 2001 29 8.0 135.7 146.6
Additions 69 - 785 854
Disposals - - 2.0) 2.0}
Assets no longer in business use - - {98.8) {98.8)
At 31 March 2002 98 80 1134 131.2
Accumulated depreciation
At 1 April 2001 - 72 1240 131.2
Charge for the period - c8 16.9 17.7
Disposals - - (1.2} 1.2)
Assets no longer in business use - - (93.8} {98.8)
At 31 March 2002 - 80 409 489
Net book amount
At 31 March 2002 938 - 72.5 823
At 31 March 2001 29 08 1.7 15.4

The net book value of plant and equipment held under finance leases is £2.6m (2001: £1.6m}. Depreciation
charged in the period in respect of these assets was £0.5m (2001: £0.5m}. The net movement on disposals
of £0.8m relates to the expiry of certain existing finance leases (note 13d).

Additions of £85.4m in the period relate primarily to lottery termina's, new central IT systems and assets under
construction due to web site development {see accounting policies note 1).

9 Stocks

2002 2001
fm £m
Instarts tickets N 14 1 .'6
Playsfips, terminal rolls and other consumables 1.4 08
28 25

10 Debtors: amounts falling due within one year
2002 2001
fm £m
Trade debtors 575 64.5
Deferred tax (note 11) - 20 -
Escrow deferred expense (note 16) - 7.1
Corporaticn tax 46 -
Prepayments and accrued income 86 14,5
,,,,,, R . e .

Trade debtors represent amounts due from retailers.



Notes 1o the financial statements
g2

statements

Camelot Group plc
Annual report 2002

Notes to the financial

10 Debtors: amounts falling due after more than one year

2002 2001
fm £m
Other debtors 04 0.4
Deferred tax (note 11} 3.8 8.0
4.3 84
11 Deferred taxation asset
Capital
allowances Other Tortal
fm frm fm
At April 2007 85 {0.5) 8.0
(Chargel/credit to the profit & loss account (note Bb) 3.2) 1.1 2.1}
At 31 March 2002 53 06 b9

12 Trust accounts and cash at bank and in hand

In order to protect the interests of prize winners and players, Camelot has established trust accounts cperated
by an indepandent trustee, The Law Debenture Trust Corporation ple. There are a number of trust accounts
operated in order to separate funds to be paid for prizes and amounts received from players in respect of
future draws from Camelot's own funds.

a} Amounts held in trust in respect of prizes

Operational Trust

Prizes payable in respect of sales made are placed into the Operational Trust Account and Camelotis
reimbursed retrospectively fromn this account as prizes are paid. The balance of any interest arising on this
account {after expenses of the trust) is for the benefit of The National Lottery Distribution Fund. The amount
recoverable from the Operational Trust Account of £99.1m {2001: £88.8m) is shown as & current asset.

Trust Prize Reserve

Qver the course of the year to 31 March 2002, amounts in respect of the outstanding prize liability
commitment {see note 14) have been paid into the Trust Prize Reserve Account. The outstanding prize liability
commitment is paid to The Naticnal Lottery Distribution Fund in July foliowing the end of the financial year to
which it relates. Allinterest incorme arising on this account is for the benefit of The National Lottery Distribution
Fund. The balance on this account is also shown as a current asset.

Amounts held in trust accounts in respect of prizes

2002 2001

£m fm

Operational Trust 99.1 S8.8
Trust Prize Reserve 23.1 653
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b} Amounts held in trust in respect of future draws

The Subscription Trust Account is maintained to safeguard monies received from players in respect of future
draws, whether by subscription or by using the multidraw facility. The balance of any interest earned from the
Subscriptions Trust Account up to 26 January 2002 was fully for Camelot’s benefit. Interest earned from the
Subsceription Trust Account after 26 January 2002 is split 5% to Camelot and the remaining 95% for the benefit
of The National Lottery Distribution Fund.

2002 2001
fm fm
Subscription Trust 218 -

In prior years the amount held in the Subscription Trust Account was classified as other trust bank accounts in
cash at bank and in hand [see note 12d), as per the first Section b Licence.

c} Trust Reserve Account

The Trust Reserve Account balance at 31 March 2002 is £20.2m (2001 £168.7rm). The purpose of this account
is to provide security for prizes during and at the end of the Section 5 Licence period. This amount {or the
relevant part) will be repavable to Camelot in accordance with the Trust Deed, The amount is entirely
recoverable after one year.

d Cash at bank and in hand

Cash at bank and in hand comprises Camelot bank accounts and short term deposits and certain other trust
accounts utilised. From time to time, guaranteed jackpot prizes {e.g. Superdraws) are also held in trust until
the relevant draw is held and the actual prize liability established.

In the case of subscription and multidraw sales, Carmelot is reimbursed after the draw to which the funds
relate has taken place.

The trust accounts and interest received thereon are subject to first fixed and fleating charges in favour of
the trustee.

Fixed and floating charges have been given in respect of certain Camelot assets to the trustee and to
Camelot's bankers, The Royal Bank of Scotland plc.

Camelot's cash balances can be analysed between Camelot accounts and other trust accounts as follows:

Cash at bank and in hand

2002 2001

fm fm

Camnelot bark accounts andks,‘i{érf iérm deposits 448 1 436
Subscription trust - 2.4
448 165.0
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13 Notes to the cash flow statement

a) Reconciliation of operating profit to net cash inflow frorm operating activities

2002 2001
£m frm
Operating profit 46.4 356
Depreciation 177 248
Loss on disposal of fixed assets - 02
Reclassification of subscription trust account (see note 12b) {21.8) -
Movement in working capital
(increase} in stocks 0.3} ©.2)
Decreasef{increase) in debtors 211 (24.8)
Decrease in amount held in trusts in respect of prizes 419 85
(Increase) in amount held in trust reserve account (3.5 -
(Decreaselfincrease in creditors {581 290
Net cash inflow from operating activities 434 731
b} Analysis of changes in cash and liguid resources during the year
Cash 2002 2001
£m fm
At 1 April 215 206
(Decreaselincrease in year (23.5) 09
At 31 March 2.0 2156
Liquid resources
At April 1435 1583
Decrease in year 96.7) (14.8}
At31March 468 1435
Total cash atbank and in hand 448 1650
¢} Analysis of net funds
At 1 April At31 March
2001 Cash flow 2002
£m £m £m
Cash at bank andl in hand M5 (23.5) 2.0
Overdrafts {0.6) @1 37
(26.6)
Finance leases {1.6) (1.0 2.6)
Liquid resources 1435 ©6.7) 46.8
Net Funds 162.8 (124.3) 385
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d) Reconciliation of net cash flow to movement in net funds

2002 2001
£m fm
{Decreaselfincrease in cash in the year (26.6) 10
Cash outflow from decrease in debt and lease financing 0.7 06
Cash inflow from decrease in liquid resources 96.7) {14.8)
Change in net funds resulting from cash flows (122.6) (13.2)
Expiry of existing finance leases 08 0.1
New finance leases {(2.5) -
Movernent in net funds in the year (124.3) (131
Net funds at 1 April 162.8 1759
Net funds at 31 March 385 162.8
14 Creditors:
a) amounts falling due within one year
2002 2001
£m fm
Bank igans and clﬁ;)erdrafts 3.7 06
Trade creditors 16.3 179
Obligations under finance leases 1.0 12
Fixed asset creditors - 20
Taxation and Social Security 38 03
Lottery duty 52.5 529
Amounts payable to The National Lottery Distribution Fund 32.1 294
Prize liability 104.6 114.4
Cutstanding prize liability commitment 318 772
Accruals and deferred income 230 311
Advance receipts for future draws 220 219
Proposed dividends 2586 -
R 3164 3489

Advance receipts for future draws represent the muitidraw and subscription payments relating to future

draws. The prize liability represents unciaimed prizes and at 31 March 2002 Camelot had transferred £99.1m

into the Operaticnal Trust to meet these liabilities {2001: £98.8m).

The outstanding prize liability commitment represents the difference between the targst prize payout

commitment specified in the first and interim Section 5 Licence and the actual payout arising, Any amounts
not utilised for the payment of prizes are for the benefit of The National Lottery Distribution Fund and will be
paid over to The National Lottery Distribution Fund. Of the total balance of £31.8m {2001: £77.2m} the amaount

to be transferred 1o The National Lottery Distribution Fund in May 2002 calculated under the terms cf the

Section 5 Licence is £23.1m {2001: £68.6m).
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14 Creditors: {continued)

b} Amounts falling due after more than one year

2002 2001

£m £m

Obligations under finance leases payable within five years 1.6 0.4
Accruals and deferred income 1.7 04
33 08

At 31 March 2002 the Company had an undrawn revolving credit facility of £60.0m (2001: £60.0rm) and an
undravwn money market facility of £10.0m (2001: £10.0m) both secured by a floating charge. Thereisan
additional undrawn overdraft facility of £26.3m (2001: £29.4m) available to the Company. The £50.0m
revolving credit facility cormmenced on 6 March 2001 and reduces to £30.0m on 31 January 2004, the facility
expires on 31 January 2005. The meney market and overdraft facilities are subject to annual renewal.

15 Provisions for liabilities and charges

Dilzpidations Other Total

£m fm £m

At 1 April 2001 - 1.0 1.0
Increasef{decrease) in provisions 14 {1.0) 04
At 31 March 2002 14 - 14

The directors anticipate the provision for dilapidations to be utifised over the next seven years.

16 Escrow account

The first Section 5 Licence provided for Camelot to make a payment to an escrow account based on a
percentage of 2.5% applied to previous financial years' sales levels for annual sales up to £5,685m, less £40m.
Where sales exceeded £5,685m, the payment was limited to £37.1m. The balance held in this account was
for the benefit of The National Lottery Distribution Fund. During the first Section & Licence sales did not exceed
£5,685m in any financial year and hence no further payment was due.

As stated in the acoounting policies note, amounts payable to the escrow account were allocated to the profit
and loss account over the period of the first Section 5 Licence, commencing from the first day of ticket sales.
The first Section b Licence termingted on 30 Septerber 2001, and £7.1m was charged to the profitand loss
account in the current financial year (2001: £14.2m). The first payment to the escrow account of £90.4m was
made cn 12 April 1996 and a second payment of £6.7mwas made on 14 April 1998.
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17 Share capital
fm
Avthorised
At April 2001
100,000,000 ordinary shares of £1 each, divided into
‘A shares 29,062,500 291
‘B’ shares 70,937,500 70.9
At31 March 2002 100.0
Allotted, called up and fully paid
At 1 April 2001
38,750,000 ordinary shares in issue of £1 each, divided into
‘Al shares 29,062,500 29.1
‘B’ shares 9,6887,50 9.7
At 31 March 2002 388
Analysis of shareholding at 31 March 2002
Number of ‘& Nurnber of ‘B’ Percentage
shares shares Helding
Cadbury Schweppes plc 7,750,000 - 20
De La Rue Heldings plc 7,750,000 - 20
Fuijitsu Services Limited
{formerly international Computers Limited) 5,812,500 1,837,500 20
Consignia Enterprises Limited - 7,750,000 20
Thates Electronics ple 7,750,000 - 20
249,062,500 9,687,500 100
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17 Share capital (continued)

Rights and Obligations

As regards income:

&) The holders of the ‘A’ shares shall be entitled as a class to the relevant profit for the first licence period and
the period of the interim licence, (defined as:

iy the Company’s profits available for distribution calculated in respect of all perieds ending on or before the
last day of the interim licance and determined by reference to interim accounts for the period ending on that
day; and

iif any further amount referable to the period of the first Section 5 Licence and the period of the interim licence).

bj and, subject to the above, income shall belong 1o and be distributed amongst the holders of all the ‘A and 'B’
Ordinary Shares (pari passu as if the same constituted one class of share).

Asregards capital:
On a return of assets on [iquidation, reduction of capital or otherwise, the surplus assets of the Company
remaining after payment of its liabilities shall be applied:

a) first in paying to the holders of ‘A’ shares pro rata between them a sum equal to any amears of dividend
calculated by reference to the relevant profit for the first licence period and the period of the interim licence
{as defined above};

b} second, in paying to the holders of A’ shares pro rata between thern a sum equal to that armount of the
relevant prafit for the first licence period and the interim ficence (as defined above) which has not already been
distributed to them since the date of adoption of the articles of association of the Company;

¢)and, subject therato, any arrears of dividend and the balance of such assets shall belong to and be
distributed amongst the holders of all the ‘A’ and ‘B’ ordinary shares {pari passu as if the same constituted one
class of share).

As regards class consents:

Except with the prior consent or approval in wiiting of the holdars of all of the relevant class of shares,

the Company shall not medify or vary the rights attaching to any class of its shares (unless the medification
or variation affects all classes of shares similarly}.

As regards voting and other rights:

In respect of voting and all other rights (other 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 pari passu as if the holders
of allthe 'A’ and ‘B’ ardinary shares constituted one class of share.

18 Reserves
Capita!
redernption Profitand
reserve loss account Total
fm fm £m
At 1 April 2001 1.2 575 68.7
Retained loss for the year - 57.5 {67.5)
At31March2002 12 T 112

Camelot Group pic
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19 Reconciliation of movements in equity shareholders’ funds

2002 2001

£m £m

Profit for the year B 413 337
Dividends {98.8) (70.0)
Moverment in equity sharehalders” funds 57.5) (36.3)
Balance at 1 April 1075 1438
Balance at 31 March 50.0 107.5

20 Financial commitments

Capital expenditure contracted for in the year but not vet incurred amounts to £14.7m (2001: £70.1m) and is &ll

expected to be incurred within cne year.

21 Contingent liabilities

Fixed and floating charges have been given on certain assets to the trustee and to The Royal Bank of Scotland

plc. See note 14 for details.

22 Operating leases

2002 2002 2001 2001
Land and Plantand Land and Plant and
buildings equiprment buildings equipment
Paymenits to be made in the following
year relating to annual operating lease
commitments expiring:
Within cne year 0.1 - 1.8 06
Between two and five vears 1.8 - 0.2 -
Greater than five years 0.7 - - -
23 Pension arrangements

The Company operates a defined contribution scheme. Employees who transferred from sharehalder
companies have continued to participate in their respective shareholder pension plans via an agreed deed

of participation. Allamounts payable under these schemes are charged to the profit and loss account as they
fall due. The total amount charged in respect of pensions to the profit and loss account in 2002 was £1.2m

(2001: £3.2m).

24 Contingent loan notes

Camelot entered into a contingent loan note arrangernent curing the course of 2001 with its sharehclders.
Camelot will issue loan notes to the shareholdars in the event that equity shareholder funds fall below £50m
and certain cash accounts fall below £25m. Camelot shareholders wilt subscribe in proportion to their
aggregate of class ‘A and "B’ shares, an amount to bring either equity sharehclders’ funds back to £50m

or cash accounts back to £25m.
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25 Related party transactions
Camelot has a number of contracts with its shareholders, their parent and/or their subsidiary companies.
The main services provided during the year were:

Fuiitsu Services Lirmnited (formerly Terminal maintenance
Intemational Computers Limited) Retailer training
Installation of [sys terminals
Storage of cld {Spiffany) terminals

Consignia Enterprises Limited National Lottery retailer
Distribution of instant tickets and consumables

Cadbury Schweppes plc Retailer promotions

The amounts included in the financial statements for the financial year ended 31 March 2002 {and 31 March

2001} excluding VAT are given below:

Year ended Year ended
31 March 2002 31 March 2001
Purchases of Purchases of
revenueitens  Amountdueto  revenueitems  Amountdueto
and stock related party and stock related party
Fujitsu Services Limited
tformerly International
Computers Limited) 106 (0.4} 75 0.1
Cadbury Schweppes plc 0.1 - 0.1 -
Consignia Enterprises Limited 8.1 0.9 5.7 0.0

Consignia Enterprises Limited in its capacity as the largest Nationa! Lottery retailer also earned sales and prize

commissions of £42.0m (2001: £41.4m).

In addition, the following cash payments were made in respect of censortiurmn taxation relief during the year

2002 2001
£fm fm
Cadbury Schweppes pic S 5.1 82
De La Rue Holgings plc 16 46
Fujitsu Services Limited

{formerly Internationa! Computers Limited) 4.1 6.2
Thales Electronics ple 38 15
146 205

26 Subsidiary undertakings

Camelot Group plc owns the entire equity share capital of the following dermant companies:

Camelot Lotteries Limited
National Lottery Enterprises Limited
CISL Limited

These subsidiaries have share capital of £5 in total. This amount represents Camelot’s cost of investment in
these subsidiaries. Thay are nat material for the purpose of giving & true and fair view for these financial
staterments and have not been consolidated.

Camelot Group pic
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Achievernent in 2001/02 Related

{period ended 31 March 2002}  voiumes where
Matter Standard {%} appropriate
Payments to Secretary of State
Payments to Secretary of State 100% on time 100 129
Computer systems
Terminals avaitable to sell tickets 99.50% avallability 99.98
Terminals available to validate tickets ~ 993% availability 99.82
Retailer matters
Initial response to retailer
selection request 95% in 10 working days 100 1,979
Respeonse 1o retailer
correspondence 95% in 10 working days 100 1,539
Player Service
Response to correspondence to
National Lottery Line (NLL} 95% in five working days 99.66 13,093
General complaints by players 0% resolved in 10 working days 9953 3,580
Access to NLL Voice Response
System {VRS) on draw nights:
Wednesday 8pm—11pm 90% will get through to VRS 100 327,399
Saturday 8pm— 11pm 85% will get through to VRS 99.94 385,120
AccesstoNLLVRS atall
other times 97 % will get through to VRS 99.99 2,518,048
Access to NLL representative
on draw nights:
Wednesday 8prm - 11pm 90% will be answered in five seconds 92.97 16,544
Saturday 8pm-11pm 80% will be answered in five seconds 79.30 21,852
Access to NLL representative
atall other times 90% will be answered in five seconds 91.51 198,713
Failure to Opt (FTO} Less than 8% of callers will fail to OPT 5.9 190,926
Prize payment
Normal claims:
Prize clairns made in person 90% in one hour 97.37 2,740
Prize claims made by post 90% in five working days 99.65 20,262
Claims requiring investigation
Nationai Lottery onHine games:
Cancelled tickets 90% in 20 working days 9592 49
Missing Exchange 90% in 20 working days 87.18 312
Damaged tickets 90% in 20 working days 97.39 153
Previously validated 90% in 20 working days 95.73 1,382
National Lottery instants:
Damaged tickets 90% In 20 working days 97.91 478
Stolen tickets/packs 90% in 20 working days 98.0b 6,210
Previously validated tickets 80% in 20 working days 98.05 564
Any other claims investigations 80% in 20 working days 93.60 7,094
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The National Lottery

Arts

The Arts Council of England
14 Great Peter Street

London

SWI1P3NQ

02073330100

The Scottish Arts Council
12 Manor Place

Edinburgh

EH3 7DD

(01312266051

The Arts Council of
Northern Ireland
MacNeice House
77 Malone Road
Belfast

BT96A0

028 9038 5200

The Arts Council of Wales
9 Museum Place

Cardiff

CF103NX

0292037 6500

Film Council

10 Little Portland Street
london

WIW 7JG

0207861 7861

Scottish Screen

248 West George Street
Glasgow

(240E

01413021700

Charities

The Community Fund
StVincent House

16 Suffolk Street
London

SWIY 4NL

0207747 5300

Heritage

Heritage Lottery Fund
7 Holbein Place
London

SWIWBNR

0207591 6000

Milennium

The Millennium Commission
Portland House

Stag Place

London

SW1EBEZ

02078802001

New opportunities

New Opportunities Fund
1 Plough Place

London

EC4A1DE

02072111800

Sports

UK Sport

40 Bernard Street
London

WOCIN 1ST
02078419500

Sport England

16 Upper Woburn Place
London

WC1TH 0QP

0207273 1500

sportscotland
Caledonia House
No 1 Redheughs Rigg
South Gyle
Edinburgh
EH129DC
01313177200

The Sports Council for
Northern Ireland
House of Sport

2a Upper Malone Road
Belfast

BTo5LA
02890381222

The Sports Council of Wales
Sophia Gardens

Cardiff

South Glamorgan

CF11 95w

02920300800
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Camelot Group ple Leeds Social Report feedback
Head office Unit8 Clare Griffin
Carmelot Group plc Centre 27 Business Park Social Responsibility Manager
Magdalen House Birstall Camelot Group plc
Tolpits Lane Batley Tolpits Lane
Watford WF178TB Watford
WD18 9RN 01924 423031 WD189RN
01923425000 01923 425000
wawvw. nationalk-lottery.co.uk Liverpool
WWW.CEMEIDTGroup.co.Lk Suite 415 Other addresses
4th Floor Royal Liver Buildings The Camelot Foundation
MNational Lottery Line Pier Head 11-13 Lower Grosvenor Place
& telesales Liverpoc! London
Units 2A & 2B L31JH SWIWOEX
Olympic Way 0151 2361796 02078286085

Sefton Business Park

www.camelotfoundation.org.uk

Aintres London
Liverpeol 20 Cockspur Street National Lottery Commission
L301RD London 101 Wigrmere Street
0151478 5000 SW1Y bBL London
02078396051 wiu1Qu
Regional centres 02070163401
Belfast Reigate wwwv.natlotcomm.gov.uk
Lombard House Ground Floor
10-20 Lombard Street Bancroft Place Department for Culture,
Belfast 10 Bancroft Read Media & Sport
BT11RD Reigate The Naticnal Lottery Division
0289023 90863 Surrey 2/4 Cockspur Street
RH2 7RP London
Birmingham (01737 246536 SW1Y 5DH
2 Friars Gate 02072116535
1011 Stratford Road Sunderland www.culture.gov.uk
Shirley Teleport House
Sclihull - 4 Grayling Court Registered office:
West Midlands Doxford Intemational Tolpits Lane
B90 4E8 Business Park Watford
01217440648 Sunderland W18 9RN
Tyne & Wear
Cardiff SR33XD Registered in England
Willow Court 01915202538 and Wales
The Orchards No 2822203
Ty-glas Avenue Retailer enquiries
Llanishen Retailer Hotline Auditors
Cardiff 08000649649 PricewaterhouseCocpers
CF14 502
(292068 9625 Telesales Bankers
{Retailer Instants The Roval Bank of Scotland
Exeter Ordering Line)
Estuary House 0845 9666 768 Financial advisors
Peninsula Park SBC Warburg
Rydon Lane Player enquiries A division of
Exeter National Lottery Line Swiss Bank Corporation
Devon 0845910 0000
EX2 7XB 0845 310 0045 Minicom facility
01392 445615
National Lottery Subscriptions
Glasgow 0845 1250000
Locard House
Linnet Way Under 16s Sales Prevention

Strathclyde Business Park
Bellshill

North Lanarkshire

ML4 3RA

01698 845666

Hotline 0870 1600016
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The Millennium Stadlum, Cardiff
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£1.3 billion to Good
Causes this year .

89% of grants mad
thisyear ;were_fq_r less










