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MANAGEMENT

REPORT

INTRODUCTION

Since June 2008, when the French government announced its
decision to partially open the online sports betting and poker
sector to competition, la Francaise des Jeux has been preparing
for the major shift in the regulatory framework and environment
in which it was used to doing business. In a short time, it mobilised
the bulk of its human resources and committed the necessary
funds to be ready by the date of this opening. The projects it
implemented accelerated the company’s growth and strengthened
its offer, and served as a key driver of its transformation.

Stakes collected in 2010, totalling €10,551.4m, were up 5.5%
year-on-year. Network sports betting topped the €1 billion mark,
with the overall sports betting range now exceeding 10% of player
stake. La Francaise des Jeux successfully completed the opening
of the online sports betting market with sales of its Internet offer
growing by 112.3%.

Scratch games (including Web-based interactive games) grew by
10.6%, with player stake totalling €4,289.6m. Draw-based games,
with strong brands including Lotd® and Euro Millions, maintained
their leader status, generating €5,119.8m in player stake, down

4% as Rapido continued to suffer from diffiult conditions in bars
following the smoking ban.

THE GROUP IN 2010

2.1. A SIGNIFICANTLY CHANGED REGULATORY
LANDSCAPE

& The French Act of 12 May 2010 set the framework for the
controlled opening of the online gaming market

Debates over the regulation of online betting and gaming
intensified following the announcement on 11 June 2008 by the
French Council of Ministers that the online sports and parimutuel
horse race betting markets were to be opened to competition.
The government felt it had a responsibility to stop the rapid
development of the black market for online gaming as such games
notably carry risks of addiction as well as of ethical breaches in
competition, manipulation of game operations and money
laundering.

The Act regulating the online betting and gaming sector and
opening it to competition, adopted on 12 May 2010, enables the
regulation and supervision of the competitive online gaming
market by setting a clear framework and establishing limits,
consistent with the rules of Responsible Gaming. The European
Commission welcomed the adoption of the new French Act and
as a result, on 24 November 2010, it ended the infringement
proceedings launched against France in 2006.
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The Act specifi es the scope of the liberalisation of the online
gaming markets, namely, sports betting (parimutuel and
fixed-odds), horse race betting (parimutuel) and poker .
These games have an element of chance, but also include an
element of expertise. They may only be offered by operators who
have first obtained a licence from the French authority in charge
of regulating online games and bets (Autorité de Régulation des
Jeux En Ligne, or 'ARJEL’) which was established by the Act of 12
May 2010.

The Parliament opted for a controlled opening of the online
betting and gaming market by drafting legislation that responds
to the reality of the demand, whilst protecting consumers and
strengthening gaming-related risk prevention. This means:

— preventing excessive or pathol ogical gaming and protecting
minors

— ensuring the integrity, reliabili ty and transparency of gaming
operations

— preventing fraudulent or criminal activities, as well as money
laundering and the financing of terrorism

—ensuring balanced and equitable development of different types
of games to avoid any economic dislocation of the sectors
concerned.

& A new way to regulate the gaming sector

To ensure the protection of the public and social order, as well as
to improve efficiency, the Act tailored the regulatory mechanisms
to the reality of the digital economy by setting out:

— a very strict framework for authorised games and bets which
must require an element of player expertise

— the creation of civil and administrative procedures, and the
establishment of new criminal offences to combat illegal sites

—an independent administrative authority, ARJEL, to oversee and
control online betting and gaming.

ARIJEL, the independent administrative authority that monitors
compliance with policy objectives for online gaming and betting,
has a role of arbitrator in this regulation, as it serves the
government’s objectives in the matter of gaming policy. ARJEL is
responsible for issuing 5-year licences to operators seeking to
market online gaming or sports betting offers, and for ensuring
compliance by licensed operators with their statutory and
regulatory obligations. As such, ARJEL continually supervises the
operators’ activities. At the end of 2010, 48 licences had been
granted to 35 operators. La Francaise des Jeux obtained a licence
on 5 June 2010 for sports betting; LB Poker, its joint venture with
Groupe Lucien Barriere and Online Gaming 3D, was licensed for
poker on 26 July 2010.

The Act of 12 May 2010 also established a Gaming Advisory
Committee (Comité Consultatif des Jeux or “CCJ") with jurisdiction
over all betting games and games of chance. It is responsible for
centralising all data from the supervisory authorities and game
operators, ensuring the consistency of the betting and gaming
sector regulation with the overall objectives set out by the Act
and issuing opinions on all matters relating to this sector and to
raising public awareness of the dangers of excessive gaming.
Decree No. 2011-169 of 10 February 2011 states that this
committee will report to the Minister for the Interior, Overseas
Territories, Local and Regional Authorities and Immigration, and
to the Budget Minister, Public Accounts, the Civil Service and
Administrative Reform.

Pending the creation of the CCJ on 9 March 2011, la Francaise
des Jeux continued to be supervised by the Advisory Committee
for the Implementation of GamingPolicy and Responsible Gaming
(Comité consultatif pour I'encadrement des jeux et du Jeu
Responsible, or "COJER"), established in 2006. This regulatory
body, answerable to the Budget Minister, is composed of
representatives from the Health, Interior, Youth and Sports, and
Budget Ministries, as well as experts and individuals from civil
society.

COJER has the dual mission of advising the Minister’s decisions
concerning la Francaise des Jeux's commercial offer and giving its
opinion on the company's annual action plan for the prevention
of excessive gambling and the promotion of Responsible Gaming.
It notifies its opinion to the Budget Minister overseeing this
committee. It may also be consulted on all matters relating to the
control and supervision of gaming.

2.2. A MODIFIED INTERNAL ORGANISATION AND AN
UPDATED OFFER

Within this environment, la Francaise des Jeux needed to ready
itself for the opening of the market to competition. Although
online betting constituted only a small portion of the company’s
business in 2008 and 2009 (0.3% and 0.4% of player stake,
respectively), the opening of the market and advent of competition
affected the entire company.

Since June 2008, la Francaise des Jeux had been preparing for
this liberalisation, in particular through the ‘Grand Large” strategic
programme it implemented to transform the Group, mainly by
opening up externally and by expanding its offer.

& A more customer-oriented internal organisation

Faced with major and rapid changes in its environment, la Francaise
des Jeux had launched a study on its organisation and overall
operation to be better able to meet the challenges of the market
liberalisation. In early 2010, it introduced a new organisation,
built around four divisions and corporate functions. This
organisation illustrates the company’s ambitions, namely to be an
innovative, customer-oriented service company (Markets and
Customers division) pursuing operational excellence (Operations
division) in compliance with the rules set by its regulators and its
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profitability targets (Finance and Control Division) and actively
planning its development (Strategy and Transformation division).
This new organisation, operational since January 2010, will drive
the strategic aims of la Francaise des Jeux, based on the
development of a sustainable gaming model.

La Francaise des Jeux has thus moved its organisation forward to,
among other things, make its offer fit with the growing diversity
of its customers.

The challenge today is not only to expand its pool of players, but
also to know its customers better, track their value and promote
their loyalty. To do so, in 2010 la Francaise des Jeux created a
Customer Service department to assist customers as their modes
of consumption evolve in both the brick-and-mortar network and
via the multimedia channel (e.g. Internet, mobile phone, tablet
computing).

La Francaise des Jeux has been rewarded for its efforts to support
and satisfy its online customers. The FDJ® Customer Service
department was elected the 2011 Customer Service Department
of the Year in the online games category in the 4 ™ annual
Customer Service Awards (Election du Service Clients de I'année)
based on a survey conducted by the independent organisation
Viséo Conseil. This award highlights the quality of service provided
by companies that choose to audit and test their customer service
departments. La Francaise des Jeux was thus recognised for the
quality of its customer relations based on criteria including the
management of availability, relational skills, the quality of the
response and the human touch. These actions represent a fi rst
step in establishing a customer relations model that should,
by 2011/2012, result in a shift from a focus on online players to
relationships with all customers of la Francaise des Jeux, irrespective
of the wagering channel or the range played. Among various
developments, this new approach will be illustrated by the launch
of a loyalty programme that aims to increase knowledge of the
customers and improve their support so as to raise their satisfaction
and increase their loyalty to the FDJ® brand.

«» A modernised and enhanced sports betting offer

In 2010, a major challenge was to upgrade la Francaise des Jeux's
sports range in order to have a powerful offer available from the
first day of the market's liberalisation, both in the brick-and-mortar
network (under monopoly) and on the Internet (sector opened
to competition).

La Francaise des Jeux had already begun adapting the online
sports offer in late 2009 with the launch of ParionsWeb. This
range has a dedicated website, ParionsWeb.fr which includes

advice from a team of high-profile, former elite athletes.

The online sports betting offer, open to competition, was also
expanded to meet player demand. The number of sports covered
increased from 6 in 2009 to 12 in 2010, for an offer of 5,000 bets
per week at the end of 2010 against a maximum of 150 in 2009.
La Francaise des Jeux now offers 20 betting formulas.

Lastly, under the new laws in force, la Frangaise des Jeux has been
authorised to raise the maximum prize payout to players
from 75% to 85% on average (decree No. 2010-605 of 4 June
2010) as well as to offer live betting over the Internet.

These factors contributed to the increase in awareness of la
Francaise des Jeux's online sports betting brand, ParionsWeb,
which rose from 4% in January 2010 to 33% in October 2010.

Technological developments underlying changes in the offer were
implemented in collaboration with Laverock von Schoultz
("LVS"), the company that developed a new live-betting platform
for la Francaise des Jeux. LVS is a software house based in London,
founded fifteen years ago, which specialises in the creation and
distribution of software for online gaming and betting. Its software
can be used across multiple distribution channels, including the
Internet and the brick-and-mortar network of retailers. On 22 March
2010, la Francaise des Jeux acquired LVS for an upfront payment
of £2.7m, and additional post-transaction payments. The Group is
thus supported by an IT subsidiary specialised in betting, alongside
its subsidiary LotSys which specialises in lottery games, and its joint
venture with Groupe Lucien Barriere, LB Poker, which controls and
operates the poker platform. This strengthens its technological
expertise in improving gaming quality and security, and confi rms
its positioning as an integrated operator in the fi eld of sports
betting. In the retail network as on the Internet, this acquisition
ensures that the offer is more responsive to players’ expectations,
and helps to provide them with the highest level of security.

It was also necessary to revise the point-of-sale sports offer,
still under monopoly, to ensure that it continues to meet players’
expectations. Launched in late 2009, the ParionsSport brand
was rolled out network-wide in 2010 (POP, playslips, game
receipts, equipment). The brand covers a simple offer tailored to
the brick-and-mortar network, with nearly 800 bets per week
(against 350 in 2009) on 5 sports (4 in 2009), and 9 betting
formulas (6 in 2009).

As with the online offer, in setting its odds, the network sports
range is authorised by French Decree No. 2010-702 of 25 June
2010 toincrease the maximum prize payout to players from
an average 75% to 85%. Lastly, the ParionsSport range is now
offered through an expanded network: 27,000 points of sale at
the end of 2010, versus 24,000 a year earlier.

& The launch of a poker range

The Act of 12 May 2010 also legalised online poker and opened
it to competition. La Francaise des Jeux wanted to take advantage
of this opportunity to diversify its game portfolio and become

a player in the poker market. To do so, it teamed up with Groupe
Lucien Barriere, a recognised casino professional and market
leader in France, which shares its values as well as a vision of
gaming that is respectful of the law and the players.

In January 2010, these two operators fied a request for approval
from the European Commission’s competition authorities to set



LA FRANCAISE DES JEUX — 9

up a joint venture. The Commission gave its approval on 25 May
2010, allowing the partners to create LB Poker, a company that
aims to be a mass market player, recognised for its reliability, the
quality of its customer relations, and its ability to innovate. To
achieve its purpose it has three key strengths: the name
recognition, reputation and credibility of both la Francaise des
Jeux and Groupe Lucien Barriere; the existing synergies between
online poker and brick-and-mortar casinos; and the
complementary nature of its founders’ businesses and expertise.

The joint venture was approved by ARJEL on 26 July 2010,
following the effective opening of the online poker segment on
30 June 2010, and the BarrierePoker.fr website was launched in
mid-September. Intended for all types of players, this website
offers a range that is innovative and scalable thanks to proprietary
technology, a strategic choice guided by LB Poker’s desire to
control its technology, develop new offers tailored to the market,
ensure optimum security, and meet players’ expectations over
the long run.

« Upgraded websites and greater visibility of FDJ®'s online
offer

To highlight its new offers and better meet players’ expectations,
in May 2010 la Francaise des Jeux launched a new commercial
portal that is both more modern and more powerful. The site’s
redesign is part of an overall scheme to modernise la Francaise
des Jeux, begun in earnest with the launch in October 2009 of
the FDJ® commercial brand which is aimed at players and
coexists with the corporate trademark.

The new commercial website provides access to the full range of
online games offered by the Group, whilst enhancing the credibility
of la Francaise des Jeux in terms of innovation and closeness to
the customer. Each range has its own distinct identity, which is
visible from the home page through to the dedicated pages.

Beyond an impressive offer, the new site also offers a wide range
of user services, such as the opportunity to prepare their wager
before validating their identity, as at a retail establishment.
Improved readability of the offers and services and a more fluid
customer journey between web pages also provides a more
streamlined and entertaining experience. With an average of
4 million individual visitors to the fdj.fr website in 2010 and 19.4%
growth in online player stake, la Francaise des Jeux confirms its
ambition to make its website a real high-traffic draw for its
customers. Already, in terms of audience, fdj.fr is the number one
website for betting games, with 900,000 registered players.

In addition, Responsible Gaming is at the centre of the legislative
developments governing the liberalisation of online gaming. Player
registrations are regulated, payments on the site are capped, limits
moderating play must be selected by players for deposits and
bets, and advertising is supervised. The new commercial website
also has a section dedicated to Responsible Gaming, designed
within the navigation bar and thus appearing on a recurring basis
on all pages of the site, to guide players throughout their gaming

experience. The site also offers a free tool to help control play,
Playscan, which analyses the real-time attitude of players based
on their bets and frequency of play. Players can use this to better
measure changes in their playing patterns and thus identify, and
even anticipate, any excessive gambling.

La Francaise des Jeux is the only operator in France to offer such
a tool on the Internet.

Promoting the offer also requires greater online visibility, so la
Francaise des Jeux has concluded several media partnership
agreements. One example is the three-year extension of its
partnership with the radio station RTL, through which it can
combine RTL's editorial expertise in sport with the experience,
credibility and expertise of la Francaise des Jeux in sports betting.
In addition to editorial integration with radio programmes, this
agreement provides for additional exposure on the rtl.fr website.
In early March 2010, the company also signed an agreement with
television network TF1 which includes the sponsoring of short
broadcast programmes created by la Francaise des Jeux. Orange
and Yahoo! are also now partners of la Francaise des Jeux.
Accordingly, the company's offer is highlighted on the web and
mobile portals of Orange, the leading French telecom operator,
as well as the Yahoo! search engine. A page dedicated to the
ParionsWeb offer has been created and can be accessed via a tab
on the Yahoo! Sports home page.

Lastly, the corporate website was updated on 7 December 2010,
allowing la Francaise des Jeux to present a new face on the
Internet. The upgrading of the corporate website follows the
rollout in May 2010 of the new visual identity for the corporate
trademark which aims to better reflect the company’s dynamism
and modernity. The new logo reflects the company’s leadership
ambition and, in particular, expresses its commitment to ethics
(Responsible Gaming), sustainable development, and openness
to civil society (through the corporate foundation).

« Sustainable development policy stepped up

In early 2010, la Francaise des Jeux stepped up its sustainable
development policy through an approach based on seven
commitments. In expressing its own idea of its corporate social
responsibility, these seven commitments are tailored to the Group’s
vision of the sector and its concept of the business.

As such, they include aims for Responsible Gaming, customer
satisfaction, societal commitment, environmental impact, partner
relations, human resources and corporate governance. Inspired by
rigorous benchmarks, each commitment is embodied by an action
plan with indicators to measure progress.

La Francaise des Jeux has also changed its organisation to better
direct the sustainable development policy, with three levels of
decision-making: a Management Committee for general guidance,
a Sustainable Development Steering Committee for the coordination
of the seven commitments and, on a more operational level,
Sustainable Development Commitments Committees which
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monitor the implementation of actions. Lastly, the management
of actions and indicators is now fully integrated in the company’s
internal control and quality assurance system.

2.3. 2010, A SUCCESSFUL YEAR FOR THE ENTIRE
COMPANY

The efforts on all game ranges have paid off, as the 2010 results
show: with €10,551.4m in player stake, la Francaise des Jeux ranks
second amongst all European lotteries.

» Expansion of the lottery, the company’s core business

The core business of la Francaise des Jeux, the lottery, saw true
momentum, with numerous game launches/relaunches in both
draw-based and scratch games.

To begin with, thedraw range had a major event with the launch
in selected regions of Amigo, created to replace Rapido. In a
difficult economic environment, Rapido has suffered for several
years from a natural erosion of its sales, which has intensiid since
the ban on smoking in public places. Activity on this game,
however, accounted for nearly 15% of stakes in 2010, making its
replacement an important issue, both to boost the offer of
convivial games at the point of sale and to ensure responsible
practice. Since autumn 2010, Amigo has been offered in 2,000
points of sale during a test phase that will provide feedback for
the roll-out of Rapido’s successor in late 2012-early 2013, once
Responsible Gaming studies have been completed and the game’s
viability has been confi rmed. More than a new game, this is a
new world of entertainment designed to enliven and revitalise
the bars, disseminated through Amigo Live, an entertainment
channel broadcast on digital screens. Draws are intermixed with
an interactive programme at the point of sale which presents a
variety of content with a focus on local news relating to community
life as well as helpful information on the point of sale. Amigo’s
design is the result of collaboration between the creative teams
of la Francaise des Jeux, representatives of its sales force, players
and non-players, and experts in Responsible Gaming.

In addition, JOKER+® was relaunched on 12 September. Still
combined with Keno, Euro Millions and Lotd® playslips, JOKER+®
is also now a stand-alone game with its own playslip and a new
logo in response to strong demand from players who want to
choose their own numbers. The game capitalises on the strengths
that have made it a success, and adds the ability to change one
number after the draw by selecting the option “+ or -1". With this
option, the player has a one in two chance of winning — a fst for

a draw-based game.

The scratch range also enjoyed robust momentum, mainly down
to the increasingly successful Cash 500 000 € and the redesign
of several games, including Black Jack and Astro.

Cash 500 000 € has been a great success. Launched in 2009, this
game won immediate popularity, which has not abated since. A
second edition, preserving the mechanics of the fist, was launched

in February 2010 with green scratch cards — the colour of luck and
destiny —and a new prize table. This new formula has more than
satisfied players: indeed, player stake rose by more than 79% year-
on-year, topping the €1 billion mark — a first for a scratch game.
After thirteen successful years, Astro was also given a facelift.
On the market since 3 June, the new scratch card is glossier and
better highlights the astrological sign and the two prize boxes.
Players now have a chance to win with both their sign and its
characteristics. These changes, coupled with an increase in
winning frequency, led to a nearly 18% rise in player stake over
20009, reinforcing the game’s no. 2 position in the scratch range
in terms of player stake.

Eighteen years after its creation, Black Jack was given a new look
in October, with a modernised design that still projects a
prestigious image. Slightly larger in size, the new scratch card is
also more modern and eye-catching. The prize table has also been
optimised. These changes have proved popular with players as
their spend increased by more than 23% in 2010, making this the
number three scratch game.

With an appealing scratch card design and unique game
mechanics, Crescendo also received a makeover to immerse
players in a world of challenges and wealth. Since 8 November,
and for a limited time, Crescendo has been capitalising on the key
success factors identified on Cash 500 000 € whilst offering a
new experience for regular players.

These combined initiatives allowed the lottery business to grow
by nearly €200m in 2010, with player stake totalling €9,409.4m.

These actions undertaken to modernise and rejuvenate the lottery
games segment complied, as always, withResponsible Gaming
principles. Responsible Gaming is a strong, long-term undertaking
by la Francaise des Jeux which illustrates the very defi nition of
gaming as a means of entertainment, and not a source of troubles
linked to excessive consumption. For this reason, la Francaise des
Jeux works with experts to design its games and communication
campaigns. The embodiment of these principles is also reflected
in the network and the way it markets the games: all retailers are
trained in Responsible Gaming. In April 2010, la Francaise des Jeux
signed a five-year, €1.25m renewal of its partnership with France’s
excessive gaming research centre, the Centre de Référence sur le
Jeu Excessif, or “CRIJE", which it helped to establish at the
University Hospital of Nantes in 2007. The CRIE, for which two-
thirds of the total annual budget is funded by la Francaise des
Jeux, has trained almost 300 health professionals in two years,
developed a national network including most of the teams already
working on the prevention and teatment of pathological gaming,
and established a fi ve-year study of players. A score of other
partnerships is also coordinated each year to contribute to a better
understanding of pathological gambling and continuously improve
support for excessive gamblers.
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& Sports betting: a success on the Internet (competitive
segment) and in the brick-and-mortar network (under
monopoly)

The football World Cup, which began just after the opening
of the online market, was one of the factors that boosted the
sport business in 2010. During this major event, the sports
betting range generated more than€145miin sales at la Francaise
des Jeux’s Sport points of sale and online, compared to €41m
during the 2006 World Cup. More than two million players
bet an average €14 per wager, consistent with the mass market
gaming model of la Francaise des Jeux. A total of €10.5m in
stakes were recorded (versus €3m during the 2006 World Cup).

In 2010, with 3.1 million people placing bets, la Francaise des
Jeux surpassed €1 billion in player stake (€1,142.0m) on sports
betting, an increase of over 45%. The network generated
€1,051.1m, an increase of 42 %, whilst Internet sales more than
doubled, totalling €91.0m, against €42.9m in 2009.

The network offer attracted 2.9 million bettors who wagered
an average of €7 per week. On the Internet, the upgraded
ParionsWeb offer also appealed to players. During the World
Cup, the website www.parionsweb.fr attracted twice as many
new bettors as it had in the fist five months of the year. In 2010,
the number of active online bettors more than doubled, to
180,000, from 78,000 in 2009.

Since the opening of the market, la Francaise des Jeux's market
share has increased nearly fourfold, from 4% to almost 15%.

In 2010, la Francaise des Jeux established its position as a key
player in online betting.

In 2010, la Francaise des Jeux confimed its place as the number
one partner of French sport. For 30 years, it has supported and
accompanied French sport by contributing to the National Centre
for Sports Development (Centre National pour le Développement
du Sport, or “CNDS") to the tune of nearly 75% of its total
budget. Since 1980, a total of more than €4 billion from la
Francaise des Jeux has been used to build or renovate sport
facilities, support amateur clubs and develop the practice of
sport for all. This contribution amounted to €177m in 2010. The
CNDS contribution will increase in 2011: under the 2011 Finance
Act, a special 5-year levy of 0.3% will apply to player stake on

la Francaise des Jeux’s lottery games. This special levy to
supplement the basic levy of 1.8%, aims to raise €120m to
finance the renovation or construction of stadiums for the Euro
football playoffs in 2016. This additional contribution will have
no impact on the player.

In parallel, la Francaise des Jeux supports the French National
Olympic and Sport Committee ( Comité National Olympique et
Sportif Francais, or "CNOSF") and is a partner of three sport
leagues and five federations: the professional football league (LPF),
the national volleyball league (LNV), the women'’s basketball
league (LFB), the French rugby federation (FFR), the French tennis

federation (FFT), the French basketball federation (FFBB), the
French volleyball federation (FFVB) and the French handball
federation (FFHB).

The company also has a longstanding commitment to sport
sponsorship through its corporate foundation. Lastly, in 2010 it
signed a four-year renewal of its undertaking to sponsor its
cycling team - the favourite of the French people.

& A robust and active distribution network

The level of business observed in 2010 was largely based on the
dynamism of the brick-and-mortar distribution network which
recorded more than 96% of sales. The leading local network in
France, with 35,800 points of sale in more than 12,000
municipalities, la Francaise des Jeux’s network constitutes a key
commercial advantage. The economic environment for these
businesses—mostly bars, tobacconists, and newsagents—
remains difficult and explains the decrease (-767) in the number
of la Francaise des Jeux points of sale. In contrast, the success
of scratch games and sports betting benefi tted them overall.

Properly equipped points of salés a priority for the company.
Since 2005, la Francaise des Jeux has invested €140m in the
network; the level of investment should reach €170m by 2015,
with equipment that ensures security and appeal for players and
ease of processing for merchants. In this spirit, la Francaise des
Jeux continues to equip its network with terminals connected in
real time to centralised IT systems. Preparations for the future
deployment of gaming terminals were stepped up in 2010. The
project is being led in close consultation with retailers to respond
most effectively to their needs, especially from an ergonomic
standpoint, so as to preserve the fl uidity of transactions in the
checkout areas. The new terminal uses scanning, an innovative
technology that is easy to use and ensures zero errors in the
transcription of information.

The rollout of the new FDJ visual identity, which will be progressively
disseminated in the points of sale, was also tested with the retailers.

The development of the online offer had raised concerns among
retailers, but trends in network revenues have shown that the
convivial atmosphere and the information they can provide
continue to be an asset that draws players to them.

La Francaise des Jeux also pursued its policy of retailer training

with an array of solutions for various learning situations: initial
training on products, procedures and handling of the terminals
delivered in the regions, and extensive training in commercial
relations in the context of Responsible Gaming, provided at the
training centre in Vitrolles.

Lastly, the Group wanted to better understand and promote the
role of bar owners and operators, who are a key part of its network.
It thus sponsored the publication of Une Vie de Zinc, a book that
explains the essential role that bistros play in French society.
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& A recognised effort of continuous improvement

In late 2009, the company set up an Internal Control and Quality
Assurance system to improve the efficiency of its business
processes and the satisfaction of its customers and partners, as
well as to optimise its internal procedures for managing and
controlling its operations. This meant defining quality objectives
today in order to meet the challenges of tomorrow.

The effort was greeted in December 2010 with the award for “Best
Internal Control System”, which testifed to its success. The Internal
Control Awards were created in 2010 by the French Institute of
Audit and Internal Control (IFACI) in partnership with the fi rm
BearingPoint. The purpose of this event is to recognise the best
practices in the fi eld of internal control, risk management and
auditing. The award won by la Francaise des Jeux recognises its
innovative approach in setting up an Internal Control and Quality
Assurance system that secures the company’s business methods
and strengthens the management of its operations through properly
steered, optimised and efficient processes, all based on the principle
of continuous improvement. It rewards years of work alongside
employees who participated in developing a common platform of
processes (Euro Millions certifi cation, WLA, I1SO 27001, 1ISO 9001,
etc.), in assisting the business units with drafting procedures, and
in establishing the working methods to enable the entities to obtain
ISO 9001 certification if they so wished.

The Network Administration department (NA) and Sales
Network Contact Centre (SNCC), both based in Vitrolles, are
certified ISO 9001.

The NA was certifi ed ISO 9001 for the fi rst time in December
2010. Among other things, this certification recognises the

implementation of process management with the creation of
"process owners” and "co-owners” within the department,
demonstrating the involvement, motivation and professionalism
of everyone, and a focus on meeting the needs of the sale agents.
In mid-December 2010, the SNCC received ISO 9001 certiftation
for the third consecutive year. This result shows, year after year,
that a continuous improvement process is in place which satisfies
the retailers and sale agents. This effort relies in particular on
powerful production tools and on the commitment of all
employees.

Furthermore, in November 2008, la Francaise des Jeux received
I1SO 27001 certification for its entire game design and operation
business, becoming the first game operator and the 11™ French
company to achieve this international standard relating to the
establishment and continuous improvement of an Information
Security Management System. In December 2008, la Francaise
des Jeux was certifi ed WLA/SCS (Security Control Standard),
which covers many aspects of security-specific activities in respect
of lotteries. Security is a fundamental value of the company
because it is the basis of the contract that binds it to the players
and to society.

After annual reviews in November and December 2010, the WLA
and ISO 27001 certifi cations were confirmed, with no major or
minor “non-compliance” issues identified at that time.

GROUP RESULTS

3.1. CONSOLIDATED INCOME STATEMENT

In millions of euros

20092010/2009 change

Player spend

Revenue from ordinary activities
Operating profit

Financial income

Corporate income tax

10,551.49,997.4554.05.5%
1,242.41,179.962.55.3%
99.5105.9-6.4-6.0%
28.621.67.032.5%
47.044.12.96.6%

Consolidated net profit

83.284.9-1.7-2.0%

Player spend for the Group totalled €10,551.4m, an increase of 5.5% compared to 2009.
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Revenue from ordinary activitiescame to €1,242.4m, compared to
€1,179.9m a year ago (up 5.3%). This figure included €1,215.9m in
gaming revenue and €26.6m in other revenue.

Gaming revenue, corresponding to commissions received by
la Francaise des Jeux for its remuneration and that of its distribution
network, as well as unclaimed prizes on scratch games, came to
€1,215.9m, or 11.5% of player stake, the same as in 2009. The
breakdown of player stake and revenue from games are analysed in
section 4, "Parent company's results”.

Other revenue mainly consists of revenue from rental of
merchandising systems to sale agents and retailers, recognised by
la Francaise des Jeux in its financial statements, and sales of
maintenance and software development services provided by LotSys.
This revenue decreased by 4.7% year-on-year.

Operating profit came in at €99.5m in 2010, compared to €105.9m
in 2009, a 6% dedline.

Operating expenses, up by 6.4%, were mainly composed of
external purchases and expenses 66.9% of which corresponded
to distribution network costs. The latter increased by €31.3m (up

5.3%) due mainly to the increase in sales of scratch games, for
which sale agents receive higher commissions. In addition,
expenditure on advertising, sponsorship and patronage increased
by 25.6%, as promotion of the sports offer was stepped up in
preparation for the liberalisation of the online gaming market.

The increase in personnel expenses was due mainly to the
increase in the Group's weighted average headcount, which rose
from 1,328 in 2009 to 1,416 in 2010.

Other operating expenses in 2010 mainly related to the
amortisation of goodwill (€3.1m), whereas in 2009 these
corresponded to termination fees paid to some sale agents having
ceased operations (€3.4m).

Financial income amounted to €28.6m against €21.6m in 2009,
up 32.5%, due to the expiration of two investment positions and
the change in fair value of derivatives.

Corporate income tax consists of deferred tax and tax payable.
Derivatives were significantly impaired in 2009, which had generated
deferred tax assets; this was not the case in 2010, resulting in an
increase in tax payable for this year.

Consolidated net income came to €83.2m, down slightly by 2%
compared to 2009.

The revenue and net profit of consolidated subsidiaries breaks down as follows:

In thousands of eurosCompany revenueChangeContribution to

20092010/2009

La Francaise d'Images
LotSys

La Francaise
de Motivation

5,7626,176- 414218763760884
7,4186,734684859- 21- 5- 83

La Pacifique des Jeux

Société de Gestion

de I'Echappée

FDJ Développement 1,3681,377-9 -- 176- 181- 59

1,4071,407149- 1,163- 1,681
530530232- 14,343- 10,816

3737 - -496- 9- 8

Laverock von Schoultz
LB Poker**

La Francaise
de Patrimoine

- Management 9,5079,43869 -295253258

companies

- Le Havre Jeux 98693749 -247245178

Distribution

Internationale des Jeux ----932-204- 157

- Beijing ZhongCai
Printing Co*

Services aux Loteries 2,7952,72471578581517

en Europe**

13,09414,290- 1,19669181293361
12,45710,3592,0982,4291,0681,0891,201
9,40012,378- 2,978474135141161

Net profitContribution to

revenue from consolidated net profit

ordinary activities
201020102010

2009

18,98713,9185,069 -5,8002,1461,439

Total subsidiaries
and affiliates

83,74878,3685,3805,008- 5,728- 7,9544,192

- Sub-subsidiaries * Equity-accounted company ** Proportionately consolidated company
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The parent company represents most of the Group's performance,
contributing €91.9m to the consolidated net proft. The share of
la Francaise des Jeux's contribution (€78.9m) to consolidated net
profit mainly refl ects the restatement of regulated provisions
(+€3.2m), the neutralisation of dividends received from subsidiaries
(-€2.3m) and internal depreciation (+€9m), the valuation of

3.2. GROUP BALANCE SHEET STRUCTURE AND CHANGES

In thousands of euros 2010

Non-current assets
Current assets

Total Assets

Shareholders' equity
Non-current liabilities
Current liabilities

Total Liabilities

financial instruments (+€1.5m), the share of the sale to minority
shareholders of the FDJ® trademark (+€1.8m) and the spread over
several periods of a property lease termination fee (+€1.4m).

20092010/2009 change

716.3589.2127.121.6%
1,012.21,131.5- 119.2- 10.5%
1,728.51,720.77.90.5%

613.3629.5- 16.2- 2.6%

227.8222.45.42.4%

887.4868.718.72.2%
1,728.51,720.77.90.5%

Non-current assets and current assets are more than 70%

comprised of financial assets. Their change is mainly due to the

adjustment of the Group's short-term investment policy: due to

the steepening of the yield curve, the Group opted to extend the
maturity of its 3-, 9- and 12-month investments. This was offset
by a reduction in cash and cash equivalents.

The €16.2m reduction in shareholders’ equity stems mainly
from the decline in transferable equity, partially offset by an
increase in reserves.

The increase in non-current liabilities mainly reflects deferred
taxes relating to the various consolidation restatements.

Current liabilities consist primarily of distributable winnings,
current player funds, network payables and state levies on gaming:

- Winnings payable and for distribution correspond to prizes
for scratch games and draw-based games to be put back into
play and unexpired winnings to be paid by la Francaise des Jeux,
as well as expired winnings. This figure was down €22.2m from
that in 2009, which factored in major prizes won in December.

—Current players' fundscorrespond mainly to unclaimed prizes
on draw-based games and retained winnings for future draws.
The reduction of €41.6m is mainly due to the use of funds for the
two super jackpots at Christmas and New Year's Eve, as well as
Amigo promotions. In addition, at the end of 2010, all LOT®and
Euro Millions winnings had been won, in contrast to end 2009
which had more than €10m in retained winnings.

— Network payables relate mainly to commissions due to sale
agents. Their increase (€15.7m) is due to a calendar effect and
stronger activity in late December 2010 than in late December 2009.

—The increase ingovernment levies on games(€52.1m) is mainly

related to the level of the permanent fund surplus, which stood at
€72.3mat 31 December 2010 against €7.1m at 31 December 2009.

o

PARENT COMPANY’S RESULTS

No change in accounting principles or valuation methods took
place in 2010.

4.1. PARENT COMPANY INCOME STATEMENT

4.1.1 Gaming revenue (player stake)

Gaming revenue totalled €10,551.4m in 2010, a 5.5% increase
compared to 2009. Sports betting revenue increased by 45.8%

and scratch game revenue by 10.6%, while draw-based game
revenue declined by 4%.



LA FRANCAISE DES JEUX — 15

The top games in terms of player stake were the following:

In millions of euros

Rapido
LOTO® et SUPER LOTO®

2010 % of

total pl.

1,552.414.7%- 8.8%
1,538.314.6%- 5.0%

2010/2009
change

Euro Millions 1,103.810.5%3.2%
Keno 553.75.2%- 3.4%
JOKER+® 258.42.4%0.0%

Autres 113.31.1%- 0.4%

Draw-based games 5,119.848.5%- 4.0%

€1 games 551.25.2%-17.7%
€2 games 1,683.816.0%- 5.2%
> €3 games 1,958.518.6%47.2%
Other 96.10.9%- 7.1%

Scratch games 4,289.640.7%10.6%
Lottery game sub-total 9,409.489.2%2.1%

Network 1,051.110.0%41.9%
Internet 91.00.9%112.3%

Sports betting 1,142.010.8%45.8%

TOTAL GAMES 10,551.4100.0%5.5%
of which multimedia 376.03.6%19.2%

« Draw-based games

Draw-based games accounted for 48.5% of total player stake in
2010 and contributed €5,119.8m to la Francaise des Jeux’s
revenues. Player spend on the range was down 4%, primarily
attributable to Rapido and Loto®.

The natural erosion of Rapido, which has been running for 12
years and represents nearly 15% of player stake, continued. To
replace it, Amigo, a new-generation draw-based game anchored
in the values of entertainment and conviviality, was launched in
four French regions (Alsace, Nord, Aquitaine and Midi-Pyrénées)
in October 2010. Loto® is still the leading draw-based game, with
player stake of €1,538.3m, down 5% compared to 2009 due to
only one Friday the 13 in 2010 against three in 2009. Euro
Millions, on the other hand, benefi ted from “roll-over” super
drawings resulting in the offer of four jackpots of €100 million
and above, and translating to an increase of 3.2% in player stake
on this game. Keno, which was not updated during the period,
recorded a natural erosion of its participation rate and a decline
of 3.4% in player stake Joker ®, with player stake stable compared
102009, underwent a makeover in September. Now a stand-alone
draw-based game, it was given a new identity, enhanced game
mechanics, its own playslip, a unique playing option (+1/-1) and
an innovative communication campaign. The initial results of this
new formula have been very satisfactory.

& Scratch games

Business on scratch games rose 10.6% in 2010, and represented
40% of total player stake. This growth was driven by €3 and
above games with the other segments showing weaker results.

Player spend on €1 games totalled €551.2m, down 17.7%
compared to 2009, mainly due to the end of the limited-time
game Ange ou Démon? and the absence of news on other
games in this segment, other thanBanco. Launched in 1990 and
unchanged since 2004, in April Banco became Banco Plus, a
game that offers more to scratch and more to win, more often.
Thus changed, this game posted growth in player stake of more
than 26% to become the number two €1 game behindaoal and
ahead of Numéro Fétiche.

Player spend on €2 games fell by 5.2%, to €1,683.8m, compared
to €1,775.6m in 2009. The decline in player stake on mainstay
games such as Solitaire and Millionnaire, and the end of the
limited-time Poker game largely explain this change. The
makeovers of Black Jack and Astro, however, helped to partially
offset this decline. With modernised scratch cards and a more
appealing formula thanks to an increased prize payout to players,
these games saw their player stake rise by 23% and 18%,
respectively.

Games at €3 and above posted a rise of 47.2% in player stake,
owing to the continued success of Cash 500 000 € , a new
addition of which was offered to players in February 2010. This
game represents 60.7% of player stake in this segment, growing
79% to top the €1 billion mark. The growth of this segment was
also buoyed by the success of Top Départ and Crescendo.
Launched on 11 March for six months, Top Départ immerses
players in the world of Formula 1 racing. Crescendo, previously
offered at €1, was also redesigned; since 8 November, and for a
limited time, it has been sold at €5 and offers a generous array
of prizes.

Lottery games generated total revenue of €9,409.4m in 2010, an
increase of 2.1%.

& Sports betting

Sports betting rose sharply in 2010, with player stake amounting
to €1,142.0m, against €783.5m in 2009, a 45.8% increase.
Stakes collected in the brick-and-mortar network, under
monopoly, totalled €1,051.1m, up 41.9% compared to 2009,
while stakes collected online, in competition, came to €91m,
a year-on-year rise of 112.3%. Sports betting accounted for
10.8% of sales in 2010, against 7.8% in 2009.

The increased sports activity shows the appeal of the
ParionsSport and ParionsWeb offers, launched in late 2009
modernised and enhanced in 2010 to better meet players’
expectations.
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These offers also benefied from regulatory changes authorising
the increase in the prize payout toplayers. Finally, the football
World Cup, a major sporting event, was a resounding success.

4.1.2. Distribution of player stake

The €10,551.4m in player stake were distributed between
players, the hedging of counterparty risk, French public fnance
and la Francaise des Jeux.

The amount paid out to playerswas €6,788.9m. This fgure was
up by 7.6% over 2009, mainly due to the increase in prize payout
to players on sports betting, both in the brick-and-mortar network
as well as online.

Legislative changes authorised the increase in the maximum payout
from an average of 75% to 85% and as a result, the rate of
redistribution to players rose from 63.1% to 64.3%.

Allocation to counterparty funds, net of counterparty spreads,
totalled €76.1m and represented 0.7 % of player stake in 2010
compared to 0.4% in 2009. These funds are intended to hedge
the counterparty risk of certain games, i.e. the risk that the total
prize amount actually distributed to winners is higher than the share
of player stake set aside for this purpose, in accordance with the
requirements of the Budget Minister’s decree. The increase in net
provisions is linked to the rise in player stake and changes in
counterparty spreads.

Government levies on player stake (including VAT on gaming
revenue, tax on winnings and rounding of winnings, excluding the
permanent fund surplus) totalled €2,516.0m, down 0.6% compared
with 2009. These represented 23.8% of player stake, against 25.3%
in 2009, a decline attributed to the increase in prize payouts to
players.

Gaming revenue corresponds to commissions paid to la Frangaise
des Jeux and its distribution network, which totalled €1,170.4m, or
11.1% of player stake, unchanged compared to 2009.

4.1.3. Other revenue and other operating income

Other revenue, mainly composed of rentals of point-of-sale
(POS) terminals and equipment to retailers, totalled €25.4m, up
3.9% compared to 2009 due to the increase in the number of
real-time points of sale.

Revenue from ordinary activities, composed of gaming
revenue and other revenue, amou nted to €1,195.8m, against
€1,138.4m in 2009.

Other operating income consists primarily of unclaimed prizes
on scratch games (+ €7.2m) and capitalised production (+ €2.8m).

Operating income amounted to €1,256.1m, up 5.5% compared
to 20009.

4.1.4. Operating expenses

Operating expenses came to €1,131.2m, versus €1,072.4m in
2009 and are broken down as follows:
2010

In millions of euros 20092010/2009 change

External purchases and 963.9915.648.35.3%

expenses

of which distribution 639.9609.330.65.0%

network costs

11.815.1-3.4-22.3%
84.578.46.17.8%
58.355.42.95.2%

Taxes and duties
Personnel expenses

Allowances for
depreciation and
provisions

12.87.85.064.0%
1,131.21,072.458.85.5%

Other expenses

Total operating

expenses
External purchases and expenses represent 85.2% of
operating expenses in 2010. These mainly include the distribution
network costs of la Francaise des Jeux in the amount of €639.9m,
up 5% compared to 20009.

Excluding distribution network costs, external purchases and
expenses came to €324m, a 5.8% increase. These mainly relate to:
— expenditure on advertising and sponsoring (32.4%)

— general subcontracting (17.9%)

—maintenance (15.2%), based on the number of points of sale and
the equipment installed

—postage, telephone and leased lines (7.2%), unchanged from 2009
— fees (5.7%), which were higher in 2009 because of work done
ahead of the opening up of the market;

— studies and research (5.5%), particularly relating to the internal
organisation, the management of risks and security, and the new
corporate website.

The change in taxes and duties (-€4m) is mainly due to the
elimination of the business tax (taxe professionnelle) , which was
replaced by the “regional economic contribution” (contribution
économique territoriale).

The increase in personnel expenses is mainly due to the increase
in the weighted average headcount, from 985 in 2009 to 1,040 in
2010.

The increase of €2.9 million in depreciation and provisions is
mainly due to the rise in capital expenditure.

Other expenses primarily consist of royalties, copyrights and
reproduction rights. These expenses, which rose by €4.1m in 2010,
are mainly related to partnerships with sport organisations and the
team of sport experts.
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4.1.5. Operating profit

The increase in business explains the rise in operating profi t by
€6.8m (up 5.7%) to €124.9m.

4.1.6. Financial income

Financial income amounted to €20.1m in 2010, against €30.4m in
the previous year. The interest recdved by the company on its short-
term investments was up €9.5m compared to 2009 due to the
maturing of two investments and the extension of the maturities
of short-term investments to take advantage of higher yields.
Elsewhere, gains on disposals of marketable securities generated
less revenue than in the previous year (-<€3m). Moreover, given the
volatility of rates, very few FRA and FLOOR contracts were concluded
in 2010 whilst the hedges put in place in 2009 had generated
interest of more than €5.7m. Lastly, the increase in financial
expenses relates to the amortisation of the company’s participating
interestin LB Poker (securities and shareholders’ loan) in the amount
of €10.3m.

4.1.7. Extraordinary proft

The decline of €7.3m in extraordinary profi t compared to 2009
is primarily due to changes in accelerated depreciation.

4.1.8. Net profit

The provision for employee profit-sharing and incentives, net of
reversals, amounted to €10.4m. Corporate income tax of €44.9m
reflected a decline of €1.2m. The net profi t of €78.9m was
€11.6m lower than in 2009.

4.2, STRUCTURE AND EVOLUTION OF THE PARENT
COMPANY BALANCE SHEET

The gross value of intangible assets and property, plant and
equipmentwas€513.1m at 31 December 2010 compared to €471.9m
in 2009.

Capital expenditure in 2010 totalled €48.4m and was principally
due to:

—production information systems, business applications and licences,
and the sports betting platform;

—the distribution of point-of-sale terminals and equipment. Disposals
of non-current assets for a gross amount of €7.2m relate primarily
to point-of-sale fixtures and equipment.

The increase in gross financial assets of €30.4m mainly reflects
the participating interest in th e creation of LB Poker and the
acquisition of LVS.

Shareholders’ equity amounted to €607.0m, against €608.9m
at 31 December 2009.

Provisions for contingencies and losses , amounting to
€21.3m, an increase of €4m compared to 31 December 2009,
mainly concern employee benefits.

The increase in net non-current assets of €16.6m, higher than
the change in equity (-€1.9m) and provisions for contingencies
and losses (€4m), explains the decrease in working capital by
€14.5m to €420.17m at 31 December 2010.

The working capital requirement is negative at €714.8. This
funding resource, generated mainly by gaming-related activity,
is lower by €29.6m than at the end of 2009 due to:

— a reduction of €24.7m in winnings payable which in 2009
included significant sums won in December, particularly on Euro
Millions and Keno;

— an increase in distribution network payables of €30.1m to
retailers due to calendar effects and an increase in business
between the end of 2009 and the end of 2010 and of €15.7m
to sale agents owing to greater scratch game activity in late 2010
than at the same time in 2009;

—an increase of €52m in government payables, mainly caused
by a rise in the permanent fund surplus (€72.3m at the end of
2010 against €7.1m at the end of 2009) which was partially
offset by a €16m decline in the amount payable to the general
tax fund.

Net cash amounted to a €1,134.8 million at 31 December 2010,
a decline of €44.1m compared to 31 December 2009. It
represents 67.6% of the total balance sheet as at 31 December
2010.

The decrease in net cash breaks down as follows:

In millions of euros

2010 net profit 78.9
of which non-cash income and expenses* 56.9
Change in net gaming receivables and payables -44.9
Change in inventories and operating receivables and 15.3
payables

Cash flow from operating activities 106.2
Acquisitions of non-current assets, -70.3
new loans and deposits

Proceeds from asset disposals and loan repayments 3.9
Cash flow from investing activities - 66.3
Dividends paid -84.0
Cash flow from financing activities -84.0
TOTAL NET CASH FLOW** -44.1

* Mainly depreciation expenses and reversals.
** Net cash flow of bank accounts with a credit balance and provisions for impairment of
investment securities.
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GROUP’S OUTLOOK FOR 2011

In 2011, the market for onlinesports betting should continue
to grow, albeit at a slower pace than in 2010 because the year
features no major sporting event such as the World Cup. The
priority of la Francaise des Jeux will be to capture market share,
with an announced target of 25% in 2012. This will be achieved
mainly through the growth of live betting, which currently
represents 31% of the website’s activity and which la Francaise
des Jeux intends to increase to 50%, on a par with its
competitors.

Draw-based games will get a boost mainly from the relaunch
of Euro Millions and the continued testing of Amigo. The
purpose of relaunching Euro Millions is to reposition the game
on its main promise, by stepping up the pace of jackpot growth
through a new matrix and adding another weekly draw on
Tuesdays. In addition, a 13%" tier of winnings will be added to
the prize table.

Scratch games will also enjoy robust momentum with the
launch or relaunch of a dozen games in the brick-and-mortar
network and on the Internet in order to increase the site’s
appeal and expand the pool of players by diversifying the game
mechanics and themes offered.

Overall, business should continue to grow in 2011 though less
robustly than in 2010, the year the market was opened to
competition.

The year will also see the launch of the 2011-2018igital plan,
intended to boost sales momentum in the network and support
the growth of the multimedia business. Its provisions include
elevating the profile and role of gaming websites in support
of the points of sale and developing a gaming model based
on the values of proximity, conviviality and responsibility.

OTHER INFORMATION ON THE PARENT COMPANY

6.1 SHAREHOLDING

The share capital of la Francaise des Jeux is €76,400,000. The par value of the 200,000 shares is €382. Shareholders owning at least

5% of the share capital at 31 December 2010 were as follows:

Number of shares % of capital

French government
Union des Blessés de la Face et de la Téte
FDJ employees' mutual fund

Other (individually holding less than 5% of the share capital)
Total

144,00072.0%
18,4009.2%
10,0005.0%
27,60013.8%

200,000100%

6.2. NON-TAX-DEDUCTIBLE EXPENSES

Non-tax-deductible expenses concern the fraction of excess rent relating to company vehicles; these amounted to €131.7k in 2010

6.3. RESEARCH AND DEVELOPMENT EXPENDITURE

Research and development expenditures undertaken and expensed in 2010 came to €643k, compared to €1,073k in 2009. Development
expenditure consists exclusively of software included in development projects.

6.4. MATURITY SCHEDULE OF TRADE PAYABLES

Maturities
(D = closing date)
In thousands of euros

Payables due at

closing

Trade payables
Suppliers of capital equipment

TOTAL payable

Maturities at 15
toD + 30

Total trade
payables

Maturities at D +
31toD + 60

Maturities beyond
D + 60

1,7979,84233,1021,32746,068
2612,0738,2031,61412,151
2,05811,91541,3052,94158,219

* Including accounts payable debit balance.
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6.5. PRINCIPAL RISKS AND UNCERTAINTIES

These risks are described in the notes to the consolidated fiancial
statements in section 11, “General operating risks”.

6.6. EQUITY INVESTMENTS

Two companies were added to the scope of consolidation of la
Francaise des Jeux:

—LVS, wholly owned by la Francaise des Jeux, was fully consolidated
— LB Poker, 43.84% owned by la Francaise des Jeux, was propor-
tionately consolidated. LB Poker controls Barriére Interactive
Gaming without holding a percentage interest.

6.7. SUBSEQUENT EVENTS

French decree No. 2011-252 of 9 March 2011 relating to the Gaming
Advisory Committee (Comité Consultatif des Jeux, or “CCJ"), specifes
the conditions for appointing members to the various sub-committees
and defines their procedures for referral, organisation and operation.

The CCJ comprises the Collége (an expert panel), the Observatoire
des Jeux (gaming observatory) and two specialised committees: an
advisory committee on table games and casino gaming, and an advi-
sory committee on gaming and betting under exclusive rights.

According to a decree published 12 February 2011 in the Journal
Officiel, the CCJ, which has jurisdiction over all betting and gaming
in France, will be under the supervision of the Ministries for the
Interior and the Budget, and not the Prime Minister, as provided
under the Act of 12 May 2010.

In addition, in February 2011, Groupe Lucien Barriére and Caesars
Entertainment signed a three-year partnership, making Barriére the
host in France for the World Series of Poker Europe (WSOPE). In
October 2011, the WSOPE will be held for the fist time in Cannes
at two establishments of the Barriere network. The partnership also
has an Internet presence with BarrierePoker.fr, which will organise
qualifying tournaments for the WSOPE and for the World Series of
Poker held each summer in Las Vegas and which, in 2010, brought
together 72,000 participants from 117 countries.

6.8. SUMMARY OF RESULTS FOR THE LAST FIVE FINANCIAL YEARS
In accordance with the provisions of Articles R.225-81-3° ancR.225-83-6° of the French Commercial Code, the table below summaises

the company's results in each of the last five financial years.

In thousands of euros 2010
CAPITAL AT YEAR-END
Share capital

Number of shares outstanding

2009200820072006

76,40076,40076,40076,40076,400
200,000200,000200,000200,000200,000

OPERATIONS AND RESULTS
Turnover from games (player stake)*
Gaming revenue

Profit/loss before tax and employee profit
sharing, depreciation and provisions

Corporate income tax
Employee profit-sharing
Net profit

Dividends distributed

10,551,4279,997,4149,202,9329,306,2629,473,316
1,170,4391,113,9201,024,8501,049,7211,098,685
200,749188,273205,568219,411230,380

44,92546,08844,34551,66358,869
5,9636,1075,2386,5397,149

78,93790,512113,499118,230113,510

77,20084,00092,000118,200111,600

EARNINGS PER SHARE (in euros)

Profit/loss after tax and employee profit-sharing
and before depreciation and provisions

Net profit

Dividend allocated**

749.31680.38779.92806.04821.81

394.68452.56567.50591.15567.55
386.00420.00460.00591.00558.00

EMPLOYEES
Weighted average headcount
Payroll

Amounts paid for employee benefits (Social security
contributions, other benefits, etc.)

Amounts paid for employee benefits, including
taxes on wages

1,040985925913940
55,41451,86447,10544,80743,490
27,35325,15022,90821,60121,027

31,56228,65827,20325,42424,352

* Game revenue corresponds to player stake, regardless of the distribution channel.
** Dividends for the 2010 year submitted to the AGM of 26 May 2011.
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OPERATIONS, RESULTS AND OUTLOOK FOR THE
GROUP'S SUBSIDIARIES AND AFFILIATES

7.1. SUBSIDIARIES AND OTHER ENTITIES OF THE FRENCH
GAMING BUSINESS

& La Francaise d’'Images

La Francaise d'Images is involved in all manner of audio-visual
production, mainly for the internal requirements of la Francaise
des Jeux, and is also responsible for managing studio sets for la
Francaise des Jeux programmes.

Despite the production of new sports programmes, its business
volume in 2010 totalled €13.1m, down 8.4% from 2009 due
mainly to the cessation of the Millionnaire programme in July
2010, changes in the fiming of Keno and the end of programme
filming services for parties outside the Group. Operating
expenses also fell, by 7.5%, and operating profi t was reduced
by €0.2 million (-36.8%) to €0.3 million.

Improvements in financial income (+€0.02m) and exceptional
items (+€0.2m) served to limit the decline in net profi t, which
amounted to €0.2 million (-8.5%).

& La Francaise de Motivation

La Francaise de Motivation is a travel agency and business travel
consultant which primarily organi ses trips and events for prize-
winners and for the distribution network of la Francaise des Jeux
Group, its main client.

The travel business was down 24% in 2010 compared to the
previous year, which had been boosted by a deferral of travel
relating to competitions organised for retailers in 2008. The
company’s other activities were also down: hosting winners
(-47%), retailer promotion (-23%) and retailer training (-25%),
resulting in a 14% reduction in operating profi t. With financial
income and exceptional items also in decline, net profi t fell by
€0.02m in 2010 to €0.1m.

This downward trend should continue in 2011, though with a
stabilisation of net profit.

« FDJ Développement

FDJ Développement acts as the sale agent for la Francaise des
Jeux in the French overseas départements of Martinique,
Guadeloupe and French Guiana.

In 2010, player stake in its sector totalled €110.7m, down 0.6%
compared to 2009 due to lower activity in real-time games,
particularly Loto®/Super Loto® and Keno. This decline was partially
offset by an increase of more than 27% in player stake on sports
betting and of 1.2% on Rapido. The scratch range also increased
by more than 4% thanks to the Cash 500 000 € game.

The virtual stagnation of player stake kept corresponding operating
revenue from covering the rise in expenses (mainly personnel
expenses). The operating loss came to €0.2m, compared to a
profit of €0.6m in 2009. The company posted a net loss of €0.1m,
against a net profit of €0.6m in 2009.

» La Pacifique des Jeux

La Pacifique des Jeux is the licensed operator of lottery games in
French Polynesia, under an agreement signed by la Frangaise des
Jeux with the Polynesian government.

In 2010, the stakes collected by la Pacifi que des Jeux amounted
t0€39.8m, down 6.2% from the previous year, mainly due to the
erosion of draw-based games (-12.2%), especially Euro Millions.
In contrast, scratch games posted growth of 29.6%, buoyed by
the success of the Cash game which alone accounted for 30%
of the range. The fall-off in activity resulted in a commensurate
decline in revenues (-6.9%) and operating proft (-12.2%), despite
a reduction in operating expenses (-4.9%). Net profi t came to
€0.8m, a decrease of 14.4% over the period.

InFY 2011, efforts will focus on the relaunch of Euro Millions and
the launch of two new scratch games.

« La Francaise de Patrimoine

La Francaise de Patrimoine is the umbrella management company
for commercial sectors left vacant by the departure of sale agents
from the business. It also receives income from leasing a property
located in Vitrolles to la Francaise des Jeux.

The operating loss, relating only to the rental business, was
unchanged at €0.01m. Financial income amounted to €0.5m,
up €0.1m compared to 2009 due to higher dividends from
subsidiaries—primarily Le Havre Jeux Distribution—for the 2009
financial year. La Francaise de Patrimoine generated a net proft
of €0.5m in 2010, up 29.6% over the previous year.

» Commercial management companies

As of 31 December 2010, the day-to-day administration of fiteen
sectors was being handled by la Francaise des Jeux through
simplified limited liability companies (sociétés par actions
simplifiées) controlled by la Francaise de Patrimoine.

Revenue generated in 2010 by all such management companies
totalled €9.5m; as per the service agreement with la Francaise des
Jeux, this amount corresponds to expenses incurred plus a 5%
margin. Net profit came to €0.3m, up 4.5% compared to 2009.

& Le Havre Jeux Distribution

In April 2004, management of the Le Havre sales sector, still
covered by a sales agency agreement, was turned over to Le
Havre Jeux Distribution, whose share capital is almost entirely
held by la Francaise de Patrimoine.

In 2010, revenues from Le Havre Jeux Distribution rose 6.2%.
This was attributable to a 4.4% increase in total player stake
relating mainly to scratch games, the most profitable range.
Operating expenses, mainly consisting of property rentals
(buildings and vehicles) and personnel expenses, totalled
€0.63m. The subsidiary turned a profi t of €0.25m compared
to0 €0.18m in 2009.
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» Société de Gestion de I'Echappée (SGE) and Association
I'Echappée

Société de Gestion de I'Echappée manages the cycling team of
la Francaise des Jeux under the visual identity of FDJ. The
Association I'Echappée is responsible for ethics issues, defining
the sport programme and for managing all activities relating to
amateur cycling. It owns 66% of the shares of Société de Gestion
de I'Echappée, subject to a call option held by la Francaise des
Jeux, which owns the remaining 34%.

The Board of Directors of la Francaise des Jeux voted on 12 June
2008 in favour of a resolution allowing the extension of the
sponsorship agreement for 2009 and 2010 with a maximum
annual endowment of €5.5 million. On 16 December 2009, the
Board of Directors of la Francaise des Jeux approved an additional
subsidy of €1.0m for 2010, or a total of €6.5m in subsidies for
2010 compared to €5.9m in 2009.

Operating expenses rose during the year, to €8.2m.

SGE posted a near break-even result in 2010, against a loss of
€0.2m in 2009. In terms of sporting results, in a still very
competitive environment, the team’s members, who adhere to
la Francaise des Jeux's code of conduct, performed well in 2010,
especially in major international races, though they did not
always achieve expected results.

On 23 June 2010 the board voted to extend the partnership for
four more years, and to increase funding for SGE to a maximum
of €8.7m. The resulting recruitments should boost the team'’s
prospects.

7.2. INTERNATIONAL SUBSIDIARIES
& LotSys

LotSys was set up to develop, manufacture, market and supply
equipment, software and services for the lottery and sports
betting sector. The majority of its business today comes from
specific products developed for la Francaise des Jeux.

In 2010, revenue amounted to €12.4m compared to €10.4m
in 2009 (+20%). The growth of the business mainly refl ects
the increase the number of in projects for la Francaise des Jeux
Group (+€1.1m), primarily relatingto the opening of the online
sports betting and poker markets and the integration of the
future Lottery terminal. Non-Group business increased by
€0.9m, following the award of two new contracts with Loterie
Romande.

Through this strong growth in business and a controlled
increase in operating expenses (€1.2m, up 12%), operating
profit rose by €0.8m. Financial income was down for the period
(-€0.03m) due to the fall in short-term interest rates. Corporate
income tax increased by €0.9m, a result of no research tax
credit this year (against €0.6m for 2008-2009). Consequently,
net profit was down slightly compared to 2009, totalling €1.1m,
against €1.2m the previous year.

In 2011, LotSys will continue to provide maintenance and
development services for la Francaise des Jeux. At the same

time, it plans to strengthen its export business under its
partnership agreement with Morpho (Sagem), as well through
the development of innovative technical solutions. Lastly,
LotSys was awarded a development contract with TATTS, an
Australian lottery group, which will, for the most part, be
carried out in the first half of 2011.

« Laverock von Schoultz (LVS)

LVS is a software house based in London which specialises in
the creation and distribution of software for online gaming
and betting. In 2010, it generated the bulk of its business with
la Francaise des Jeux. Among other things, it carried out the
necessary technological developments to upgrade the
company’s sport range, including the live betting platform.

LVS was acquired by la Francaise des Jeux on 22 March 2010.
In 2010, the company's revenues totalled €1.6m; it posted an
operating loss as well as a net loss of €1.2m.

» Internationale des Jeux

In 2010, as in 2009, Internationale des Jeux's revenue
corresponded to the interest on its current account and
dividends received from joint venture BZP. Its net profit stood
at €0.9m compared to €0.6m in 2009.

7.3. EQUITY INTERESTS BELOW 50%
& Beijing Zhongcai Printing Co Ltd (BZP)

BZPis a lottery ticket printing company located in China. It is jointly
owned by Internationale des Jeux (37%), China Welfare Lottery
(43%) and Berjaya Group Limited, a Malaysian partner (20%).

The initial term of the company’s operating licence was set to
run until 23 November 2008. In May 2008, the Board of
Directors extended the licence for a further fi ve years. It also
approved the acquisition of a new production line intended to
grow the business which was put into service in 2009.
Revenues in 2010 rose 36.7% year-on-year to €19m, against
€13.9m in 2009.

Operating profit for the year grew to €7.6m, against €4.4m in
20009, an increase of 72.7%. Net profit came to €5.9m versus
€3.9m last year.

& Services aux Loteries en Europe (SLE)

SLE is a limited-liability cooperative company under Belgian law
based in Brussels, created in October 2003 to carry out common
operations for the Euro Millions game, such as drawings,
centralisation of numbers, payback ratio calculation and
arrangements for transferring funds between operators to
distribute winnings. The capital of the cooperative is held by the
ten participating lotteries, including la Francaise des Jeux which
owns 26.57%.
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The company is structurally profitable since it reinvoices 100% of
its expenses, some with a margin, to all its shareholders. In 2010,
it generated revenue of €2.8m, up 2.6% compared to 2009 due
to increased purchases of studies and services, as well as higher
personnel expenses. In contrast, other revenue was down by 21%
and net profit was lower by 9.6%.

SLE's business is expected to grow in 2011 with the relaunch of
Euro Millions and the introduction of a second weekly draw.

& LB Poker

LB Poker offers online poker through the BarrierePoker.fr website.
The joint venture, established on 25 May 2010, is 43.84% owned
by la Frangaise des Jeux, 43.84% by Groupe Lucien Barriere and
12.32% by Online Gaming 3D. It received a licence from ARJEL
on 26 July 2010, but actually launched its offer the following
autumn. Business in 2010 was therefore not representative, while
expenses relating to the company’s creation and the launch of
the offer were high. At 31 December 2010, LB Poker posted a
net loss of €14.3 million.

The company should see its business grow in 2011 including
through a full year effect.
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CONSOLIDATED
FINANCIAL
STATEMENTS

CONSOLIDATED BALANCE SHEET

In thousands of euros
Note 31.12.2009

Goodwill 5.13,910

Intangible assets 5.259,41440,662

Property, plant and equipment 5.3120,659132,948

Non-current financial assets 5.5510,361406,590

Other non-current financial assets 5.715,2723,985

Investments in associates 5.46,6554,972

Non-current assets 716,271589,157
Inventories 5.87,2236,859

Trade and other receivables 5.98,2227,996

Network receivables 5.10215,259173,760

Current income tax assets 6.64,4571,877

Current financial assets 5.5342,381132,445

Other current assets 5.965,59460,099

Cash and cash equivalents 5.6369,119748,464

Current assets 1,012,2551,131,500
TOTAL ASSETS 1,728,5261,720,657
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In thousands of euros Note m 31.12.2009

Share capital
Reserves

Other transferable equity

5.11.176,40076,400
5.11.2445,380440,950
9.2.27,44627,189

Translation adjustment 750- 138
Net income, Group share 83,22585,026
Total equity, Group share 613,201629,427
Minority interests 8998
Total equity 613,290629,525

Non-current provisions
Deferred tax liabilities

Non-current player funds

5.12.115,19912,617
6.616,39610,974
5.10196,216198,832

Non-current liabilities

227,811222,423

Current provisions
Trade and other payables
Network payables

Government gaming levies

Winnings payable and distributable, current player funds

Other current liabilities

5.12.210,6989,164
5.983,39761,780
5.10131,715115,966
5.10177,297125,221
5.10361,641436,504
5.995,05888,991

Tax liabilities payable 6.6764562

Other financial liabilities 5.526,85530,521

Current liabilities 887,425868,709
TOTAL LIABILITIES 1,728,5261,720,657
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CONSOLIDATED INCOME STATEMENT

In thousands of euros

31.12.2010 31.12.2009

Player spend

Government levies

Share returned to winners
Additions to counterparty funds

Miscellaneous revenues

10,551,4279,997,414
7.1-2,515,995- 2,531,316
- 6,788,863- 6,311,717
-76,129- 40,461
45,48238,165

Revenue from gaming activities 1,215,9221,152,085
Revenue from other activities 26,53227,853
Revenue from ordinary activities 1,242,4541,179,938

External purchases and expenses
Taxes and duties

Personnel expenses
Depreciation and provisions

Other current operating income and expenses

6.1930,212880,417
13,35416,786

6.2120,632107,427
65,07159,546

6.310,2436,565

Current operating profit 102,942109,197
Other operating income and expenses 6.4- 3,397- 3,266

Operating profit 99,545105,931
Finance income 29,91728,118
Finance expenses - 1,352- 6,540

Financial income

6.528,56521,578

Share of income of associates

5.4.12,1461,439

Income before tax 130,256128,948
Income tax expense 6.647,04044,082

Net income for the period 83,21684,866
Attributable to

— Minority interests -9- 160

— Owners of the parent company

83,22585,026

CONSOLIDATED COMPREHENSIVE INCOME
I )

Net income for the period 83,21684,866
Change in the value of assets held for sale* -12,5687,147
Change in exchange gains or losses 888- 150
Taxes on transactions recognised directly in equity 9.2.2-7,175815
Comprehensive income for the period 64,36192,678
Attributable to

— Minority interests -9-160

— Owners of the parent company

64,37092,838

* Including €11.8m in reclassifications to the income statement in 2010 (note 9.2.2).
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CONSOLIDATED STATEMENT OF CASH FLOWS

31.12.2010 | 31.12.2009

In thousands of euros Note |

OPERATING ACTIVITIES
Consolidated net income

83,21584,866

Non-cash items
Change in depreciation, amortisation and impairment of non-current assets
Change in provisions
Gains / losses on disposals
Change in deferred tax
Share of income from equity-accounted companies
of which dividends received from equity-accounted companies
Change in trade receivables and other current assets
Change in inventories

Change in trade payables and other current liabilities

61,57753,315
4,116- 227
-1,0531,108
6.63,955- 3,814
-1,152-749
994690
-40,021- 98,678
-364-278
4,982228,530

Change in working capital requirements related to operations
Change in current financial assets

Change in non-current financial assets

- 35,403129,575
5.5-209,936140,602
5.5-103,771- 206,299

Gains and losses on revaluation at fair value -16,3617,961
Change in current and non-current financial assets (including fair value) - 330,068- 57,736
Net cash flows from operating activities- 214,813206,338

INVESTMENT ACTIVITIES

Outflows related to acquisitions of intangible assets and property, plant and equipment
Outflows related to acquisitions of financial assets

Inflows related to disposals of intangible assets and property, plant and equipment
Inflows related to disposals of financial assets

Changes in loans and advances granted

Newly consolidated companies

Net cash flows used for investing activities-

- 60,691- 66,539
- 10,689- 1,168
1,164715
1,2621,429
247798
-11,982-
80,689- 64,765

FINANCING AND SHORT-TERM INVESTMENT ACTIVITIES
Dividends paid to ordinary shareholders of the parent company

Net cash flows used in financing and short-term investment activities-

- 84,000- 91,999
84,000- 91,999

Impact of changes in exchange rates 15775
Net increase (decrease) in cash and cash equivalents - 379,34549,648
Cash and cash equivalents at start of period 748,464698,816

Cash and cash equivalents at end of period

5.6369,119748,464
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CONSOLIDATED STATEMENT OF CHANGE IN EQUITY

In thousands of euros

ranslation
adjustment

Consolidated
reserves

Equity at 31 December 2008

Other transferable equityl"

76,400416,05119,22812

Income and expenses recognised directly in equity*

Net income for 2009

7,961

Total income and expenses for the period--7,961-

Allocation of 2008 net income 116,898

2008 dividends paid - 92,000

Change in translation differences - 150
Equity as at 31 December 2009 76,400440,95027,189- 138

Income and expenses recognised directly in equity* 3,404- 19,743

Net income for 2010

Total income and expenses for the period-3,404- 19,743-

Allocation of 2009 net income 85,026

2009 dividends paid - 84,000

Change in translation differences 888
Equity as at 31 December 2010 76,400445,3807,446750

* Income and expenses recognised directly in equity consist primarily of changes in the fair value of assets and related taxes.

NOTES

Q

GENERAL INFORMATION OF THE GROUP
1.1. GENERAL INFORMATION

La Francaise des Jeux is a semi-public limited company under
French law, subject to all the laws on commercial companies in

1.2. BACKGROUND OF LA FRANCAISE DES JEUX GROUP
(“THE GROUP")

La Francaise des Jeux operates in a regulated environment. \Whereas
the law of 21 May 1836 prohibited lotteries of any kind, Article 136 of
the Finance Law of 31 May 1933 repealed this general prohibition by
authorising the government to create the National Lottery as follows:
“Within one month after the date of promulgation of this Law, the
Government shall specify by decree the terms and condlitions for
organising and operating a lottery.....” Numerous decrees and orders
have since specified the terms and conditions of the National Lottery.

France, in particular the provisions of the French Commercial Code « The decree currently governing the organisation and operation of

and the provisions of the legal framework as described in Note
1.2. Its registered offi ce is located at 126 Rue Gallieni, 92643
Boulogne-Billancourt.

The French government holds 72% of la Francaise des Jeux, and
the Group'’s consolidated financial statements are integrated in
the government's combined accounts of its shareholdings.

the lottery games authorised by Article 136 of the law of 31 May 1933
is Decree No. 78-1067 of 9 November 1978, as amended. It delegates
the organisation and operation of games to a government-owned
company originally known as “Société de la Loterie Nationale et du
Loto National”, which then took on the name France Loto, followed
by la Francaise des Jeux.

Following the opinion of the Audit Committee of 14 March 2011, This decree conferred upon the company the organisation and

the Board of Directors on 23 March 2010 approved the
consolidated financial statements, which will be fi nal after their
approval by the Annual General Meeting of 26 May 2011.

operation of the games existing at the time: Loterie Nationale and Loto
National. Subsequently, other products were launched: Tac O Tac in
1984, Loto Sportif in 1985, scratch games starting in 1989, Keno in
1993, Rapido in 1999, fied-odds sports betting in 2003, Euro Millions
in 2004 and BINGO LIVE ® in 20009.
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Net income, Group shareT’otal equity, Group shareMinority interestTTotal equity

116,898628,589259628,848

85,02685,026- 16184,865

7,9617,961

85,02692,987- 16192,826

-116,898--

85,026629,42798629,525

- 92,000- 92,000

- 150- 150

83,22583,225- 983,216

-16,339- 16,339

83,22566,886- 966,877

- 85,026--

83,225613,20189613,290

The amended Decree of 9 November 1978 states that an order of the
Budget Minister sets out the terms under which the company carries
out its tasks in accordance with the objectives mentioned in Article 1
of the Decree, which relate to the protection of the public and social
order. The Budget Minister determines how the stakes collected are
distributed, taking into account the statutory levies on gaming (stamp
duty until 13 May 2010, levy to fiance the national sports development
programme (CNDS), social security debt retirement tax (CRDS),
supplementary social security tax (CSG) and tax and social security
levies on sports betting). In particular, the Minister sets the share of
player stake to be applied against the cost of the organisation and
operation of games by la Francaise des Jeux (and its network). The
games are distributed via a network of intermediaries, sale agents and
retailers, bound by contract to la Francaise des Jeux.

& Act No. 2010-476 of 12 May 2010 opened up the betting and
lottery games sector to competition and regulation, and authorised
and set the conditions for the operation of online sports betting,
horse race betting and poker games. Operators must fi rst obtain
approval from the authority in charge of regulating online games
and bets (Autorité de Régulation des Jeux En Ligne or “ARJEL"). La
Francaise des Jeux obtained a licence to operate online sports betting
games (ParionsWeb offer) on 8 June 2010 and for the operation of
online poker (via LB Poker, the joint venture with Groupe Lucien
Barriere) on 26 July 2010.

- 84,000- 84,000

888888

& Decree No. 2006-174 of 17 February 2006, which amended the
1978 Decree, established, under the Budget Minister, an “Advisory
Committee for the Implementation of Gaming Policy and Responsible
Gaming” (Comité consultatif pour la mise en ceuvre de la politique
d'encadrement des jeux et du Jeu Responsabler "COJER"), composed
of qualified experts and representatives from the French Ministries of
Health, the Interior, Youth and Sport, in addition to a representative of
the Budget Minister.

This Committee is responsible for advising the Minister on the gaming
policy for la Francaise des Jeux. Among other things, it gives its opinion
onthe approvals that the Minister must issue for the company’s gaming
programme and the action plans implemented to meet the objectives
set forth by the Decree, as well as the statutory obligations in combating
money laundering. Since 1 October 2004, la Frangaise des Jeux has
been subject to the “obligations relating to the fight against money
laundering and the fi nancing of terrorism” set out in the French
Monetary and Financial Code.

& In matters of control, the company, like all limited companies, has
anindependent auditor. It is further subject to the state control of public
sector entities pursuant to Decree No. 53-707 of 9 August 1953,
business and financial audits pursuant to Decree No. 55-733 of 26 May
1955, and audits conducted by the French National Audit Offie (Cour
des Comptes) and inspections by the General Financial Inspectorate
(Inspection Générale des Finances). In accordance with Act No. 83-675
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of 26 July 1983, its Board of Directors is made up of 18 members,
including nine government representatives, six directors elected by
employees and three directors appointed by the Annual General
Meeting of shareholders. Its Chairman is appointed by decree of the
French President, after consulting the finance committees of the two
elected assemblies. The Group, which includes 29 entities, operates its

with Groupe Lucien Barriere leading to the creation of a joint
venture, LB Poker, on 25 May 2010.

The company is 43.84% owned by la Francaise des Jeux, 43.84%
by Groupe Lucien Barriére and 12.32% by Online Gaming 3D. It
offers a range of online poker games, operated in compliance
with the Act of 12 May 2010.

gaming business in mainland France and its overseas departments and
territories. It is present internationally through investments in:

—Beijing Zhongcai Printing (BZP), a lottery ticket printer located in China
— SLE (Services aux Loteries en Europe) , the Belgian cooperative
company created as part of the Euro Millions lottery to provide drawing
services and administration for the participating lotteries

— and LVS (Laverock von Schoultz), a British software company
specialising in Internet technologies.

1.3.1.2. Acquisition value

The acquisition cost for LB Poker was €7.3m, paid for through
a cash increase in the share capital, fully paid up. The agreement
also includes a potential earn-out payment, which would result
in the capitalisation of a portion of the receivables related to
the participating interests of la Francaise des Jeux should LB
Poker exceed certain targets between 2013 and 2015. Such
capitalisation would not affect the distribution of voting rights
amongst the shareholders. At 31 December 2010, no earn-out
payment had been factored into the fhancial statements. Any
earn-out payment would be recognised as income in accordance
with revised IFRS 3.

1.3. SIGNIFICANT EVENTS
1.3.1. LB Poker
1.3.1.1. Acquisition of controlling interest in LB Poker

On 18 January 2010, la Francaise des Jeux formed a partnership

1.3.1.3. Appropriation of the acquisition cost

The assets, liabilities, contingent assets and contingent liabiliti es of LB Poker which meet the criteria for recognition under  the revised IFRS 3
were recorded in the opening balance sheet at their fair value on 25 May 2010.
After taking into account the fair values of assets and liabities, the aggregate opening balance sheet of LB Poker at 25 Mag010 was as follows:

In thousands of euros

Historic valuel

RevaluationFDJ share Internal Initial measurement on entry
in the FDJ Group

19,9657,14211,878- 1,40610,472
2,282-917-917
41,660-18,264- 16,6311,633
1,571-410-410
65,4787,14231,468- 18,03713,431
42,557-11,640- 8,3723,268
22,330-9,775- 8,2591,516
4,8771,3552,627-2,627
69,7641,35524,043- 16,6317,412
- 4,2865,7877,425- 1,4066,019

Intangible assets

Other non-current assets
Trade receivables

Other receivables

Total assets

Net debt

Trade payables
Other payables
Total liabilities

Net assets acquired

Minority interests 1,800
Acquisition cost 7,279
Goodwill, gross 3,060
Impairment - 3,060
Goodwill, net 0

Due to a lag in the start-up of LB Poker’s operations, goodwill was fully impaired in accordance with paragraph 10 of I1AS 36.
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1.3.2.LVS
1.3.2.1. Acquisition of controlling interest in LVS

To strengthen its technological expertise in online gaming, on
23 March 2010 la Francaise des Jeux acquired UK software
publisher LVS (Laverock von Schoultz). Based in London and an
expert in Internet technologies, LVS is a European benchmark
as a supplier of betting software platforms. Notably, it worked
with la Frangaise des Jeux to set up its new online sports betting
offer, ParionsWeb, which was launched in November 2009. This
confirmed the Group’s positioning as an integrated operator in
the field of sports betting. In the retail network as on the
Internet, this acquisition helps to ensure that the offer is highly
responsive to players’ expectations, and to provide them with
the highest level of security.

1.3.2.2. Acquisition value

The acquisition cost is broken down as follows:

—an upfront payment of £2.7m for the acquisition of LVS securities
— additional payments, subject to continuous service conditions
for the management and/or financial and non-financial
performance conditions for the company.

1.3.2.3. Appropriation of the acquisition cost

The assets, liabilities, contingent assets and contingent liabilities
of LVS that meet the criteria for recognition under the revised
IFRS 3 were recorded in the opening balance sheet at their fair
value on 23 March 2010.

After taking into account the fair values of assets and liabilities,
the aggregate opening balance sheet of LVS at 22 March 2010
was as follows:

In thousands of poundsin thousands of eurols

Historic Revaluation

value

Non-current assets 902,7502,8401053,1953,299

Trade receivables 551-551640-640

Initial measurement on
entry in the FDJ Group

Revaluationlnitial measurement
on entry in the FDJ
Group

Historic
value

Other receivables 26-2630-30
Total assets 6672,7503,4177753,1953,970
Net debt 36-3642-42

479-479556-556
1947709642258951,120
7097701,4798248951,718

Trade payables
Other payables

Total liabilities

Net assets acquired -421,9801,938- 492,3002,252

Acquisition cost
Translation adjustment

Goodwill

5,2926,267
-- 105
3,3543,910

Note: based on a €/£ conversion rate of 0.860750.

Additional payments amounting to €2.6m were treated as earn-out payments under revised IFRS 3, and as future payments for
services rendered post-transaction, recognised under IAS 19. Bonus compensation was estimated at £2.2m, amortised over the veshg

periods.
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ACCOUNTING STANDARDS
2.1. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements of la Francaise des Jeux Group
for the 2010 financial year were prepared in accordance with the
International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) and adopted by
the European Union.

The accounting standards described below have been applied for
all periods presented in the consolidated financial statements.

2.2. PRESENTATION OF STANDARDS

2.2.1. New standards, applications and amendments
mandatory in 2010

The following amendments and interpretations, approved by the
European Union and applicable for the first time to financial
statements prepared as from 1 January 2010, had no effect on the
Group's fnancial statements because they are not relevant to it, with
the exception of the revised IFRS 3:

—Revised IFRS 3, “Business Combinations”, and the amendment to
IAS 27, "Consolidated and Separate Financial Statements”, published
in January 2008, apply prospectively to transactions occurring on or
after 1 January 2010. Revised IFRS 3 introduces changes in the
accounting for business combinations that affect the valuation of
non-controlling equity interests, and in accounting for acquisition-
related costs, the principles of recognition and measurement of
contingent consideration, and business combinations carried out in
stages. The amendment to IAS 27 requires that changes in the
percentage interest of a parent in a subsidiary without loss of control
be accounted for as transactions in equity (i.e. transactions with
owners acting in that capacity). Therefore, such transactions no longer
give rise to the recognition of goodwill nor do they impact the income
for the period. In addition, the amendment changes the accounting
for losses incurred by a subsidiary and the loss of control of a
subsidiary;

— Improvements to IFRS 5 “Non-current Assets Held for Sale and
Discontinued Operations”, published in May 2008;

— Amendment to IAS 39, “Financial Instruments: Recognition and
Measurement — Eligible Hedged items”. This amendment introduces
the definition of one-sided risk in a hedged item and the defi nition
of inflation as a component of a fi nancial element designated as a
hedged item;

—Interpretations IFRIC 12, “Service Concession Arrangements”, IFRIC
15, “Agreements for the Construction of Real Estate”, IFRIC 16,
“Hedges of a Net Investment in a Foreign Operation”, IFRIC 17,
“Distributions of Non-cash Assets to Owners” and IFRIC 18,
"Transfers of Assets from Customers”;

— Amendment to IFRS 1, “First-time Adoption of IFRS: Additional

Exemptions for First-Time Adopters”. The amendment exempts
entities using the full-cost method from retrospective application of
IFRS for oil and gas assets. It also exempts entities from reclassifying
existing leases in accordance with IFRIC 4 “Determining Whether an
Arrangement Contains a Lease”, if the application of the national
GAAP leads to the same result;

— Amendments to IFRS 2 “Share-Based Payment — Group Cash-
Settled Share-Based Payment Transactions” clarify the treatment of
such transactions when, in a group, the entity that receives goods or
services is not the one settling the transaction;

— Improvements in April 2009 to clarify or make small changes to
various standards and interpretations.

2.2.2. Standards adopted by the European Union and
not applied in advance by the Group

— Amendment to IAS 32 “Classifi cation of Rights Issues” provides
details on how to recognise certain rights (rights, options or warrants)
when the issued instruments are denominated in currencies other
than the functional currency of the issuer. Previously, these rights were
accounted for as derivatives. However, this amendment provides that
if certain conditions are met, such rights are recognised in equity,
regardless of the currency in which the exercise price is denominated;
— Amendment to IFRIC 14, “Limit on a Defined Benefit Asset,
Minimum Funding Requirements”;

— Amendment to IFRIC 19, "Extinguishing Financial Liabilities with
Equity Instruments”;

— Revised IAS 24, "Related Party Disclosures”. These standards should
not have a significant impact on the Group's financial statements.

2.3. ESTIMATES AND JUDGEMENTS

The preparation of fhancial statements in accordance with IFRS requires
management to make judgements, estimates and assumptions which
affect the application of accounting policies and the reported amounts
of assets and liabilities, and revenues and expenses.

The underlying estimates and assumptions are reviewed on a regular
basis.

Details about key assumptions relating to estimates and judgements
exercised in applying the accounting policies, whose effect on the
amounts recognised in the fi nancial statements is signifi cant, are
provided in the following notes:

—Impairment of intangible assets and property, plant and equipment
(Note 3.6)

—valuation of financial instruments (Note 3.7);

—valuation of obligations relating to employee benefits (Note 3.11);

— provisions (Note 3.12);

—recognition of deferred tax (Note 3.14);

—goodwill (Note 3.4.1).

Given the uncertainties inherent in all valuation processes, the Group
revises its estimates on the basis of regularly updated information.
Future results for the relevant transactions may therefore differ from
these estimates.

Besides using estimates, the Group’s management makes judgements
to determine the proper accounting treatment of certain activities and
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transactions when the IFRS and the interpretations in force do not deal
specifically with the accounting issues involved.

The main accounting policies applied in preparing the consolidated
financial statements are presented below. Unless otherwise noted,
these methods have been applied consistently to all periods presented.
The consolidated financial statements have been prepared in
accordance with the principles of business continuity and independence
of accounting periods. They have been prepared under the historical
cost basis, except for assets and liabilities measured at fair value.

134

ACCOUNTING POLICIES
3.1. CONSOLIDATION

The consolidated fi nancial statements as at 31 December 2010
combine the financial statements of the parent company la Francaise
des Jeux and the subsidiaries it controls or in which it exercises joint
control or significant influence over management and fnancial policy.
All of these companies close their books on 31 December or are in
the process of closing at that date:

— The companies that la Francaise des Jeux controls, directly or
indirectly through other subsidiaries, are fully consolidated.

—The companies in which la Frangaise des Jeux exercises joint control
(joint ventures) with a limited number of other shareholders are
proportionately consolidated.

— The companies in which la Francaise des Jeux has signifi cant
influence (associates), directly or indirectly, are accounted for using
the equity method.

Transactions between the consolidated companies, as well as the
results internal to the Group, are eliminated.

3.2. CONVERSION METHOD
3.2.1. Functional currency and presentation currency

The consolidated fi nancial statements are presented in euros, the
Group’s presentation currency. Items included in the financial
statements of each Group entity are measured using the currency of
the primary economic environment in which the entity operates
(functional currency).

3.2.2. Transactions in foreign currency

Transactions denominated in foreign currency are translated at the
current exchange rate at the time of the transaction. Receivables and
payables denominated in foreign currency are translated at the
exchange rate applicable at the balance sheet date. Translation
differences are recorded in the income statement.

3.2.3. Translation of financial statements
of foreign entities

The financial statements of foreign entities with a functional currency
other than that of la Francaise des Jeux are translated into euros using
the exchange rates applicable at the balance sheet date for assets

and liabilities, and using the average exchange rate for income and
expense items.

Differences arising from foreign currency translation are carried
directly in equity under “Translation adjustment”.

3.3.REVENUE FROM ORDINARY ACTIVITIES

La Francgaise des Jeux operates a service business, namely the
development and operation for the French government of lottery
games and sports betting. Revenue from gaming activities (“gaming
revenue” or GR) consists of player stake, less government levies,
winnings returned to players and the hedging of current counterparty
risks, plus unclaimed scratch-game winnings and net revenue from
poker games.

Player stakes collected by way of subscription fees are matched with
the corresponding drawing events.

Revenue from ordinary activities (ROA) includes GR, plus revenues
from other activities consisting primarily of revenues generated by
la Francaise des Jeux from rentals to sale agents and retailers of
sales tools, and sales of maintenance and software development
services provided by LotSys and LVS.

3.4. INTANGIBLE ASSETS
3.4.1. Goodwvill

Business combinations are accountel for under the purchase method.
The purchase price is allocated to the assets, liabilities and contingent
liabilities of the acquired entity based on the estimated fair value at
the acquisition date.

Purchase price adjustments dependent on future events (earn-out
payments) are included in the valuation of the cost of acquiring the
target company at the date of acquisition of a controlling interest. If
the contingent events do not materialise, or if the estimate has to be
revised after the acquisition date, any change is recorded in the
income statement.

The positive difference between the acquisition cost, plus any earn-
out payments as defi ned above, and the interest portion of la
Francaise des Jeux in the fair value of assets and liabilities acquired,

is recognised as goodwill.

Goodwill is not amortised but is tested at least once a year for
impairment as defined in Note 3.6.

Costs directly attributable to the acquisition are recorded in the
income statement as incurred.
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3.4.2. Research and development expenditure

Research expenditure incurred by the Group for its own account
is expensed as and when it occurs.

Development expenditure is capitalised as intangible assets
provided it relates to projects with serious prospects for technical
success and economic viability. It includes the valuation of internal
man-hours and subcontracting.

3.4.3. Other intangible assets

Other intangible assets are measured at acquisition cost (purchase
cost plus incidental expenses), less any accumulated amortisation
or accumulated impairment losses.

3.4.4. Depreciation

Intangible assets are amortised over their estimated useful lives
using the straight-line method, unless those lives are indefi nite.
Development costs are amortised over the expected useful life of
the intangible asset using the straight-line method from the time
at which it is available for use. Software programs are amortised
over a period of 2 to 11 years using the straight-line method.
Brands acquired are normally amortised over 10 years.

These amortisation rates are reviewed at the close of each faancial
year. All changes to the expected useful life, or to the expected
pattern of consumption of the expected future economic benefts
of the asset are taken into account prospectively over time in the
amortisation rate, with such changes being treated, depending
on the case, as changes in estimates.

3.5. PROPERTY, PLANT AND EQUIPMENT
3.5.1. Initial measurement

Property, plant and equipment are measured at acquisition cost
(purchase price plus incidental expenses). If particular items of
property, plant and equipment have different useful lives, they
are recognised separately on the balance sheet.

3.5.2. Depreciation

Property, plant and equipment are depreciated over the useful
lives below, using the straight-line method:

Buildings between 20 and 25 years

Building improvements between 5 and 10 years
Lottery terminals between 2 and 10 years

Furniture and equipment between 2 and 10 years

Residual values and useful lives of assets are reviewed, and
adjusted if necessary, at each balance sheet date.

3.6. IMPAIRMENT OF INTANGIBLE ASSETS
AND PROPERTY, PLANT AND EQUIPMENT

In accordance with IAS 36, intangible assets and property, plant
and equipment are tested for impairment whenever events or
changes in the market environment or internal circumstances
indicate that such assets may be impaired. In the case of intangible
assets not yet put into service, tests for impairment are performed
annually when there are indications of impairment.

The principal indicators of impairment for the Group are:

— regulatory changes

— changes in the market and in the performance of games and
equipment

— technological changes that may render certain equipment
prematurely obsolete

— changes in the offer.

An impairment loss is recognised if the carrying amount of an
asset exceeds its recoverable amount. Impairment losses are
recorded in the income statement.

Impairment losses on goodwiill are recorded in operating income
and are irreversible.

3.7. FINANCIAL ASSETS

The Group classifies its financial assets at initial recognition value
and reviews that classification at each balance sheet date. At initial
recognition, financial assets are measured at cost, including
transaction costs that are directly attributable to the acquisition.
Securities whose holding period at the close of the year is more
than 12 months are classified as non-current.

Securities held in the portfolio classifed as available-for-sale assets
and as assets at fair value through profit or loss are measured at
fair value. The fair value of fi nancial assets actively traded on
organised financial markets is determined at the balance sheet
date by reference to the bid prices quoted at the close of these
markets. For financial assets for which there is no active market,
fair value is determined using valuation techniques (using recent
arm’s length market transactions, reference to the current fair
value of another instrument that is substantially the same,
discounted cash flow analysis or other valuation models).
Potential gains and losses on assets held for sale are recognised
directly in equity; those relating to assets at fair value through
profit or loss are recognised in income. If there is objective evidence
of significant long-term impairment of an available-for-sale
financial asset, the cumulative loss is irreversibly recognised in
income. Once a financial asset available for sale is derecognised,
the cumulative profit or loss previously carried in equity is
recognised in income.

3.8. INVENTORIES

Inventories are measured at cost or at net realisable value, whichever
is lower. The cost of game equipment and supplies is determined
using the “first in, first out” (FIFO) method.

Inventories are depreciated according to their technical or commercial
obsolescence.
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3.9. TRADE RECEIVABLES

Trade receivables are measured at their nominal value, which
corresponds to their fair value. They are impaired if the debtor’s
situation indicates that the amount may not be recoverable.

3.10. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of demand deposits and short-
term money-market investments that are fully liquid, have a
maturity equal to or less than 3 months on the date of acquisition,
and present an insignificant risk of change in value as required by
IAS 7 criteria.

Bank overdrafts are not included in cash and cash equivalents; they
are recognised as non-current financial liabilities.

3.11. EMPLOYEE BENEFITS

A provision is recognised for pension obligations, which are
administered under a defined benefit plan.

To determine the present value of the obligations, the Group uses
the Projected Unit Credit Method, a retrospective method with
projection of final salary. The obligations are measured annually,
taking account of seniority, life expectancy, employee turnover
by category, benefi ts negotiated under collective bargaining
agreements, as well as economic assumptions such as infl ation
and the discount rate.

The expense recognised during the financial year incorporates:

— additional benefits gained by employees

—the change, as the year goes by, in the discounting of benefits
existing at the beginning of the financial year

—amortisation of the impact on previous years of any changes to
plans, or of new plans

— amortisation of actuarial gains and losses using the corridor
approach.

The Group applies the corridor method, under which cumulative
actuarial gains and losses that do not exceed 10% of the gross
obligation are amortised over the average remaining working life
of the active employees. This am ortisation is included in the
actuarial expense for the following fi scal year. The amortisation
rate is equal to the average remaining working life of the active
employees.

The other long-term benefits, which relate solely to la Francaise
des Jeux, are:

— Service recognition awards. These consist of days of leave and
are thus subject to social security charges. The annual expense is
equal to the net change in the obligation.

—Health coverage. Employees of la Frangaise des Jeux retain their
health coverage upon retirement (or in the event of disability/
dismissal), which is in keeping with the requirements of the Evin
Law of 31 December 1989 and the interprofessional national
agreement of 11 January 2008. The system for former employees

runs at a deficit and generates a provision.
The net obligations of the Group companies are recognised on
the balance sheet as a liability, under “Non-current provisions.”

3.12. PROVISIONS

A provision is recognised if, at the close of the financial year, the
Group has an obligation to a third party arising from a past event,
the settlement of which is expected to result in an outfl ow of
resources from the entity, and the amount of which can be
estimated reliably. This obligation may be legal, regulatory,
contractual or implicit. The estimated amount of provisions
reported corresponds to an outfow of resources that the Group
has deemed probable. With the exception of those for employee
benefits, provisions are not discounted.

Risk or litigation provisions that must be settled within 12 months
of the balance sheet date and those related to the normal
operating cycle are presented as current liabilities. The other
provisions are presented as non-current liabilities.

3.13. DERIVATIVE FINANCIAL INSTRUMENTS

Itis the Group's policy to use the fiancial markets solely for hedging
obligations associated with its business, never for speculative
purposes. The Group therefore uses derivative fiancial instruments
to hedge its exposure to currency and interest rate risks. It does not,
however, qualify them as hedge instruments as defined in IAS 39.
Derivative instruments are measured at fair value when initially
recognised and remeasured at each balance sheet date until settled.
Changes in fair value are recognised in income.

Fair value is determined from valuation techniques that make use of
mathematical calculation methods based on recognised fi nancial
theories and of parameters whose value is determined from the
prices of instruments traded in the capital markets.
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3.14. TAXES

Income tax comprises current tax expense and deferred tax
expense. It is recognised in income except when related to items
recognised directly in equity, in which case it is recognised
directly in equity.

Current tax is the amount of tax due for the reporting period.
Deferred tax arises from temporary differences between the
carrying amounts of assets and liabilities and their tax bases. It
is determined using the variable carryforward method. A
deferred tax asset is only recognised to the extent that it is
probable that a future taxable profi t will be available to the
Group against which this asset can be charged within a
foreseeable time frame, or else against deferred tax liabilities of
the same maturity. Deferred tax assets and liabilities are offset
on the balance sheet.

SCOPE OF CONSOLIDATION
4.1. CONSOLIDATED COMPANIES

The list of consolidated companies at 31 December 2010 is
presented in Note 15 to the consolidated financial statements.

4.2. CHANGES IN SCOPE OF CONSOLIDATION

2010
In 2010, two companies were added to the scope of consolidation
of la Francaise des Jeux:

— Laverock von Schoultz (LVS), wholly owned by la Francaise des
Jeux, was fully consolidated. The British software house, acquired
on 22 March 2010, specialises in Internet technologies. From
March to December 2010, it generated revenue of €1.4m and
posted a net loss of €1.2m;

— LB Poker, 43.84% owned by la Francaise des Jeux, was
proportionately consolidated. The purpose of this company,
founded on 25 May 2010, is the design, organisation and
operation of a poker website. It is jointly controlled by la Francaise
des Jeux and Groupe Lucien Barriere. Without holding a
percentage interest, LB Poker is deemed to control Barriere
Interactive Gaming, the company that developed its online gaming
platform. For the year ended 31 October 2010, the latter had no
significant activity (<€10k). Finally, SPI, 100% owned by LB Poker,
was merged via universal transfer of assets and liabilities in
September 2010. In 2010, LB Poker generated revenue of €0.5m
and posted a net loss of €14.3m.

The company obtained approval from ARJEL on 26 July 2010 and
launched its offer in September. Business in 2010 was therefore
not representative, while expenses relating to the company’s
creation and the launch of the offer were high.

These acquisitions achieved full-year 2010 revenue of approximately
€6.1m and generated an operating loss of €18.1m. The additional
revenue for the Group would have amounted to €3.9m for full-
year 2010.

Further details on these newly consolidated companies are
presented in Note 1.3.

2009

In 2009, there was no change to the scope of consolidation of
la Francaise des Jeux Group.

NOTES TO THE BALANCE SHEET
5.1. GOODWILL

The increase in goodwill reflects acquisitions carried out in 2010
(LVS and LB Poker).

The various components of the goodwill of consolidated
companies are as follows:

In thousands of euros 31.12.2010 31.12.2009

Net book value at opening - -

Acquisitions 6,970-

Disposals - -
Impairment losses - 3,060-

Net book value at 3,910-

closing

Gross value at closing 7,353383

Accumulated impairment losses - 3,443- 383

at closing
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5.2. INTANGIBLE ASSETS

In thousands of euros 31.12.2010 31.12.2009

GrossAmort. & . NetGrossAmort. & o
provisions provisions

Development costs 32,158-21,00811,15029,491- 16,83012,661

Patents, licences 96,661- 66,66130,00077,242- 54,60322,639

Business assets 96-961,283- 2651,018

Other intangible assets 458- 39365429- 36663

Intangible assets in progress 21,157-3,05418,1036,798- 2,5174,281

Total intangible assets 150,530- 91,11659,414115,243- 74,58140,662

The main acquisitions were as follows:

In thousands of euros 31.12.2008Acquisitions Disposals ReversalsOther movements31.12.2009
Allowances

Development costs 23,2745,964- 3,1913,44429,491

Patents, licences 64,8519,071- 3323,65277,242

Business assets 1,792-- 509-1,283

Other intangible assets 38527- 623429

Intangible assets in progress 3,8666,376-- 3,4446,798

Gross amounts 94,55121,438- 4,0383,675115,243

Development costs - 14,664- 4,6952,529-- 16,830

Patents, licences - 48,907- 6,028332-- 54,603

Business assets -- 265--- 265

Other intangible assets - 334- 386-- 366

Intangible assets in progress --2,517--- 2,517

Amortisation and provisions - 64,288- 13,5432,867-- 74,581

Intangible assets, net 30,2627,895- 1,1713,67540,662

In thousands of euros 31.12.2009Acquisitions Disposals ReversalsOther movements 31.12.2010
Allowances

Development costs 29,4913,421- 1,04929532,158

Patents, licences 77,24217,227- 32,19596,661

Goodwill 1,283-- 1,187-96

Other intangible assets 42937- 8-458

Intangible assets in progress 6,79815,488- 37- 1,09221,157

Gross amounts 115,24336,173- 2,2841,398150,530

Development costs - 16,830- 4,894716-- 21,008

Patents, licences -54,603- 11,8614- 201- 66,661

Business assets - 265-265--

Other intangible assets - 366- 358-- 393

Intangible assets in progress -2,517-537--- 3,054

Amortisation and provisions - 74,581- 17,327993- 201- 91,116

Intangible assets, net 40,66218,846- 1,2911,19759,414

Note: Other movements relate to the reclassification of intangible assets in progress to intangible fixed assets, and newly consolidated companies.
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The major acquisitions and disposals that took place in 2009 and  and concern online gaming platforms (poker and sports betting).
2010 were undertaken by the parent company. They relate mainly Research expenditures undertaken and expensed in 2010 came
to software development for production information systems and  to €643k, compared to €1,182k in 2009.

the sports betting platform.

The other acquisitions in 2010 mainly stem from LVS and LB Poker

5.3. PROPERTY, PLANT AND EQUIPMENT

In thousands of euros 31.12.2010 31.12.2009
GrossAmort. & NetGrossAmort. &
provisions provisions
Land 2,875-9571,9182,806- 7902,016
Buildings 52,952- 42,69410,25852,557- 41,31211,245
Technical install., materials, 179,336- 136,73042,606167,958- 120,74747,211
equipment
Other property, plant and 169,162- 113,79655,366157,572- 94,61062,962
equipment
Tangible assets in progress 6,367-6,3675,280-5,280
Advances and payments on 4,144-4,1444,234-4,234
account
Total property, plant 414,836- 294,177120,659390,407- 257,459132,948

and equipment

Changes break down as follows:

In thousands of euros 31.12.2008Acquisitions Disposals ReversalsOther movements31.12.2009
Allowances

Land 1,6771,283- 203492,806

Buildings 45,0894,135- 2243,55752,557

Technical install., materials, equipment 155,10910,351-1,0233,521167,958

Other property, plant and equipment 139,39120,236- 8,9906,935157,572

Tangible assets in progress 13,9234,931- 136- 13,4385,280

Advances and payments on account 4,3674,166-- 4,2994,234

Gross amounts359,55645,102- 10,576- 3,675390,407

Land - 923- 69202-- 790

Buildings -40,533- 1,003224-- 41,312

Technical install., materials, equipment -104,241- 17,47893438- 120,747

Other property, plant and equipment - 81,809- 21,3288,564- 37- 94,610

Tangible assets in progress - 98-98--

Advances and payments on account - - - - -

Depreciation, amortisation and - 227,604- 39,87810,0221- 257,459

provisions

Property, plant and equipment, net 131,9525,224- 554- 3,674132,948
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In thousands of euros

31.12.2009Acquisitions Disposals ReversalsOther movements 31.12.2010

Land

Buildings

Technical install., materials, equipment
Other property, plant and equipment
Tangible assets in progress

Advances and payments on account

Allowances
2,80669--2,875
52,557392-352,952
167,9588,028- 8894,239179,336
157,57214,319- 4,4121,683169,162
5,2804,693- 1- 3,6056,367
4,2341,949-- 2,0394,144

Gross amounts390,40729,450- 5,302281414,836

Land

Buildings

Technical install., materials, equipment
Other property, plant and equipment

- 790- 167--- 957
-41,312- 1,382--- 42,694
-120,747-16,594721- 110- 136,730
-94,610- 23,3194,232- 99- 113,796

Tangible assets in progress - - - - -
Advances and payments on account - -
Depreciation, amortisation - 257,459- 41,4624,953- 209- 294,177

and provisions
Property, plant and equipment, net 132,948- 12,012- 34972120,659

Note: Other movements relate to the reclassification of tangible assets in progress to property, plant and equipment, and newly consolidated companies.

The main acquisitions and disposals in 2009 and 2010 were made The change in the item “Securities accounted for under the equity
by the parent company and are re lated to the installation of ~ method"” is derived from the elements below:
furniture and equipment in points of sale (including new-

generation gaming terminals, sales counters and players’ areas). In thousands of euros Beijing Zhongcai

Other acquisitions in 2010 relate mainly to video equipment for Printing Co

the transition to high definition by the end of 2011. Value of securities at 31 December 4,447
2008

5.4. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES Group share of 2009 earnings 1439

5.4.1. Beijing Zhongcai Printing Dividends - 690
Changes in foreign exchange rates -225

La Francaise des Jeux holds a 37% interest in Beijing Zhongcai Value of securities at 31 December 4,972

Printing Co (BZP), a lottery ticket printing company located in China 2009
and consolidated using the equitymethod. The other shareholders

. ) Group share of 2010 earnings 2,146
are a Malaysian group and the Chinese state lottery. -
The Group has no business relationships with this company, which ~ Dividends -994
paid out dividends, net of currency translation effects and Changes in foreign exchange rates 531
withholding taxes, of €894k in 2010 and €690k in 2009. Value of securities at 31 6,655

December 2010
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The main financial elements relating to BZP are presented below:

In thousands of euros 31.12.2010 31.12.2009
Non-current assets 5,5224,635

Current assets 18,01911,594

Liabilities 5,5582,795

Net assets 17,98413,434

Revenue 18,98713,918

Operating profit 7,4784,869

Net income 5,8003,889

5.4.2. Services to Lotteries in Europe

The Group holds an interest in a joint venture, Service aux Loteries en Europe (SLE) a limited-liability cooperative company under
Belgian law based in Brussels, created in October 2003 to carry out common operations for the Euro Millions game, such as
drawings, centralisation of numbers, payback ratio calculation and arrangements for transferring funds between operators to
distribute winnings. The company’s capital is held by the ten participating lotteries, including la Francaise des Jeux which owns a
26.57%. The share of this enterprise recognised on the balance sheet and in the income statement is of little significance. None

of the transactions with this company has a significant influence on the Group.

5.4.3. LB Poker

The Group owns a 43.84% interest in a joint venture, LB Poker, created on 25 May 2010 with Group Lucien Barriére. The maindncial

elements relating to LB Poker are as follows:

Revenue 530
Operating income - 14,076
Net income - 14,343

5.5. FINANCIAL ASSETS AND LIABILITIES

In thousands of euros 31.12.2010 31.12.2009
Euro Millions guarantee deposits 7,6048,181
Non-current available-for-sale financial assets 472,994377,961
Non-current securities measured at fair value through profit or loss 29,76320,448
Total non-current fnancial assets 510,361406,590
Current available-for-sale financial assets 319,81299,048
Current derivatives 549340
Other 22,02033,057
Total current fnancial assets 342,381132,445
Total financial assets 852,742539,035
Current derivatives 512187
Payable to banks 26,34330,334
Other financial liabilities 26,85530,521
Total financial liabilities 26,85530,521
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The non-current portion of the fi nancial assets consists of securities with holding periods in excess of 12 months at the balance
sheet date.

The sharp increase in financial assets (non-current assets up €103.7m and current assets up €209.9m) is related to the change in
la Francaise des Jeux's short-term investment policy. In light of the financial market conditions, the company opted to extend the
maturity of its 3-, 6- and 12-month investments to take advantage of higher yields. The share of current investments thus incased,
offset by a reduction in cash and cash equivalents (see Note 5.6).

5.6. CASH AND CASH EQUIVALENTS

In thousands of euros 31.12.2010 31.12.2009
Short-term investments, cash equivalents 337,500718,516

Bank accounts and other credit balances 31,61929,948

Cash and cash equivalents 369,119748,464

The reduction in this item reflects the change in the short-term investment policy (see Note 5.5).

5.7. OTHER NON-CURRENT FINANCIAL ASSETS

In thousands of euros 31.12.2010 31.12.2009
Receivables related to investments 9,541-

Capitalised securities 143143

Loans 9071,154

Guarantees and security deposits 4,7032,713

Other financial assets 2424

Total other non-current fihancial assets, gross 15,3184,034

Impairment - 46- 49

Total other non-current financial assets, net 15,2723,985

Other non-current financial assets primarily include the share of minority interests in receivables related to LB Poker, loans to employees
and guarantee deposits for real estate.

5.8. INVENTORIES

Balance at 31.12.2008 8,917- 2,3366,581
Additions/disposals -1,189-- 1,189
Allowances to/Reversals of provisions -1,4671,467
Balance at 31.12.2009 7,728- 8696,859
Additions/disposals - 243-- 243
Allowances to/Reversals of provisions -607607
Balance at 31.12.2010 7,485- 2627,223
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5.9. ASSETS AND LIABILITIES NOT DIRECTLY ASSOCIATED WITH GAMING ACTIVITIES

In thousands of euros 31.12.2010 31.12.2009
Trade receivables 7,2125,661
Advances and payments on account disbursed 2,0473,006
Gross total 9,2598,667
Impairment -1,101- 826
Other trade receivables, gaming*64155

Total trade and other receivables 8,2227,996
Prepaid expenses 10,9708,130
Tax receivables other than corporate income tax 10,0337,562
Other receivables 16,5217,669
Other current assets, management 37,52423,361

Other current assets, gaming*28,07136,738

Total other current assets 65,59560,099
* Note 5.10.

In thousands of euros 31.12.2010 31.12.2009
Operating trade payables 69,68050,078
Advances and payments on account received 668316
Payables for non-current assets and other trade payables 13,04911,386
Total trade and other payables 83,39761,780
Tax and employee-related liabilities 53,52144,637
Deferred income 363878
Other payables 7,4544,305
Other current liabilities, management 61,33849,820
Deferred income, gaming* 33,72039,171
Total other current liabilities 95,05888,991
* Note 5.10.

Changes in prepaid expenses excluding gaming mainly result from the spreading of a real estate lease renegotiation fee over
several periods.

Other receivables include receivables from employees, social agencies, supplers, and miscellaneous debtors. Their increase is mainly
related to that of trade credits to be obtained, primarily fronthe agency that handles the purchase of advertising space ford Francaise
des Jeux.

The growth of trade payables mainly stems from a rise in business activity at tte end of the year and an increase in communications
relating to the liberalisation of the online betting and lottery markets.

The increase in other liabilities primarily reflects the share of the LB Poker current account with Groupe Lucien Barriére and Online
Gaming 3D and a liability on a portion of the LVS earn-out payment.
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5.10. ASSETS AND LIABILITIES DIRECTLY ASSOCIATED WITH GAMING ACTIVITIES

In thousands of euros
Gaming receivables (gross)
Impairment

31.12.2010
2,4361,894
-2,372-1,739

31.12.2009

Other trade receivables, gaming*64155

Network receivables (gross)

Impairment

219,578176,930
-4,319- 3,170

Distribution network receivables215,259173,760

Prepaid expenses

28,07136,738

Other current assets, gaming*28,07136,738

Total assets directly associated with gaming activities243,394210,653

Non-current player funds
Distribution network payables
Government gaming levies

Winnings payable and distributable, current player funds

196,216198,832
131,715115,966
177,297125,221
361,641436,504

Deferred income, gaming
Other liabilities, gaming

29,71438,833
4,006338

Other current liabilities, gaming*33,72039,171

Total liabilities directly associated with gaming activities900,589915,694

* Note 5.9.

Trade receivables, gamingrelates to online players. Network
receivables reflect amounts owed by retailers and sale agents
(stakes minus commissions and winnings paid out). They are up
mainly due to the timetable for collection of these amounts by
la Francaise des Jeux and, to a lesser extent, for scratch games,
due to the increase in stakes collected at year-end.

Deferred income and prepaid expenses are related to stakes
collected in the form of subscriptions. The decrease in these items
is mainly due to a calendar effect relating to the last Euro Millions
draw, which was held on 31 December 2010 (vs. 1 January 2010).
Non-current player funds are made up of counterparty funds
and the permanent fund.

Winnings payable and distributable correspond to prizes
for scratch cards and draw-based games to be put back into
play and unexpired winnings to be paid by la Francaise des Jeux
and la Pacifique des Jeux, as well as expired winnings. Unexpired

winnings payable included major prizes won in December 2009
and paid to the winners in January 2010 (€59m for Euro Millions
and €11m for Keno).

Other liabilities, gaming includes a €3.6m call for capital in late
2010 by SLE to a member of the group with actual winnings
payable that were higher than the theoretical winnings.

5.11. EQUITY
5.11.1. Share capital

The share capital of la Francaise des Jeux is €76,400,000 and is
composed of 200,000 shares with a par value of €382. It has
been unchanged over the last three financial years.

Shareholders owning at least 5% of the share capital at 31 December
2010 were as follows:

Number of shares % of capital

French government

Union des Blessés de la Face et de la Téte*

FDJ employees' mutual fund

Other (individually holding less than 5% of the share capital)
Total

144,00072.0%
18,4009.2%
10,0005.0%
27,60013.8%

200,000100%

*Non-profit association to aid persons with severe head and facial injuries.

Dividends paid in 2010 and 2009 for the years 2009 and 2008 were, respectively, €84,000k and €92,000k, or €420 and €460 per sha
The total dividend proposed to the Annual General Meeting of 26 May 2011 is €77,200k, or €386 per share.
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5.11.2. Reserves

The Group's business of organising and operating betting games involves specifi ¢ risks and commitments of particular signifi cance
which must be anticipated through appropriate coverage. Some ofthese risks and commitments are covered by the statutory resene
of €257m, created by la Francaise des Jeux.

These risks are:

—operating risks that may arise at any time during the life ale of the games (design, game equipment production, logisticsmarketing,
etc.). They are measured, post-tax, at 0.3% of stakes, or €30m at the end of 2010, based on the 2009 financial statements.

—rare and extreme-case counterparty risks transcending currentrisks for which models are available; they are covered by coungrparty
funds and the permanent fund (Note 11.2). These risks are measured as and when a major change occurs in the gaming offer and
in players’ behaviour. At the end of 2009, they were covered to €100m by the statutory reserve;

— risks corresponding to the contractual liquidity commitment to the network of sale agents. These risks were measured, using a
contractual formula, at a post-tax amount of €126.7m at 31 December 2010.

5.12. PROVISIONS
5.12.1. Non-current liabilities associated with employee benefi ts

The following provisions have been made for employee benefits:

In thousands of euros 31.12.2008AllowancesReversals of provisions31.12.2009
usedunused

Pension obligations 9,019711-302-9,428

Service recognition awards 2,437323-71-2,689

Other non-current provisions -500--500

Non-current liabilities 11,4561,534- 373-12,617

In thousands of euros 31.12.2009AllowancesReversals of provisions 31.12.2010
usedunused

Pension obligations 9,428883- 380-9,931

Service recognition awards 2,689220- 76-2,833

Other non-current provisions 5001,935--2,435

Non-current liabilities 12,6173,038- 456-15,199

The parameters used for their determination are as follows:

Discount rate* 4.56%4.56%
Salary increase rate** 3.00%3.00%
of which inflation 2.20%2.20%
Employee turnover rate** management2.40%2.40%

non-management1.70%1.70%
Mortality table INSEE TH-TF 2000-2002

* The discount rate is derived from the benchmark rate for AA corporate bonds with 10 and 15-year maturities.
** Age-adjusted.
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The table below shows the change in the amount of the pension obligations:

In thousands of euros 31.12.2010 31.12.2009
Actuarial obligation at the beginning of the period7,0836,077

Normal cost 640404

Interest on the actuarial obligation 338334

Past service cost and actuarial gains and losses 786497

Pensions paid - 362- 229

Actuarial obligation at the end of the period8,4857,083

Accumulated actuarial losses - 908- 699

Actuarial past service cost - 538- 1,646

Provision at the end of the period9,9319,428

Pension obligations are recognised in operating profit under personnel expenses and break down as follows:

In thousands of euros 31.12.2010 31.12.2009
Normal cost 640404

Interest on the actuarial obligation 338334

Past service cost and actuarial gains and losses -113- 100

Pensions theoretically paid - 362- 229

Net cost 503409

5.12.2. Other provisions

In thousands of euros 31.12.2008Allowances Reversals 31.12.2009
usedunused

Provisions for litigation 4,84755- 114- 7284,060

Other provisions for contingencies 241647-107- 134647

Total provisions for contingencies 5,088702- 221- 8624,707

Provisions for losses 5,4632,543- 2,983- 5664,457

Total current provisions 10,5513,245- 3,204- 1,4289,164

of which personnel expenses - - -2,095 - -

In thousands of euros 31.12.2009Allowances Reversals 31.12.2010
usedunused

Provisions for litigation 4,060796- 98- 1324,626

Other provisions for contingencies 647448- 636- 41418

Total provisions for contingencies 4,7071,244- 734- 1735,044

Provisions for losses 4,4574,052- 2,749- 1065,654

Total current provisions 9,1645,296- 3,483- 27910,698

of which personnel expenses - - - 1,910 - -

Provisions for litigation cover operating risks (Note 11). Provisions for losses relate primarily to the destruction of gaming equipment
and employee departures. All such changes affect operating profit only.
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Q

NOTES TO THE INCOME STATEMENT
6.1. EXTERNAL PURCHASES AND EXPENSES

31.12.2010 31.12.2009
622,852591,502
91,97373,220

In thousands of euros
Distribution network

Advertising, sponsoring, philanthropy
and gifts

42,18640,679
28,29128,210
24,47924,542
31,25024,798
89,18197,466
930,212880,417

Servicing

Non-inventory purchases
Postage, telephone, leased lines
Subcontracting

Other

Total purchase and other
external expenses

Distribution network costs are the remuneration amounts paid
to the Group's distribution network; the amount grows in
proportion to the increase in player stake in the brick-and-mortar
network.

“Other” mainly includes fees and expenses for studies and
research; in 2009 these mainly related to work done in connection
with the partial liberalisation of the online gaming sector.

6.2. PERSONNEL EXPENSES AND HEADCOUNT

6.2.1. Personnel expenses

31.12.2010 31.12.2009
71,57164,649
36,03232,881

In thousands of euros
Wages and salaries

Social charges

Employee profit-sharing and incentives 10,2388,341
Long-term benefits 2,5821,160
Individual training entitlement 209396
Total personnel expenses 120,632107,427

The increase in personnel expenses is mainly due to the increase
in the average headcount and to newly consolidated companies.

6.2.2. Headcount

The weighted headcounts for fully consolidated companies in
2010 are as follows:

La Francaise des Jeux 1,040985
Société de Gestion de I'Echappée 4546
LotSys 4948
FDJ Développement 1919

La Francaise d'Images 6254

La Pacifique des Jeux 2020

La Francaise de Motivation 1313
Lvs 17

Le Havre Jeux Distribution 8 9
Commercial management companies 132132
Total weighted-average 1,4051,326

headcount

6.3. OTHER CURRENT OPERATING INCOME AND EXPENSES

In thousands of euros 31.12.2010 31.12.2009
Gains/Losses from disposals 7461,108

of non-current assets

Other management expenses 9,4975,457

Total other operation 10,2436,565

expenses (and income)

Other management expenses consist primarily of copyrights and
reproduction rights, as well as royalties for patents and licences.

6.4. OTHER OPERATING INCOME AND EXPENSES

Other operating income and expenses primarily related, in 2009,
to compensation paid to some sale agents for the termination of
their activity (€6,443k) and, in 2010, to the impairment of goodwill
(€3,060k).
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6.5. FINANCIAL INCOME

In thousands of euros 31.12.2010 31.12.2009
Proceeds from the sale of investment securities” 3,2726,330
Income from investment securities* 24,94415,485
Derivatives* 5486,254
Other financial income 1,15349
Financial income 29,91728,118
Expenses on the sale of investment securities™ - 57-363
Derivatives* -637- 5,061
Financial expenses on cash transactions - 8- 326
Financial expenses on securities measured at fair value through profit or loss - 240-

Other financial expenses -410- 790
Finance expenses - 1,352- 6,540
Financial result 28,56521,578
* Note 9.2.1

Revenue from investment securities is higher due mainly to the maturing of two investments.
6.6. INCOME TAXES

The income tax expense for 2009 and 2010 breaks down as follows:

In thousands of euros 31.12.2010 31.12.2009
Non-currentDeferred tax 140- 3,000
CurrentCurrent tax 46,90047,082
Total income tax expense 47,04044,082

The following are the principal components of the deferred tax balances recognised on the balance sheet:

In thousands of euros 31.12.2010 31.12.2009
AssetsLjabilities AssetsLjabilities

Non-deductible provisions 7,615-6,501-

Tax on fair value recognised in equity --3,404-

Temporarily non-deductible expenses 2,522-2,364-

Regulated provisions --24,501-- 22,745

Other temporary differences --2,032-- 498

Total deferred taxes 10,137- 26,53312,268- 23,243

Net deferred taxes (liabilities)/assets- 16,396- 10,974
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Theoretical tax is reconciled to effective tax as follows:

In thousands of euros
Consolidated recognised pre-tax income

Standard theoretical income tax rate

31.12.2010
129,907127,509
34.43%33.53%

31.12.2009

Theoretical tax expensed4,72742,754

Effects of items generating differences from theoretical tax:
- Permanently non-deductible expenses

- Tax effects of items not contained in financial reporting

- Differences arising from consolidation adjustments

- Taxes recognised directly in equity

- Unused tax loss carryforwards

- Other items

1,399394
-2,399-71
10965
-815
2,621-
583125

Total difference between effective tax and theoretical tax2,3131,328

Effective tax expense47,04044,082

Effective tax rate

36.21%34.57%

Q

TRANSACTIONS WITH RELATED PARTIES

7.1. FRENCH GOVERNMENT

The Budget Minister determines how player stake is distributed, taking into account the statutory levies on gaming including st amp
duty, the levy to finance the national sports development programme (CNDS), the social security debt retirement tax (CRDS) and the

supplementary social security tax (CSG).

The amounts reported for this in the income statement and on the balance sheet for the last two years are as follows:

In millions of euros
Income statementGovernment levies

Balance sheet (liabilities)\Government gaming levies

31.12.2010 31.12.2009
2,516.0 2,531.3
177.3 125.2

Furthermore, in 1979, the French government provided la Francaise 7.2. JOINT VENTURES AND ASSOCIATES

des Jeux, in return for a nominal annual fee, with a group of
properties in Vitrolles to use for its operations, and with assorted
technical equipment that no longer exists due to its obsolescence
and destruction. Amendment No. 5 to the agreement between
the French government and la Francaise des Jeux states that if
operations are terminated, the government undertakes to recover
the land, buildings, facilities, equipment and supplies owned by
the company and necessary to accomplish its mission, against
compensation corresponding to the market value of the property
as determined by the Service des Domaines (State Property
Department), plus the carrying value of the other fixed assets.

Transactions between la Francaise des Jeux and other public sector
entities (France Télévisions, EDF, SNCF, La Poste) are all conducted
on market terms.

Information on joint ventures and associates is provided in Note 5.4.

7.3. OTHER RELATED PARTIES EXERCISING SIGNIFICANT
INFLUENCE OVER THE GROUP

No material transactions have been entered into with members
of governing bodies having a significant influence on the Group.

Gross remuneration allocated to the two executives (corporate
officers) was as follows: for 2009, €240k and €222k, respectively,
for a total of €462; and for 2010, €247k and €229k, respectively,
for a total of €476k.
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Q

FINANCIAL RISK MANAGEMENT
8.1. CREDIT RISK

The Group is exposed to credit risk through its short-term
investments, derivative financial instruments, and through its trade
and other receivables.

8.1.1. Credit risk from short-term investments and
derivatives

Credit risk, or the counterparty risk of short-term investments and
derivative financial instruments, is monitored by the Treasury
Committee, which includes senior members of the Executive
Management and the Finance department. This risk corresponds
to the loss that the Group would incur if a counterparty defaults,
resulting in a failure to meet its obligations vis-a-vis la Francaise des
Jeux. For short-term investments and derivatives, the Group's policy

In thousands of euros
Non-current available-for-sale financial assets

Non-current securities measured at fair value through profit or loss

is to limit transactions, weighted by the nature of the risks, to a
maximum amount per approved counterparty. This list of approved
counterparties is established by the Treasury Committee, selected
according to two criteria based on their credit ratings and the
transaction’s maturity.

This list is reviewed periodically, at least once every six months. In
the event that a counterparty is downgraded below the minimum
rating defined by the Treasury Committee, it decides whether to
maintain the existing transactions to maturity.

The Group considers that the risk of counterparty default, with a
potentially material impact on its fi nancial position and results, is
limited, due to the policy in place for counterparty management,
and more particularly because of the minimum long-term rating
stipulated for these transactions.

Financial assets are broken down as follows:

31.12.2010
472,994377,961
29,76320,448

31.12.2009

Total non-current investment securities502,757398,409

Current available-for-sale financial assets
Short-term investments, cash equivalents

Total investment securities

319,81299,048
337,500718,516
1,160,0691,215,973

At 31 December 2010, investment securities consisted of €373.6m in investment funds and €786.5m in investments with counterpaies,
compared to €387.2m and €828.8m, respectively, at 31 December 2009.

The credit risk analysis breaks down as follows:

€0 to €25m€25m to €50m to

€100m

€100m to
€200m

Amounts outstandingT

otal outstanding

(€m) at 31.12.2010 €50m

RATING

AAA / French government
AAAA / Financial institutions

AAA / Other 12.71
AA/ Financial institutions 587.21143
AA/ Other 59.821
A/ Financial institutions 109.832
A/ Other 17.01
Total 786.5
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8.1.2. Credit risk from other receivables

The Group's trade receivables consist primarily of receivables from its retail distribution network. The necessary approval to market
la Francaise des Jeux games is given to retailers upon analysis of their fiancial situation. In some cases, a guarantee deposit is required.
The risk attached to receivables from retailers is analysed bya Monitoring Committee which regularly brings together the sales finance
and legal managers to decide on particular and signifcant cases of non-payment and guarantee demands and on whether to litigate
over certain receivables. The rules for valuation allowances fo r receivables are based on their amount, age and the geographica |
location of the retailer. The Group considers the risk of retaler default, with a potentially material impact on its fnancial position and
results, is limited given the number of retailers and the indi vidual amounts receivable. Other receivables are impaired on a ca se-by-
case basis.

The ageing schedule of unimpaired unpaid financial assets is presented in the following table:

In thousands of euros31.12.2009

Gross amountsValuation Net amounts Net amounts overdue by
Non Overdue0|- ?*a‘::o::l’::;‘e‘se overdue 3-6 6-12 > 1year
overdue IS months months months
Non- current loans and receivables 3,96668- 491919---
Current loans and receivables 239,1899,937- 5,7194,2188834964012,505
Total loans and 243,15510,005- 5,7684,2379024964012,505

receivables
. _____________________________________________________________________________________________________________________________________|

In thousands of euros31.12.2010

Gross amountsValuation Net amounts Net amounts overdue by
\[e]g] Overdue0 - %a(::o:’:r:;:se overdue 3-6 6-12 > 1 year
overdue o months months months
Non- current loans and 5,71265- 461919---
receivables
Current loans and receivables 283,62613,375- 7,7555,4461,9062121,0293,090
Total loans and 289,33813,440- 7,8015,4651,9252121,0293,090

receivables
. _____________________________________________________________________________________________________________________________________|

Valuation allowances have changed as follows:

In thousands of euros

Balance at 31.12.2008 3,556
Additional allowances 2,858
Reversals used -279
Reversals of unused remainders -330
Balance at 31.12.2009 5,805
Additional allowances 2,582
Reversals used -316
Reversals of unused remainders -233
Balance at 31.12.2010 7,838
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8.2. LIQUIDITY RISK

Liquidity risk is the risk of not being able to raise the funds
necessary to meet future fi nancial obligations. In particular, the
cash necessary to cover counterparty risks on certain games, for
which amounts are potentially high, must be immediately available.
It corresponds to the amounts recognised in the counterparty
funds, the permanent fund (Note 11.2) and for extreme cases, in
the statutory reserve fund. The allocation of investments at la
Francaise des Jeux provides that more than 45% of assets must
be invested in standard short-term instruments (cash equivalents
or current financial assets). The Group has no debt.

8.3. MARKET RISK
8.3.1. Management of foreign exchange risk

In its normal business activity, the Group is exposed to foreign
exchange risks resulting from supplier invoices denominated in
foreign currencies. The risk is measured in aggregate for each
currency. The general Group policy is to hedge this risk over each
budgetary period. The only currency to which the Group had
significant exposure during the fi scal year ended 31 December
2010 is the US dollar, for a maximum equivalent of €18m.

The fair value of the currency-based derivatives (forward purchase
contracts) was a negative €436k in 2010, against a negative €88k
in 2009.

The fair value of these instruments, based on interest and

exchange rates at the balance sheet date, is the amount the
Group would expect to receive or pay if it were to cancel the
position at that date.

An increase of US$0.10 per €1.00 in the €/USD exchange rate for
these derivatives held for economic hedging but not qualifed for
hedge accounting would reduce the Group'’s income by €1.0m.
A decrease of US$0.10 would increase income by €1.2m.

8.3.2. Management of interest rate risk

The Group's exposure to changes in interest rates is due primarily
to its forward investments. The Group implements a policy of
dynamic interest rate risk management supervised by the Treasury
Committee. The objective of this policy is to secure a minimum
return, in the context of a maximum three-year investment horizon
and using the three-month Euribor as the benchmark rate, for a
portion of the amounts invested.

To reduce this risk, the Group makes use of forward rate agreements
(FRA) and interest rate fl oors (FLOOR). The fair values of these
interest rate-based derivatives are shown in the table below:

In thousands of euros 31.12.2010 31.12.2009
FRA 16-

FLOOR 457242

Total473242

Sensitivity to interest rates arises from fi xed-rate investments
(bonds and other marketable debt securities) and interest rate
derivatives. At 31 December 2010, a decrease of 1% across the
entire yield curve would result in an increase of €3.7m in
transferable equity (on a basis of €470m in fi nancial assets) and
an increase of €0.4m in income (for a notional amount of €60m
hedged by fnancial instruments). An increase of 1% would reduce
transferable equity by €3.7m (€470m basis) and income by €0.3m
(for a notional amount of €60m).
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ADDITIONAL DISCLOSURES ON FINANCIAL INSTRUMENTS

9.1. IMPACT OF FINANCIAL INSTRUMENTS ON THE BALANCE SHEET

In thousands of euros

Non-current financial assets

31.12.2009
AmountAnalysis by IAS 39 category

Loans and receivables
Liabilities at amortised cost

Carrying Fair value

amount

Available-for-sale
financial assets

406,590406,590-406,590

Derivative financial
instruments*

Other non-current financial assets

3,9853,9853,985--

Trade and other receivables

7,9967,9967,996--

Network receivables

173,760173,760173,760--

Current income tax assets

1,8771,8771,877--

Current financial assets

132,445132,44533,05799,048340

Other current assets

60,09960,09960,099--

Cash and cash equivalents

748,464748,464129,948618,516-

Total financial assets

1,535,2161,535,216410,7221,124,154340

Non-current player funds

198,832198,832198,832--

Trade and other payables

61,78061,78061,780--

Network payables

115,966115,966115,966--

Government gaming levies

125,221125,221125,221--

Winnings payable and distributable, current player funds

436,504436,504436,504--

Other current liabilities

88,99188,99188,991--

Current income tax liabilities

562562562--

Other financial liabilities

30,52130,52130,334-187

Total financial liabilities

In thousands of euros

Non-current financial assets

1,058,3771,058,3771,058,190-187

31.12.2010

AmountAnalysis|by IAS 39 category

Available-for-sale
financial assets

Loans and receivables
Liabilities at amortised cost

Carrying Fair value

amount

510,361510,361-480,59829,763

Derivative financial
instruments*

Other non-current financial assets

15,27215,27215,272--

Trade and other receivables 8,2228,2228,222--
Network receivables 215,259215,259215,259--
Current income tax assets 4,4574,4574,457--

Current financial assets

342,381342,38122,020319,812549

Other current assets

65,04565,04565,045--

Cash and cash equivalents

369,119369,11931,619337,500-

Total financial assets

1,530,1161,530,116361,8941,137,91030,312

Non-current player funds

196,216196,216196,216--

Trade and other payables

83,39783,39783,397--

Network payables

131,715131,715131,715--

Government gaming levies

177,297177,297177,297--

Winnings payable and distributable, current player funds

361,641361,641361,641--

Other current liabilities

95,05895,05895,058--

Current income tax liabilities

764764764--

Other financial liabilities

26,85526,85526,343-512

Total financial liabilities

*Fair value through profit or loss.

1,072,9431,072,9431,072,431-512
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9.2. IMPACT OF FINANCIAL INSTRUMENTS ON THE INCOME STATEMENT AND ON SHAREHOLDERS' EQUITY

9.2.1. Net gains and losses by financial instrument category

In thousands of euros Financial result Operating result

InterestFair value through profi  t Gain or loss on
or loss disposal

Total at 31 December 2008 32,6874,18228,143- 603

Available-for-sale financial assets** 15,485- 5635,967-

Loans and receivables ---- 622

Derivatives --4,7485,941-

Total at 31 December 2009 15,485- 5,31111,908- 622

Available-for-sale financial assets** 24,944- 33,215-

Securities measured at fair value through profit -- 240--

or loss

Loans and receivables ---- 653

Derivatives -242- 331-

Total at 31 December 2010 24,944- 12,884- 653

. _____________________________________________________________________________________________________________________________|]
* Losses on bad debts ** Note 6.5.

9.2.2. Impact of financial instruments on transferable shareholders' equity

In thousands of euros Gross amountTax Net amount
Balance at 31 December 2008 16,6392,58919,228

Changes in fair value 9,536

Impairment charges reclassified to the income 563

statement

Amounts from disposals reclassified to the -2,953

income statement

Changes in deferred taxes 815
Balance at 31 December 2009 23,7853,40427,189

Changes in fair value -737

Impairment charges reclassified to the income -3

statement

Amounts from disposals reclassified to the - 11,827

income statement

Change in taxes -7,175
Balance at 31 December 2010 11,218- 3,7717,447

________________________________________________________________________________________________________________________________|]
Note: Tax calculated using the effective tax rate (see Note 6.6).
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&

FEES PAID TO THE INDEPENDENT AUDITORS

In thousands of euros 31.12.2010

Financial statement audit fees 713
Parent company 432
Subsidiaries281

Other procedures and services directly 238

related to the duties of the statutory

auditors
Parent company 238

Subsidiaries-
. __________________________________________________________________________________|

The total amount of audit fees has been distributed equitably
within the group of statutory auditors.

GENERAL OPERATING RISKS
11.1. GENERAL BUSINESS RISKS

The company is exposed to the following potential risks, which are
an inherent part of its business:

— counterparty risks relating to all counterparty games offered
—risks of fraud or human error caused by the company’s personnel,
its distribution network or its IT system

— risks of major incidents in the ability of IT systems to collect or
process playslips, and their consequences in terms of loss of
revenue and damage to reputation and customer confidence

— general risks related to the signing of highly specialised contracts.
These risks are covered by a statutory reserve (Note 5.11.2), which
also covers the costs related to compensation of sale agents in the
event of their departure (Note 13).

11.2. CURRENT RISKS ASSOCIATED WITH THE BUSINESS
OF GAME OPERATOR

Some draw-based, sports betting and scratch games are based
on the counterparty principle. The face value of the prizes is fked
or derived from a probability calculation. The number or value of
prizes won is determined by chance.

For such counterparty games, the total amounts that will actually
be distributed to winners cannot be determined in a precise
fashion, they can only be estimated. They may be more or less
than the share of player stake set aside for players in accordance
with the Budget Minister's decree. These negative and positive
differences can result in fi nancial gains for la Francaise des Jeux
or in financial risks.

Such risks are managed in a counterparty fund specifi c to each
game, which allows the financial risk to be spread across all the
events of a game.

In addition, the overall counterparty risk management for la
Francaise des Jeux is managed by means of the permanent fund,
which enables the pooling of fhancial risk across all games of this
type. In accordance with the Decree of 1978, as amended by
Decree No. 2006-174 of 17 February 2006, the permanent fund
is capped at 1% of player stake for the year. The surplus is paid
to the government. Risks considered as rare and extreme-case
are covered by the statutory reserve (Note 5.11.2).

The counterparty fund totalled €90.7m at the end of 2010 and
the permanent fund €105.5m.

Furthermore, each draw-based game and sports-betting game
has carryover funds and reserve funds. The former contain un-won
Tier 1 amounts to be rolled over to future games, while the latter
contain winnings unclaimed by players within the designated
timeframes. The amounts paid into the reserve fund are amounts
awaiting future distributions and are carried on the Group’s
balance sheet. Under the terms set by decree and the game rules,
any amounts required for supplemental payments to players may
be charged to these funds through commercial operations. The
carryover and reserve funds totalled €167m at 31 December 2010.

&

PENDING LEGAL PROCEEDINGS AND OTHER
DISPUTES

In 2004, the Company was brought before the  Conseil de
Prud’hommes (Labour Conciliation Tribunal) of Aix-en-Provence
by former employees on the matter of the employee savings plan.
The case is still ongoing.

Adispute has arisen before several jurisdictions with a player who
objects to the method of apportioning winning prizes within
batches of scratch cards. The case is still ongoing.

In 2006, the European Commission began infringement
proceedings against France for the gaming monopoly held by la
Francaise des Jeux and PMU. This proceeding was withdrawn
following the promulgation of the Act of 12 May 2010 on the
opening of the market for online betting and lottery games.

OFF-BALANCE-SHEET COMMITMENTS

For the purposes of tax consolidation, in the event that the tax
consolidation agreement is not renewed or if subsidiaries are
deconsolidated before this expires, la Francaise des Jeux has
undertaken to indemnify subsidiaries for the additional tax burden
resulting from the loss of the right to defer tax losses incurred
during consolidation and not used by subsidiaries during this
period.

At 31 December 2010, the tax losses liable to be paid back to
subsidiaries concern Internationale des Jeux in the amount of
€3.9m representing €1.3m in taxes, la Francaise de Patrimoine in
the amount of €1.8m representing €0.6m in taxes, and FDJ
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Développement in the amount of €1.2m representing €0.4m in
taxes. The Group's strategy does not anticipate the exit of these
subsidiaries. As the risk has therefore been deemed to be zero, no
provision has been established for it.

— L"Fchappée Sports Association (of which la Francaise de Jeux is
amember) holds 65.87% of the share capital ofSociété de Gestion
de I’Echappée. The association has granted la Francaise de Jeux a
ten-year call option expiring in 2012 on all or part of these shares.
The purchase price of all the shares is €35k. La Francaise des Jeux
currently holds 34.01% of the share capital of Société de Gestion
de I'Echappée.

— To comply with the legislation on employee savings and to
guarantee the liquidity of the “FDJ Actionnariat” employees’
mutual fund, through which employees own 5% of the company’s
share capital, Crédit Lyonnais has granted the fund a fst-demand
guarantee for €5m. La Francaise des Jeux has given Crédit Lyonnais
a counter-guarantee in the same amount. Lastly, the fund has
signed an agreement with la Francaise des Jeux to repay funds
collected or from the sale of shares.

The commitments were entered into for a period of two years
beginning on 1 June 2010. For the record, and without this
entailing any obligation for the company, the calculation of the
net asset value of the FDJ Actionnariat Mutual Fund was updated
in July 2010.

— In conformity with the July 2003 agreement between la Francaise
des Jeux and its sale agents, la Francaise des Jeux has undertaken,
in the case where a sale agent has departed and a transferee has
not been accepted, to compensate the departing sale agent in
accordance with the terms of the contract. Since 2006, these

The other commitments are presented in the table below:

In thousands of euros

commitments have been covered by the statutory reserve for their
total amount net of corporate income taxes. This pre-tax amount
was €192m at 31 December 2010.

— La Francaise des Jeux granted guarantees to the employees it
transferred to la Francaise de Maintenance when that company
was created. EDS France, now HP Entreprise Services France, in
turn gave la Francaise des Jeux a counter-guarantee on some of
these commitments.

—Online Gaming 3D granted a call option to la Francaise des Jeux
and Groupe Lucien Barriere on its shares in LB Poker, exercisable
between 2015 and 2016. La Francaise des Jeux and Groupe Lucien
Barriére granted a put option to Online Gaming 3D on all shares
it holds in LB Poker. This option is exercisable between 2014 and
2016.

Lastly, Groupe Lucien Barriére granted a put option to LB Poker on
all of its shares in the BIG, thecompany that developed the online
gaming platform owned by LB Poker. This option is exercisable
until 25 May 2016, and may not be opposed by Groupe Lucien
Barriere.

Any purchases or sales will be carried at fair value. The corresponding
options are therefore not recognised in the consolidated financial
statements.

31.12.2010 31.12.2009

In thousands of eurosThird party

Guarantee deposits and first-demand guaranteesVarious: Fongépar, UCI, LCL

Performance bonds*Various suppliers

6,7107,710
(Foundation), Selectsclam Ltd

75,74756,599

Cycling team sponsorship and cyclists” image rightsCyclists 1,080570
Association I'Echappée 7575

Escrow accountEuro Millions 1,0491,049

Lease deposit and guaranteeBoutique Lyon 1212

Other1,850 1,3981 398
Total commitments given 86,52367,413

Performance bonds and return of payments on account 9,42715,701

Guarantees for return of stakes and payment of winnings 11,6169,632

Other - -
Total commitments received 21,04325,333

*Including operating leases: €6.8m; printer contract: €31.2m; terminal supplier: €16.3m and upgrading of central site €9.5m.
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SUBSEQUENT EVENTS

French decree No. 2011-252 of 9 March 2011 relating to the Gaming Advisory Committee (Comité Consultatif des Jeux, or “CCJ"),
specifies the conditions for appointing members to the various sub-committees and defies their procedures for referral, organisation
and operation. The CCJ comprises the Collége (an expert panel), the Observatoire des Jeux(gaming observatory) and two specialised
committees: an advisory committee on table games and casino gaming, and an advisory committee on gaming and betting under
exclusive rights.

According to a decree published on 12 February 2011 in the Journal Officiel, the CCJ, which has jurisdiction over all betting and
gaming in France, will be under the supervision of the Ministries for the Interior and the Budget, and not “answerable” to thePrime
Minister, as provided under the Act of 12 May 2010.

In addition, in February 2011, Groupe Lucien Barriere and Caesars Entertainment signed a three-year partnership making Barriéreghe
host in France for the World Series of Poker Europe (WSOPE). In October 2011, the WSOPE will be held for the fi rst time in Cannes
at two establishments of the Barriére network. The partnership also has an Internet presence with BarrierePoker.fr, which witlirganise
qualifying tournaments for the WSOPE and for the World Series of Poker held each summer in Las Vegas and which, in 2010, brough
together 72,000 participants from 117 countries.
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SCOPE OF CONSOLIDATION

Control is defined by the percentage of voting rights held directly or indirectly by the consolidating entity in the consolidated entity.

Consolidated

Name of entity

Activity

La Francaise des Jeux

method* Percentage

controlled

Percentage
controlled

FCOrganisation of lottery games100% 100%

LotSys FCDevelopment and supply of materials, 100% 100%
software and services related to games
of chance
Internationale des JeuxFCExport activities for games of chance and 100%100%
sports betting
& Beijing Zhongcai Printing EMPrinting of lottery tickets37%37%
La Francaise de Motivation FCBusiness travel consulting agency- 100%100%

La Pacifique des Jeux

Tourism agency

FCOperation of games of chance in French
Polynesia

99.99%99.99%

FDJ Développement FCSale agent in the French Antilles and 100%100%
French Guyana
La Francaise d'Images FCTechnical audiovisual services100% 100%
Société de Gestion de I'Echappée FCManagement and promotion of a 100% 100%
cycling team
La Francaise de PatrimoineFCLeasing of la Francaise de Patrimoine 100% 100%
furnishings - Transactions on real estate
and goodwill
& Boulogne-sur-Mer Jeux Distribution FC 100% 100%
& Belfort Jeux Distribution FC100%100%
& Chaumont Jeux Distribution FC100%100%
& Garches Jeux Distribution FC100%100%
& LaRoche-sur-Yon Jeux Distribution FC100%100%
& Roubaix Jeux Distribution FC100% 100%
& Tourcoing Jeux Distribution FC100%10%°gAnent and service provider of la
& Troyes Jeux Distribution FC100% 106@ncaise des Jeux for the distribution
& Paris Sud Jeux Distribution FC1OO%108f’/c9ameS to retailers
& Amiens Jeux Distribution FC100%100%
& Charleville Jeux Distribution FC100%100%
& Fréjus Jeux Distribution FC100%100%
& Douai Jeux Distribution FC100% 100%
& Saint-Ftienne Jeux Distribution FC100% 100%
& Grenoble Jeux Distribution FC100%100%
L 4

Le Havre Jeux Distribution

Services aux Loteries en Europe

Laverock von Schoultz (LVS)

FCCourtier-mandataire100% 100%

PCProvision of services for national lottery
agents

FCSoftware publisher100%

26.57%26.57%

LB Poker PCOperator of online poker games43.84%

*FC: full consolidation; PC: proportionate consolidation; EM: equity method.

The ownership interest (the percentage share held directly or
indirectly by the consolidating entity in the capital of the
consolidated entity) is identical to the percentage of control for
all subsidiaries, with the exception of Société de Gestion de

I"Echappée, in which the ownership interest is 34%. Given the
non-material nature of the Association I’Echappée and la Francaise
des Jeux Corporate Foundation, these two entities are not
consolidated.
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STATUTORY AUDITORS' REPORT
ON THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2010

This is a free translation into English of the statutory auditors’ report on the
consolidated financial statements issued in the French language and it is provided
solely for the convenience of English speaking users. The statutory audiitors report
includes information specifically required by French law in such reports, whether
modified or not. This information is presented below the audit opinion on the
consolidated financial statements and includes an explanatory paragraph
discussing the auditors’ assessments of certain signiftant accounting and auditing
matters. These assessments were considered for the purpose of issuing an audit
opinion on the consolidated fi nancial statements taken as a whole and not to
provide separate assurance on indlividual account captions or on information taken
outside of the financial statements. This report also includes information relating
to the specift verification of information given in the Group’s management report.
This report should be read in conjunction with, and is construed in accordance
with, French law and professional audiiting standardss applicable in France.

To the Shareholders,

In compliance with the assignment entrusted to us by your
Annual General Meeting, we hereby report to you, for the year
ended 31 December 2010 on:

—the audit of the accompanying consolidated fihancial statements
of la Francaise des Jeux;

—the justification of our assessments;

— the specific verification and information required by law.

These consolidated financial statements have been approved by the
Board of Directors. Our role is to express an opinion on these
consolidated financial statements based on our audit.

Q

OPINION ON THE CONSOLIDATED FINANCIAL
STATEMENTS

We conducted our audit according to the professional standards
applicable in France. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free of material misstatement.
An audit involves performing procedures, using sampling techniques
or other methods of selection, to obtain audit evidence about the
amounts and disclosures in the consolidated fiancial statements. An
audit also includes evaluating th e appropriateness of accounting
policies used and the reasonableness of accounting estimates made,
as well as the overall presentation of the consolidated fi nancial
statements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

In our opinion, the consolidated fi nancial statements give a true and
fair view of the assets and liabilities and of the fhancial position of La
Francaise des Jeux Group as at 31 December 2010 and ot the results
of its operations for the year then ended in accordance with Internatio-
nal Financial Reporting Standards as adopted by the European Union.

Without qualifying our opinion, we draw your attention to the
specific legal framework applying to the company set out in Note
1.2 to the consolidated financial statements, “Background of la
Francaise des Jeux Group”.

JUSTIFICATION OF ASSESSMENTS

In accordance with the requirements of Article L.823-9 of the

French Commercial Code (Code de commerce) relating to the
justification of our assessments, we bring to your attention the

following matters:

The note 2.3 to the consolidated fhancial statements describes the
significant estimates and judgements that management has made.
In particular with respect to intangible assets and goodwill, our work
consisted of assessing the appropriateness of the data used and
assumptions underlying these judgements and estimates, reviewing,
on a test basis, the calculations performed by the Company,
reviewing the procedures for approving these estimates by
management, and fially verifying that the appropriate information
on the assumptions, options and evaluations made by the Group is
disclosed in the notes to the consolidated fhancial statements.

These assessments were made as part of our audit of the
consolidated financial statements taken as a whole and therefore
contributed to the opinion we formed which is expressed in the

first part of this report.

SPECIFIC VERIFICATION

We have also performed in accordance with professional standards
applicable in France, the specift verifications required by the French
law on the information presented in the Group’s management
report. We have no matters to report as to the fair presentation and
the consistency with the consolidated fnancial statements.

Neuilly-sur-Seine and Paris 11 April 2011

The statutory auditors: )

NEr =
Deloitte & Associés / A
Muriel de Szilbereky | )Ud%
Tristan Guerlain r;r =
Grant Thornton e

Gilles Hengoat
Vincent Frambourt

U
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PARENT

COMPANY

FINANCIAL STATEMENTS

BALANCE SHEET

In thousands of euros

31.12.2010 31.12.2009

NoteGrossAmort. &

provisions

Intangible assets3.1

Research and development expenditure
Trademarks, software, copyrights and similar assets
Leases

Intangible assets in progress

Property, plant and equipment 3.2
Land

Buildings

Technical facilities, equipment and tools
Other property, plant and equipment
Tangible assets in progress

Advances and payments on account
Financial assets

Equity investments

Receivables related to investments
Loans

Other

30,01219,44310,56812,024

82,11861,53620,58122,530
=22

20,1313,05417,0774,109

2,7999571,8421,940
52,05241,96010,09111,034
156,823119,37637,44743,554
158,715105,47553,24060,910
6,348-6,3484,979
4,144-4,1444,234

3.339,62919,33620,29313,766
3.316,9893,06813,922
3.4890468441,087
3.411,862-11,86210,615

Fixed assets582,512374,251208,261191,704

Inventories (raw materials and other consumables)3.57,0501606,8906,398

Advances and payments on account2,018

Receivables

Game distributors

Other trade accounts receivable

Other operating receivables

Transferable securities3.8948,3493,752944,5971,088,632

Cash and cash equivalents3.8216,225

- 2,0183,117

3.7227,1984,284222,913177,162

3.67,0592,7084,3515,109
3.635,333-35,33318,408

= 216,225119,378

Current assets1,443,23210,9041,432,3281,418,204

Prepaid expenses3.9
Operating expenses

Game-related expenses

10,638-10,6389,304
28,065-28,06536,733

Unrealised exchange gains223
TOTAL ASSETS2,064,670385,1551,679,5151,655,946

= 2232
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In thousands of euros
Share capital

Reserves

Legal reserve

Statutory reserve
Optional reserve

Net income for the period

Regulated provisions

Note 31.12.2010 31.12.2009
76,40076,400

7,6407,640
256,648254,264
115,558111,429

78,93790,512

3.1171,83668,704

Shareholders’ equity3.10607,018608,949

Provisions for contingencies 4,6274,062
Provisions for losses 16,66813,207
Provisions for contingencies and losses3.1221,29417,269

Loans from credit institutions 3.825,97529,074

Trade creditors and other accounts payable 3.669,76252,662

Game distributors 3.7131,983116,223

Tax and employee-related liabilities 3.645,42538,378

Government gaming levies 3.7177,109125,062

Other operating payables 3.66

Winnings payable and for distribution 3.7535,057601,569

Other payables 3.635,58427,441

Cash instruments 16
Payables 1,020,911990,416
Deferred income3.9

Operating income 146479
Prepaid income (player stake) 29,71438,833
Unrealised exchange losses 431-
TOTAL LIABILITIES 1,679,5151,655,946
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INCOME STATEMENT

In thousands of euros Note 31.12.2010 31.12.2009

Stakes

10,551,4279,997.414

Government levies
Share returned to winners
Additions to counterparty funds

Revenue from gaming activities1,170,4391,113,920

Revenue from other activities

Total revenue from ordinary activities1,195,8401,138,368

Capitalised production
Operating subsidies

Reversals of provisions and depreciation and transfer of charges

Other operating income
Total operating income1,256,1111,190,561

-2,515,995- 2,531,316
-6,788,863- 6,311,717
-76,129- 40,461

25,40124,448

11,3978,576
1251
3,6025,539
45,26138,027

Inventory purchases used
— Purchases of goods for resale

— Purchases of raw materials and other consumables

— Change in inventories

Other external purchases and expenses
of which distribution network fees

Taxes and duties

Wages and salaries

Social security contributions

Depreciation of fixed assets

Provisions for fixed assets

Provisions for current assets

Provisions for contingencies and losses

Other expenses

Total operating expenses1,131,1991,072,443

20,15421,789
331502
19,70420,336
119951
943,727893,818
630,875599,960
11,77015,144
57,13553,294
27,35325,150
51,24947,770

5372,231
2,6273,191
3,8542,241

12,7937,816

Operating profit4.1124,912118,118

Interest and similar income

27,85023,523

Reversals of provisions and transfers of expenses 1,6333,000
Realised exchange gains 42127
Net income on disposal of transferable securities 3,2686,322
Total fnancial income 32,79332,972
Depreciation and provisions 12,4171,601
Interest and similar charges 140522
Realised exchange losses 65108
Net losses on disposal of transferable securities 57363
Total financial expenses12,6782,594

Financial result 4.220,11530,378

Pre-tax profit / (loss) 145,027148,496
Extraordinary income from operations 250878
Income arising on asset disposal 1,118705

Reversals of provisions and transfers of expenses
Total extraordinary income23,34126,209
Extraordinary operating expenses

Net book value of asset disposals

Depreciation, amortisation and provisions

Total extraordinary expenses34,44429,969

21,97324,626

5,6727,271
1,7801,731
26,99220,967

Extraordinary profit4.3- 11,103- 3,761

Employee profit-sharing and incentives
Income tax

4.410,0638,135
4.544,92546,088

TOTAL INCOME 1,312,2461,249,742
TOTAL EXPENSES 1,233,3091,159,230
NET PROFIT/(LOSS) 78,93790,512
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NOTES
Q

GENERAL PRESENTATION OF THE COMPANY
1.1. GENERAL INFORMATION

La Francaise des Jeux is a semi-public limited company under
French law, subject to all laws on commercial companies in
France, in particular the provisions of the French Commercial
Code and the provisions of the legal framework as described in
Note 1.2. Its registered offte is located at 126 rue Gallieni, 92643
Boulogne-Billancourt. It is 72% owned by the French state.

Following the opinion of the Audit Committee of 14 March 2011,
the Board of Directors on 23 March 2010 approved the parent
company financial statements, which will be fi nal after their
approval by the Annual General Meeting of 26 May 2011.

1.2. REGULATORY ENVIRONMENT

La Francaise des Jeux operates in a regulated environment. After
the law of 21 May 1836 prohibited lotteries of any kind, Article
136 of the Finance Law of 31 May 1933 repealed this general
prohibition by authorising the government to create the National
Lottery as follows: "Within one month after the date of
promulgation of this Law, the Government shall specify by decree
the terms and condiitions for organising and operating a lottery...."
Numerous decrees and orders have since specifed the terms and
conditions of the Loterie Nationale.

» The decree currently governing the organisation and opera-
tion of the lottery games authorised by Article 136 of the law
of 31 May 1933 is Decree No. 78-1067 of 9 November 1978, as
amended. It delegates the organisation and operation of games
to a government-owned company originally known as Société
de la Loterie Nationale et du Loto National, which then took on
the name France Loto, followed by la Francaise des Jeux.

This decree conferred upon the company the organisation and
operation of the games existing at the time: Loterie Nationale
and Loto National. Subsequently, other products were launched:
Tac O Tac in 1984, Loto Sportif in 1985, scratch games in 1989,
Kenoin 1993, Rapido in 1999, fed-odds sports betting in 2003,
Euro Millions in 2004 and Bingo Live® in 2009.

The amended Decree of 9 November 1978 states that an order
of the Budget Minister sets out the terms under which the com-
pany carries out its tasks in accordance with the objectives men-
tioned in Article 1 of the Decree, which relate to the protection
of the public and social order. The Budget Minister determines
how the stakes collected are distributed, taking into account the
statutory levies on gaming (stamp duty until 13 May 2010, levy
tofinance the national sports development programme (CNDS),
social security debt retirement tax (CRDS), supplementary social
security tax (CSG) and tax and social security levies on sports
betting). In particular, the Minister sets the share of player stake
to be applied against the cost of the organisation and operation

of games by la Frangaise des Jeux (and its network).
The games are distributed via a network of intermediaries, sale
agents and retailers, bound by contract to la Francaise des Jeux.

& Act No. 2010-476 of 12 May 2010 opened up the betting and
lottery games sector to the competition and regulation, and
authorised the operation of online sports betting, horse race
betting and poker games. Operators must first obtain approval
from the authority in charge of regulating online games and bets
(Autorité de Régulation des Jeux En Ligne , or "ARJEL"). La
Francaise des Jeux obtained a licence to operate online sports
betting games (ParionsWeb offer) on 8 June 2010 and for the
operation of online poker (via LB Poker, the joint venture with
Groupe Lucien Barriére) on 26 July 2010.

& Decree No. 2006-174 of 17 February 2006, which amended
the 1978 Decree, established, under the Budget Minister, an

" Advisory Committee for the Implementation of Gaming Policy
and Responsible Gaming” (Comité consultatif pour la mise en
ceuvre de la politique d’encadrement des jeux et du Jeu Respon-
sable, or "COJER"), composed of qualifid experts and represen-
tatives from the French Ministries of Health, Interior, Youth and
Sport, in addition to a representative of the Budget Minister.
This Committee is responsible for advising the Minister on the
gaming policy for la Francaise des Jeux. It gives its opinion on the
approvals that the Minister needs to issue for the company’s
gaming programme and the action plans implemented to meet
the objectives set forth by the decree, as well as the legal obli-
gations of fighting money laundering. Since 1 October 2004, la
Francaise des Jeux has been subject to the "obligations relating
to the fight against money laundering and the financing of ter-
rorism" set out in the French Monetary and Financial Code.

» In matters of control, the company, like all limited companies,
has an independent auditor. It is further subject to the state
control of public sector entities pursuant to Decree No. 53-707
of 9 August 1953, business and fi nancial audits pursuant to
Decree No. 55-733 of 26 May 1955, and audits conducted by
the French National Audit Offce (Cour des Comptes) and inspec-
tions by the General Financial Inspectorate. In accordance with
Act No. 83-675 of 26 July 1983, its Board of Directors is made
up of 18 members, including nine government representatives,
six directors elected by employees and three directors appointed
by the Annual General Meeting of shareholders. Its Chairman is
appointed by decree of the French President, after consulting the
finance committees of the two elected assemblies.

The Group, which includes 29 entities, operates its gaming
business in mainland France and its overseas departments and
territories. It is present internationally through investments in:

— Beijing Zhongcai Printing (BZP), a lottery ticket printer located
in China

— SLE (Services au Loteries en Europe), the Belgian cooperative
company created as part of the Euro Millions lottery to provide
drawing services and administration for the participating lotteries
—and LVS (Laverock von Schoultz), a British software company
specialising in Internet technologies.
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1.3. SIGNIFICANT EVENTS
1.3.1. Creation of LB Poker

On 18 January 2010 la Francaise des Jeux formed a partnership
with Groupe Lucien Barriére leading to the creation of a joint
venture, LB Poker, on 25 May 2010. The company is 43.84%
owned by la Frangaise des Jeux, 43.84% by Groupe Lucien
Barriere and 12.32% by Online Gaming 3D. It offers a range
of online poker games, operated in compliance with the Act
of 12 May 2010.

The acquisition cost for LB Poker was €7.3m, paid for through an
increase in the share capital, fully paid up. In addition la Francaise
des Jeux granted the entity a current account advance in the gross
amount of €16.7m.

1.3.2. Acquisition of LVS

To strengthen its technological expertise in online gaming, on
23 March 2010 la Francaise des Jeux acquired UK software
publisher LVS (Laverock von Schoultz). Based in London and
an expert in Internet technologies, LVS is a European benchmark
amongst suppliers of betting software platforms. It notably
worked with la Francaise des Jeux to set up its new online
sports betting offer, ParionsWeb, which was launched in
November 2009. This confirmed the Group's positioning as an
integrated operator in the field of sports betting. In the retail
network as on the Internet, this acquisition helps to ensure
that the offer is highly responsive to players’ expectations, and
to provide them with the highest level of security.

The cost of this acquisition includes an upfront payment of
£2.7m and additional, post-transaction payments.

Q

SIGNIFICANT ACCOUNTING POLICIES
2.1. GENERAL PRINCIPLES

The financial statements of la Francaise des Jeux Group are
prepared in accordance with general accepted accounting
principles in France, pursuant to the laws, decrees and regulations
in force. They are prepared on a going concern basis.

2.2. INTANGIBLE ASSETS AND PROPERTY,
PLANT AND EQUIPMENT

Development expenditures are recognised as assets if they
relate to clearly identifi able projects that have a genuine
chance of technical success and commercial profi tability or
economic viability. In accordance with Regulation CRC No.
2004-06, only expenses incurred during the development
phase are capitalised as assets; expenses incurred during the
research phase are recognised as expenses.

The development expenditures of la Francaise des Jeux relate
to software projects that are part of a development project.

The development expenditures of la Francaise des Jeux include:
— internal man-days in the IT department valued at a rate
including payroll and project-related expenses (operating
expenses, office technology, buildings)

— costs of subcontracting under state control.

Development projects are amortised on a straight-line basis
over their useful life. In the case of projects relating to several
applications, the useful life adopted is that of the application
most affected. The software concerned is amortised over
terms ranging from 2 to 11 years.

Intangible assets and property, plant and equipment are valued
at their acquisition cost (purchase price plus related fees).

The amortisation periods in 2010 are the following:

Intangible assets

Straight-line basis:

Software 2 to 11 years

Brands acquired 10 years
Tangible assets

Straight-line basis:

Buildings 20 to 25 years

Building improvements 10 years
Lottery terminals 2 to 10 years
Furniture and equipment 3 to 10 years
Declining-balance depreciation:
Hardware 3.25 to 7 years

If there is an indication that an impairment loss has occurred, and
in accordance with CRC Regulation 2002-10 relative to the
depreciation and amortisation of assets, la Francaise des Jeux
performs an impairment test on the assets concerned at the
balance sheet date.

The present value, which is the higher of the market value or value
in use, is then compared to the net value of the asset (or group
of assets). Impairment is recognised if the former is less than the
latter, and is equal to the difference between the two amounts.
Value in use is generally estimated by discounting future cash
flows, and market value is assessed in terms of recent transactions,
contractual items or industry practices.
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2.3. EQUITY INVESTMENTS

Equity investments are recorded on the balance sheet at their
acquisition cost. Their value is reviewed annually by reference to
their value in use, which takes particular account of the current
and projected profitability of the subsidiary or the share of equity
held. If the value in use falls below the acquisition cost, a provision
for impairment of the asset is recorded.

2.4. INVENTORIES

Inventories are measured at cost, provided that this amount does
not exceed the net realisable value. Cost is established based on
the "first in, first out" (FIFO) method for games and according to
the weighted average cost method for other products.

Inventories are depreciated according to their technical or
commercial obsolescence.

2.5. RECEIVABLES

Receivables are recognised at their nominal value. They are subject
to a provision for impairment if the debtor’s situation indicates
that the amount may not be recoverable.

2.6. TRANSFERABLE SECURITIES

Transferable securities are recorded on the balance sheet at
historical cost. However, if at the balance sheet date their market
value is less than their initial value, a provision for impairment is
recorded (except for securities with guaranteed capital and
securities with a maturity of less than 6 months). Market value is
determined:

— for listed securities, by reference to the stock market price at
year-end

— for unlisted securities, by reference to the last net asset value
published or the estimated realisable value.

2.7 REGULATED PROVISIONS

The provision for investments is calculated based on employee
profit-sharing agreements. Accelerated depreciation is determined
based on the difference between fscal depreciation and economic
depreciation.

2.8. PROVISION FOR EMPLOYEE BENEFITS

The company’s obligations for post-employment benefi ts are
covered by a provision for charges using the corridor method. In
accordance with Recommendation No. 2003-R-01 of the French
National Accounting Council, they are calculated retrospectively
using the projected unit credit method based on salary at
retirement. In addition, employees of la Francaise des Jeux retain
their health coverage upon retirement (or in the event of disability/
dismissal), which is in keeping with the requirements of the Evin
Law of 31 December 1989 and the interprofessional national

agreement of 11 January 2008. The system for former employees
runs at a deficit and is covered by a provision.

2.9. COUNTERPARTY AND PERMANENT FUNDS

Some draw-based games, sports betting games and scratch-card
games are based on the counterparty principle:

— the face value of prizes is fi xed or derived from a probability
calculation
— the number or value of prizes won is determined by chance.

The total amount effectively paid out to winners cannot be
precisely predetermined, but only estimated: it may be more or
less than the share of player stake set aside for players in
accordance with the Budget Minister's decree. Depending on
whether these differences are positive or negative, they may entail
a financial risk for la Francaise des Jeux. Such risks are managed
in a counterparty fund specifi c to each game, which allows the
financial risk to be spread across all gaming events.

Furthermore, to limit the overall counterparty risk for la Francaise
des Jeux, which may be extremely significant, a permanent fund
has been created to manage differences in risk hedging for each
game and thus allows it to be spread across all games of this type.

According to the 1978 Decree, as amended by Decree No. 2066-
174 of 17 February 2006, the permanent fund is capped at 1%
of player stake for the year and the surplus is paid to the state.

2.10. FOREIGN CURRENCY TRANSACTIONS

In respect of currency hedges, income and expenses in a foreign
currency are recorded at their equivalent value in euros at the
hedging rate. Payables and receivables in foreign currency carried
on the balance sheet at year-end are translated at the exchange
rate in force at 31 December. The difference resulting from this
translation is recognised in the balance sheet under "Translation
adjustments”.

Excluding currency hedges, income and expenses in foreign
currency are recorded at their equivalent value in euros at the
transaction date. Payables and receivables in foreign currency
carried on the balance sheet at year-end are translated at the
exchange rate in force at 31 December. The difference resulting
from this translation is recognised in the balance sheet under
"Translation adjustments”. Any unrealised exchange losses are
covered by a contingency provision.
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NOTES TO THE BALANCE SHEET

3.1. INTANGIBLE ASSETS

In thousands of euros 31.12.2010 31.12.2009
GrossAmort. & - GrossAmort. & -

provisions provisions

Trademarks, copyrights and similar 2,904- 1,1561,7482,822- 1,0951,726

assets

Internally generated development costs 30,012-19,44310,56827,291- 15,26812,024

Software 79,213- 60,38018,83374,035- 53,23120,804

Leases ---1,187- 265922

Fixed assets under construction 20,131-3,05417,0776,626- 2,5174,109

Total intangible assets132,260- 84,03448,227111,961- 72,37639,584

Changes in these items during the period were as follows:

In thousands of euros GrossAmort. & provisionsNet

Balance at 31.12.2009111,961- 72,37639,584

Acquisitions 22,042-22,042

of which internally generated 11,397-11,397
Disposal and retirement -2,182--2,182

of which internally generated - 964-- 964
Reclassification of fixed assets under construction 439-439
(Chalrge)/reversal of depreciation, amortisation and --11,657- 11,657
provisions

Balance at 31.12.2010132,260- 84,03448,227

Intangible assets acquired in 2010 mainly concern software devdopment relating to production information systems. They also ilude
business applications and licences, as well as the sports betting platform put into operation in November 2009 and which undervent
changes in 2010 to adapt the offer for the liberalisation of the online gaming market, among other things.

3.2. PROPERTY, PLANT AND EQUIPMENT

In thousands of euros 31.12.2010 31.12.2009
GrossAmort. & o GrossAmort. & -

provisions provisions

Land and improvements 2,799- 9571,8422,730- 7901,940

Buildings 52,052-41,96010,09151,663- 40,62911,034

Technical install., materials, equipment 156,823- 119,37637,447148,461- 104,90743,554

Other property, plant and equipment 158,715- 105,47553,240147,885- 86,97560,910

Tangible assets in progress 6,348-6,3484,979-4,979

Advances and payments on account 4,144-4,1444,234-4,234

Total property, plant and 380,881- 267,768113,113359,952- 233,301126,651

equipment



LA FRANCAISE DES JEUX — 67

Changes in these items during the period were as follows:

In thousands of euros GrossAmort. & provisionsNet

Balance at 31.12.2009359,952- 233,301126,651

Acquisitions* 26,394-26,394
Disposals and retirement** -5,025-- 5,025
Reclassification as intangible - 439-- 439
assets***

(Charge)/reversal of depreciation, -- 34,46734,467

amortisation and provisions
Balance at 31.12.2010380,881- 267,768113,113

L]
* Excluding reclassification from fixed assets under construction and advances and payments on account to property, plant and equipment (€1,549k).

** Excluding reclassification from fixed assets under construction and advances and payments on account to property, plant and equipment (€6,845k).
*** Reclassification from fixed assets under construction and advances and payments on account to intangible assists.

The main acquisitions relate to the installation of furniture arl equipment in points of sale (including new generation gamingerminals,
sales counters and players’ areas).

Disposals mainly reflect the removal of old fixtures and equipment from points of sale.

3.3. EQUITY INVESTMENTS AND RECEIVABLES RELATED TO INVESTMENTS

The table below identifies the key data for each subsidiary and equity investment:

In thousands of Equity at  of which Share of Book value of shares  Current Receivables Revenue Profit/  Dividends
euros 31.12.10 share capital held held account* related to in 2010 (loss) paid in

capital by FDJ GrossNet investments 2010 2010

1-Subsidiaries (>50%):

LotSys 8,6672,943100.00%3,1533,153- 8,792-12,4571,0681,191
Internationale des Jeux 5,5162,200100.00%15,8325,515- 2,822--932-

La Pacifique des Jeux 2,1471,25799.99%1,3131,313--5,762763756

La Francaise d'Images 2,593229100.00%2822822,842-13,094181-

La Frangaise de 1,683706100.00% 1,8401,683- 827-9,400135200
Motivation

La Frangaise de 2,79042100.00%4,3892,790- 471-37496-

Patrimoine

FDJ Développement 625229100.00%2672672,337-1,368- 176-

Laverock von Schoultz** 1,1062,324100.00%5,1725,1721,760-1,407- 1,163-
2-Equity investments (>10% and <50%):

Services aux Loteries 47837626.57%100100--2,7955817

en Europe

Société de Gestion de 715334.01%1818--7,418- 21-

I'Echappée

LB Poker -3,22814,53943.84%7,263-- 16,989530- 14,343-
Total39,62920,293- 5,97416,98954,268- 12,070 2,164

* Receivable (-) or payable (+) of the subsidiary towards la Franccaise des Jeux. ** The valuation of LVS shares refl ects a cost escalation clause.
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In 2010, the increase in equity investments reflects:

— the acquisition of all shares in LVS

— the creation of LB Poker, in which la Francaise des Jeux owns 43.84%.

Receivables related to investments correspond to the gross current account with LB Poker.

3.4. LOANS AND OTHER FINANCIAL ASSETS

Loans granted to employees during the period totalled €0.4m. Repayments of principal and interest amounted to €0.7m. The balamc
at the end of 2010 is as follows:

Loans 890
< 1 year 313
> 1 year 577
Other (deposits and guarantees) 11,862
< 1 year 6
> 1 year 11,857

"Other financial assets" includes the Euro Millions guarantee of €7.6m, intended to cover the third-party risk relating to this pooled
game. In 2010, this item also included a deposit of €1.9 million relating to the acquisition of LVS.

3.5. INVENTORIES

Gross inventories consist of tickets, playslips and game receipts totalling €6.8m and spare parts totalling €0.2m. Changes in these items
during the period were as follows:

In thousands of euros GrossProvisionsNet

Balance at 31.12.2009 7,168- 7716,398

Additions net of disposals -119-- 119
Net change in provisions -611611
Balance at 31.12.20107,050- 1606,890
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3.6. RECEIVABLES AND PAYABLES NOT DIRECTLY RELATED TO GAMING OPERATIONS

ASSETS 31.12.2010 EAR P[]
In thousands of euros GrossimpairmentNetNetNet

Trade receivables, operations 4,623- 3364,2873,2153 215

Trade receivables, gaming* 2,436- 2,372641,8931 893

Trade receivables7,059- 2,7084,3515,1085 108
Other operating receivables35,333-35,33318,40818 408

* See Note 3.7.

Other operating receivables mainly include Group current account receivables (€6.9m) (Note 3.3), supplier credit notes (€12.7m), VAT
receivables (€8.7m) and the surplus payment on account for corporat e income tax (€4.3m). The increase in this item mainly conce rms
supplier credit notes (+€9m) mainly related to the agency that handles the purchase of advertisin g space on behalf of la Francaise des
Jeux, and government claims (+€4.4m) representing payments on account of surplus tax for the period.

LIABILITIES 31.12.2010 31.12.2009

In thousands of euros

Trade payables 69,76252,662
Tax and employee-related liabilities45,42538,378

Other operating payables - 6
Other operating liabilities 31,57727,104
Other liabilities, gaming* 4,006337

Other payables 35,58427,441

* See Note 3.7.

The increase in trade payables stems from heightened activity at year-end and an increase in communications, particularly related
to the opening of the market for online gaming.

The increase in tax and employee-related liabilities is mainly explained by the settlement of the balance of certain of the company’s
employee benefit obligations in January 2011 whereas in the previous year all had been settled at 31 December 2009, and by the
increase of €1.7m in employee profit-sharing liabilities.

Other operating liabilities mainly include Group current account payabks (€12.9m) (Note 3.3) and payables to fied asset suppliers
for €13.0m. These were up by €1.7m following the execution of orders at year-end relating to equipment for new points of sale.
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The table below identifies receivables and payables for each subsidiary and equity investment:

Receivablespayables _

In thousands Advances and Trade Other Current [Trade payablesQther Payables Current

of euros payments on receivables operating account operating |[relating to fixed account

account receivables receivables payables assets [EVELES

1-Subsidiaries (>50%):

LotSys -116--2,396--8,792

Internationale - - - - - - - 2
des Jeux

La Pacifique - 1 0 7 2 8 - -
des Jeux

La Francaise -219-2,8423,346---
d’'Images

La Francaise 3131--1,749245-827
de Motivation

La Francaise - - - - - - - 4
de Patrimoine

FDJ -37-2,3372---
Développement

Laverock von Schoultz - - - 1 , 7 6 0

2-Equity investments (>10% and <50%):

Services aux 2 4 4 - - - 8 8
Loteries en Europe

Société de Gestion - 2 7 - - 1 4 -
de I'Echappée

LB Poker - 1 , 8 9 3 - -

Total5572,400286,9397,595245-12,913

3.7. RECEIVABLES AND PAYABLES DIRECTLY RELATED TO GAMING OPERATIONS

ASSETS 31.12.2010 31.12.2009

In thousands of euros GrossimpairmentNet _

Game distributors227,198- 4,284222,913177,162

Trade receivables, gaming 2,436- 2,372641,893
Trade receivables, operations* 4,623- 3364,2873,215
Trade receivables7,059- 2,7084,3515,108

* See Note 3.6.

Receivables held by la Francaise des Jeux against game distributas include amounts owed by the distribution network. Their incease
was due to calendar effects and greater activity in late December 2010 than in late December 2009.
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LIABILITIES

In thousands of euros 31.12.2010 31.12.2009
Game distributors 131,983116,223

Government gaming levies177,109125,062

Distributable winnings 535,057601,569

Other liabilities, gaming 4,006337

Other operating liabilities* 31,57727,104

Other payables 35,58427,441

* See Note 3.6.
Game distributor liabilities correspond to the remuneration due to this network, mainly for paid winnings; these were up due to
a calendar effect.

The increase in government gaming levieswas primarily related to the permanent fundsurplus payable to the state, which amounted
t0 €72.3min 2010, against €7.1m at the end of 2009 (+€65.2m). This item also includes €15.2m in payables to the CNDS (national
sports development programme). Lastly, the Act of 12 May 2010 abolished the stamp duty (-€18.8m).

Distributable winningsin late 2009 included major prizes won in December (including €59m on Euro Millions and €11m on Keno).

Other liabilities, gaming includes a €3.6m call for capital by SLE, one of the members of the group with actual winnings payable
that were higher than the theoretical winnings.

3.8. NET CASH
Shares in UCITS and investment funds 360,517-1,821358,696
Transferable debt securities 265,000-265,000
Bonds 322,832-1,931320,901
Total transferable securities948,349- 3,752944,597
Short-term deposits 216,225-216,225
Payable to banks* - 25,975-- 25,975

Liabilities on financial instruments - - -

Total cash (net of payables)1,138,599- 3,7521,134,847
. _________________________________________________________________________________________________________________]
* Accounts that are payable for accounting purposes.

This cash position comes from a surplus in working capital requirement mainly inherent in gaming (€714.8m) and from working
capital (€420.1m).

3.9. DEFERRED INCOME AND PREPAID EXPENSES

Deferred income corresponds to €29.7m in player stake on future drawings. Thisdiure was down by €9.1m compared to 31 December
2009. Prepaid expenses related to games and amounted to €28.1m, down €8.7m compared to last year. These correspond to the
commissions paid to the network, and the share of player stake set aside for players and other levies. The decrease in these items is
mainly due to a calendar effect relating to the last Euro Millions draw, which was held on 31 December 2010 (vs. 1 January 2010).
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3.10. SHAREHOLDERS' EQUITY

The share capital of la Francaise des Jeux is €76,400,000 and is composed of 200,000 shares with a par value of €382.

In thousands of euros

Balance at 31.12.2009 608,949
Dividends paid - 84,000
2010 net profit 78,937
Retained earnings -
Change in regulated provisions 3,132
Balance at 31.12.2010 607,018

3.11. REGULATED PROVISIONS

In thousands of euros 31.12.2009AllowancesReversals 31.12.2010
Provision for investment 1,476301361,370

Accelerated depreciation 67,22823,38020,14270,466

Total 68,70423,41020,27871,836

Accelerated depreciation mainly concerns technical equipment and software, as well as development costs.

3.12. PROVISIONS FOR CONTINGENCIES AND LOSSES

In thousands of euros 31.12.2009AllowancesReversal of used - Reversal of ur.ufsed 31.12.2010
provisions provisions
Provisions for 4,062796- 99- 1334,627
contingencies
Employee benefits: 10,1452,907- 400-12,651
Post-employment benefits 6,955752- 324-7,383
Service recognition awards 2,690220- 76-2,834
Health care costs 5001,935--2,435
Other expenses 3,0623,810- 2,749- 1064,017
Provisions for losses 13,2076,716- 3,149- 10616,668
Total 17,2697,512- 3,248- 23921,294
of which extraordinary profit -2,7861,099100-
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3.12.1. Provisions related to employee benefits

The post-employment benefits scheme corresponds to benefits paid to employees when they retire, as set out in the relevant national
industry agreement, in accordance with the criteria governing length of service, age, and terms and conditions of retirement.

The discount rate used was 4.56%, defined based on the reference rate for AA corporate bonds with a maturity of between 10 and
15 years in the euro zone, including an infl ation rate of 2.2%. Using the corridor method , the actuarial gains and losses still to be
amortised at 31 December 2010 stand at €0.7m.

In addition, under the reform of the French pension system, the canditions for retirement have been changed. The age of retirement
is gradually being raised from 60 to 62 years for non-managers at the rate of 4 months per year depending on the date of birth. It
was already set at 62 years for managers.

The change in liability and provision and the net cost for the period were as follows:

In thousands of euros

Actuarial liability estimated at 31.12.2009 6,114
Normal cost 545
Interest on the actuarial liability 296
Actuarial gains generated at year-end -217
Costs for past service 987
Benefits paid - 324
Actual actuarial liability at 31.12.2010 7,401
Actuarial losses accrued 675
Accrued costs of past service - 657
Provision at 31.12.2010 7,383
Normal cost 545
Interest on the actuarial liability 296
Amortisation of actuarial gains and losses 24
Amortisation of cost of past services -113
Benefits theoretically paid -324
Net cost 428

Long-service benefits consist of days of leave, and are therefore subject to social security contributions.
3.12.2. Other provisions

Other provisions for contingencies and losses relate to various litigation proceedings.
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NOTES TO THE INCOME STATEMENT
4.1. OPERATING PROFIT
4.1.1. Operating income
This mainly consists of gaming revenue (€1,170.4m) which correspands to the share of player stake allocated to la Francaise desleux,
based on the rates set by current legislation.
Revenue from other activities (€25.4m) consists mainly of products invoiced to retailers, sale agents and subsidiaries.
Other operating income (€45.3m) consists of scratch card winnings that have not been claimed by players and which have lapsed.

4.1.2. Other external purchases and expenses

The costs of the distribution network of la Francaise des Jeux, in addition to repair and maintenance costs, general sub-contra cting
costs, advertising and promotion expenditure, represent 89% of the total for this item.

4.1.3. Personnel expenses and headcount

The increase in personnel expenses was due mainly to the rise in the weighted headcount, which rose from 985 in 2009 to 1,040 in 2010.
4.2. FINANCIAL RESULT

Financial income amounted to €20.1m and notably includes income from transferable securities totalling €28.2m, or €24.9m of
revenues and €3.3m of net proceeds from disposals, up €6.4m, mainly due to the maturing of two lines of investment. Moreover,
given the volatility of rates, very few FRA and FLOOR contracts we re concluded in 2010 whilst the hedges put in place in 2009 had

generated interest of more than €5.7m. Finally, financial expenses include impairment lo sses on securities and current accounts.

The table below presents the financial data for each subsidiary and equity investment:

In thousands of euros Dividends Interest Interest paid Provisions for Reversal of Provisions for
received in received on current investments provisions for  receivables related to

2010 on current accounts investments investments
accounts

1-Subsidiaries (>50% ):

LotSys 1,191-- 35---

Internationale des Jeux ---12-932-

La Pacifique des Jeux 7 5 6 - - -
La Francaise d'Images - 7 - - - _
La Francaise de Motivation 200-- 8- 74--

La Francaise de Patrimoine --- 1-497-

FDJ Développement - 1 0 - - -
Laverock von Schoultz - 1 0 - - -

2-Equity investments (>10% and <50%):

Services aux Loteries en Europe 1 7 - - - -

Société de Gestion de I'Echappée - - - - - -
LB Poker -253--7,263-- 3,068
Total 2,164280- 56- 7,3371,429- 3,068
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4.3. EXTRAORDINARY PROFIT

Extraordinary income and expenses in respect of management operations -4,792
Extraordinary income and expenses in respect of gaming operations -630
Extraordinary income and expenses in respect of capital operations - 662
Depreciation, amortisation and provisions - 26,992
of which:
— provisions for contingencies and losses (cf. 3.12) - 3,582
— regulated provisions (cf. 3.11) -23,410
Reversals of provisions and transfers of extraordinary expenses 21,973
of which:
— provisions for contingencies and losses (cf. 3.12) 1,429
— requlated provisions (cf. 3.11) 20,278
— provisions for impairment 265
Total - 11,103

Extraordinary expenses in respect of management operations are primarily related to compensation of various kinds (€4.2m). Most
of the increases and decreases in regulated provisions are due to accelerated depreciation.

4.4. EMPLOYEE PROFIT-SHARING AND INCENTIVES

An exceptional profit-sharing agreement was signed on 30 June 2010 for the 2010-2012 years. Employee profi t-sharing totalled
€6.0min 2010, compared to €6.1m in 2009. The net expense for the provision for 2010 incentives totalled €4.1m compared to €h7
in 2009.

4.5. INCOME TAX
4.5.1. Tax consolidation agreement

La Francaise des Jeux has signed a tax consolidation agreement until 2011 with the following subsidiaries:
— FDJ Développement

— Internationale des Jeux

— La Francaise d'Images

— La Francaise de Patrimoine

— La Francaise de Motivation.

The tax position of the subsidiaries concerned is not affected by the agreement: it is the same as it would be if they were tax ed
separately. The difference between the tax recognised by each of the companies and the tax result ing from the calculation of th e
Group's taxable income is recognised in the financial statements of la Francaise des Jeux.

The tax loss carryforwards of subsidiaries are disclosed in Note 7.1.
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4.5.2. Breakdown of tax liability

In thousands of euros Profit from ordinary Extraordinary profit, employee profit-sharing
activities and incentives

Accounting income before tax 145,027- 21,166

Taxable income 154,595- 18,675

FDJ tax

long- 52,081 - 7,083

term

total52,081 -7083

Net profit before tax consolidation 92,947- 14,083

Impact of tax consolidation -73

Net profit 78,937
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4.5.3. Increase and relief on future tax liability

Future tax liability is subject to the following relief:

In thousands of euros Balance at Changes31 December Bases for determining
1.1.2010 2010 future tax liability

Assets Liabilities Assets Liabilities Assets Liabilities ReliefIncrease
1. CERTAIN OR POSSIBLE DIFFERENCES

Operations recognised

1 Regulated provisions

1.1 Provisions released conditionally:

— provisions for investments 1,47613630-1,3701,370 -

1.2 Accelerated depreciation:

— intangible assets

28,9729,67618,607-37,904-37,904
38,25610,4674,734-32,524-32,524
38-38-38

— property, plant and equipment

— financial assets -

2 Temporarily non-deductible expenses

2.1 To be deducted the following year
— social solidarity contribution - 849849891-891891-
6,1076,1075,963-5,9635,963-

— employee profit-sharing

2.2 To be deducted later

— provision for retirement 6,955324752-7,3837,383

500-7,935-2,4352,435-

— provision for health care

3 Prepaid expenses

— “operating” expenses 9,304 - - 10,638-10,638-
— “gaming” expenses 2,206 - - - 1,660-1,660-

4 Deferred income

— “operating” income -479--146-146
249--3,288-3,288

'
N

— “gaming” income

5 Translation adjustment

-223--223
--431431

— assets

— liabilities

Operations not yet recognised

6 Taxable income
— unrealised gains on UCITS - - - - - - 10,086 -
40,85774,124

Il. ITEMS TO BE ALLOCATED

Operations recognised

7 Tax decrease

Government payables
— philanthropy and donations 2,2531,5589032,908-

2,908 =
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GENERAL OPERATING RISKS

The company is exposed to the following potential risks, which
are an inherent part of its business:

— counterparty risks relating to all counterparty games offered
— risks of fraud or human error caused by the company’s
personnel, its distribution network or its IT system

—risks of major incidents in the ability of IT systems to collect or
process playslips, and their consequences in terms of loss of
revenue and damage to reputation and customer confidence
— general risks linked with the signing of highly specialised
contracts.

These risks are covered by a statutory reserve, which also covers
the costs linked with compensation of sale agents in the event
of their departure (Note 7.1).

PENDING LEGAL PROCEEDINGS
AND OTHER DISPUTES

In 2004, the Company was brought before the Conseil des
Prud’hommes (Labour Conciliation Tribunal) of Aix-en-Provence
by former employees on the matter of the employee savings plan.
The case is still ongoing.

A dispute has arisen before several jurisdictions with a player who
objects to the method of apportioning winning prizes within
batches of scratch cards. The case is still ongoing.

In 2006, the European Commission began infringement
proceedings against France for the gaming monopoly held by la
Francaise des Jeux and PMU. The proceedings were withdrawn
following the promulgation of the Act of 12 May 2010 on the
opening of the market for online betting and lottery games.

Q

OFF-BALANCE-SHEET COMMITMENTS
7.1. COMMITMENTS GIVEN

— For the purposes of tax consolidation, in the event that the tax
consolidation agreement is not renewed or if subsidiaries are
deconsolidated before it expires, la Francaise des Jeux has
undertaken to indemnify subsidiaries for the additional tax burden
resulting from the loss of the right to defer tax losses incurred
during consolidation and not used by subsidiaries during this
period.

At 31 December 2010, the tax losses liable to be paid on to
subsidiaries concern Internationale des Jeux in the amount of
€3.9m representing €1.3m in taxes, la Francaise de Patrimoine
in the amount of €1.8m representing €0.6m in taxes and
Francaise des Jeux Développement in the amount of €1.2m,
representing €0.4m in taxes.

The Group's strategy does not anticipate the exit of these
subsidiaries. As the risk has therefore been deemed to be zero,
no provision has been established for it.

— L"Association sportive I'Echappée (of which la Francaise des Jeux
is @ member) holds 65.87% of the share capital of Société de
Gestion de I'Echappée. The association has granted la Francaise
des Jeux a ten-year call option expiring in 2012 on all or part of
its shares. The purchase price of all the shares is €35k. La Frangaise
des Jeux currently holds 34.01% of the share capital of Société
de Gestion de I'Echappée.

— To comply with the legislation on employee savings and to
guarantee the liquidity of the "FDJ Actionnariat" employees’
mutual fund, through which employees own 5% of the company’s
share capital, Crédit Lyonnais has granted the fund a fst-demand
guarantee for €5m. La Francaise des Jeux has given Crédit Lyonnais
a counter-guarantee in the same amount. The fund has also signed
an agreement with la Francaise des Jeux to repay funds collected
or from the sale of shares.

These commitments were renewed for a period of two years
beginning on 1 June 2010. For the record, and without this
entailing any obligation for the company, the calculation of the
net asset value of the FDJ Actionnariat Mutual Fund was updated
in July 2010.

—In conformity with the July 2003 agreement between la Francaise
des Jeux and its sale agents, la Francaise des Jeux has undertaken,
in the case where a sale agent has departed and a transferee has
not been accepted, to compensate the departing sale agent in
accordance with the terms of the contract. Since 2006, these
commitments have been covered by the statutory reserve in their
total amount net of corporate income taxes. This pre-tax amount
is€192m at 31 December 2010.

— La Francaise des Jeux granted guarantees to employees
transferred to la Frangaise de Maintenance when that company
was created. EDS France, now HP Entreprise Services France, in
turn gave la Francaise des Jeux a counter-guarantee on some of
these commitments.

—For the application of Act No. 2004-391 of 4 May 2004 relating
to lifelong learning, the total number of hours of training
corresponding to rights acquired under the "individual right to
training" (droit individuel a la formation)was 87,983 hours in 2010
for all employees concerned. The number of hours of training for
which there was no demand was 86,377 hours at 31 December
2010. Benefi ts accrued annually may be rolled over for a period
of six years.
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— Other commitments are presented in the table below:

In thousands of euros

Deposits and first-demand guaranteesV
Performance commitment*Various suppliers
Cycling team sponsorship and cyclists” image rights
Cyclists
Association I'Echappée
Escrow account
Lease deposit and guaranteeBoutique Lyon
Total commitments given

Amount
31.12.2009

Amount
31.12.2010

Third party

arious (Fongépar, LCL (Foundation), UCI, Selectsclam Ltd) 8,9509,550
75,74756,599
Société de Gestion de I'Echappée 8,7006,500
1,080 570570
75 7575
Euro Millions 1,0491,049
1212
95,61374,355

* Including operating leases: €6.8m; printer contract: €31.2m; terminal supplier: €16.3m and upgrading of central site €9.5m.

7.2. COMMITMENTS RECEIVED

— La Francaise des Jeux leases the furnishings installed at points
of sale to retailers under operating leases whose proceeds are

Q

OTHER INFORMATION

recognised as revenue from ordinary activities in the period during 8.1. EXECUTIVE REMUNERATION

which they are acquired. Rents receivable under these leases
amounted to €10.6m due within 1 year and €16.0m due within
5 years.

— La Francaise des Jeux granted guarantees to employees
transferred to la Francaise de Maintenance when that company
was created. EDS France, now HP Entreprise Services France, in
turn gave la Francaise des Jeux a counter-guarantee on some of
these commitments.

— Other commitments are presented below:

In thousands of euros Third party Amount Amount
31.12.2010 31.12.2009
Performance bonds and return of 9,427 15,701
payments on account
Guarantees for return of EIG/ 5,638 4,895
stakes and payment of retailers
winnings
Total commitments received15,06520,596
7.3. RECIPROCAL COMMITMENTS
— Reciprocal commitments are presented below:
In thousands of euros Amount Amount
31.12.2010 31.12.2009
Currency and interest rate hedges:
Purchases of floors with a maturity of more 50,000130,000

than 1 year, based on a notional average
amount of:

Purchase of call options in the amount of: - -
Forward purchases of dollars with a

maximum maturity of 12 October 2011 for
an overall amount of:

20,00015,000

Purchases of 3-month Euribor contracts,
based on a notional annual average
amount of:

10,000-

Remuneration for the two executives (corporate officers) in 2010
totalled €247k and €229k individually, or €476k overall.

8.2. FEES PAID TO THE INDEPENDENT AUDITORS

For the 2010 fhancial year, the independent auditors’ fees totalled
€432k, while those relating to other procedures directly related
to the work of the independent auditors totalled €238k.

8.3. ASSETS MADE AVAILABLE TO THE COMPANY
BY THE STATE

In 1979, the French government granted to la Francaise des Jeux
in return for a nominal annual fee, the use of a property in Vitrolles
for its operations, in addition to various technical installations that
no longer exist today, having fallen obsolete and been removed.

Amendment No. 5 to the agreement between the French
government and la Frangaise des Jeux states that if operations are
terminated, the government undertakes to recover the land,
buildings, facilities, equipment and supplies owned by the
company and necessary to accomplish its mission, against
compensation corresponding to the market value of the property
as determined by the Service des Domaines (State Property
Department), plus the carrying value of the other fixed assets.
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STATUTORY AUDITORS' REPORT
ON THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2010

Thisis a free translation into English of the statutory audiitors’ report on the annual
financial statements issued in the French language and it is provided solely for the
convenience of English speaking users. The statutory auditors report includes
information specifically required by French law in such reports, whether modiified
ornot. This information is presented below the audiit opinion on the annualrféncial
statements and includes an explanatory paragraph discussing the auditors’
assessments of certain significant accounting and auditing matters. These
assessments were considered for the purpose of issuing an audit opinion on the
annual fhancial statements taken as a whole and not to provide separate assurance
on individual account captions or on information taken outside of the fi nancial
statements. The report also includes information relating to the specifi verification
of information given in the Group’s management report. This report should be
read in conjunction with, and is construed in accordance with, French law and
professional auditing standards applicable in France.

To the Shareholders,

In compliance with the assisgnement entrusted to us by your Annual
General Meeting, we hereby report to you, for the year ended on
31 December 2010 on:

—the audit of the accompanying fiancial statements of la Francaise
des Jeux;

—the justification of our assessments;

— the specific audits and information required by law.

These annual fhancial statements have been approved by the Board
of Directors. Our role is to express an opinion on these fi nancial
statements based on our audit.

Q

OPINION ON THE ANNUAL
FINANCIAL STATEMENTS

We conducted our audit in accordance with professional standards
applicable in France. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit
involves performing procedures, using sampling techniques or
other methods of selection, to obtain audit evidence about the
amounts and disclosures in the fiancial statements. An audit also
includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made, as well as
the overall presentation of the financial statements. We believe
that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

In our opinion, the financial statements give a true and fair view
of the assets and liabilities, of the fhancial position of la Francaise
des Jeux the Company as at 31 December 2010 and of the results
of its operations for the year then ended in accordance with the
accounting rules and principles applicable in France.

Without qualifying our opinion, we draw your attention to the
specific legal framework applying to the company set out in Note
1.2 to the annual fhancial statements, "Regulatory Environment".

Q

JUSTIFICATION OF ASSESSMENTS

In accordance with the requirements of Article L.823-9 of the French
Commercial Code (Code de commerce) relating to the justidation of
our assessments, we bring to your attention the following matters:

In preparing the annual financial statements, the management of
your Company is bound to make estimates and exercise judgement.
In particular, our work consisted in assessing the appropriateness of
the data used and assumptions underlying these estimates and
judgements, reviewing, on a test basis, the calculations performed
by the Company, reviewing the procedures for approving these
estimates and finally verifying that the appropriate information on
the assumptions, options and evaluations relied on by the company
is disclosed in the notes to the fnancial statements.

These assessments were made as part of our audit of the annualrfian-
cial statements taken as a whole and therefore contributed to the
opinion we formed which is expressed in the fist part of this report.

134

SPECIFIC VERIFICATION

We have also performed, in accordance with professional standards
applicable in France, the specift verifications required by French law.
We have no matters to report as to the fair presentation and the
consistency with the fhancial statements of the information given
in the management report of the Board of Directors and in the
documents addressed to the shareholders with respect to the
financial position and the financial statements.

In accordance with French law, we have verifed that the required
information concerning the purchase of investments and controlling
interests has been properly disclosed in the management report.

Neuilly-sur-Seine and Paris 11 April 2011
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The statutory auditors:

Deloitte & Associés
Muriel de Szilbereky
Tristan Guerlain

Grant Thornton

Gilles Hengoat
Vincent Frambourt
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REPORT ON THE
INTERNAL CONTROL
PROCEDURES OF

LA FRANCAISE DES
JEUX GROUP

Despite being exempt from any legal obligation in this regard since Act No. 2005-842 of 26 July
2005, la Francaise des Jeux still informs its Audit Committee, Board of Directors and shareholders
about the preparation and organisation of the work of the Board and the international control
procedures implemented by the group. A report on the internal control procedures in place
within la Francaise des Jeux Group is therefore prepared at the end of each reporting period by
the Group's Audit, Internal Control and Quality Division for the Audit Committee and the Board

of Directors.

Q

CORPORATE GOVERNANCE AND OPERATING
PROCEDURES OF THE BOARD OF DIRECTORS

La Francaise des Jeux is a semi-public limited liability company with
share capital of €76,400,000. The French government owns 72%
of the company, while the remaining 20% is held by historical
issuers of Loterie Nationale ticket s, 5% by the employee mutual
fund and 3% by the sale agents of la Francaise des Jeux.

1.1. MEMBERS OF THE BOARD OF DIRECTORS

In accordance with Act No. 83-675 of 26 July 1983, the Board of
Directors of la Francaise des Jeux is composed of nine government
representatives, who are senior officials appointed by decree, six
staff representatives elected by employees, and three directors
appointed by the shareholders, including the Chairman and Chief
Executive of la Francaise des Jeux. The latter is appointed by decree
of the French President on the proposal of the Board of Directors
for a term of five years.

Directors are also appointed for fi ve years and are re-eligible
for office. In accordance with Article 7 of Decree No. 83-1160

of 26 December 1983, the term of office of all members of the
Board of Directors starts on the date of the first meeting of the
newly appointed or reappointed Board. In 2009, the Board of
Directors was reappointed in its entirety. By decree on 26 October
2009, the French President reconfi rmed Mr Blanchard-Dignac
as Chairman and Chief Executive Officer, based on the Board's
recommendation.

1.2. OPERATION AND MEETINGS OF THE BOARD OF
DIRECTORS

Article 24 of the Articles of Association states that the Board of
Directors determines the company’s business strategies and
oversees their implementation. Notwithstanding the powers
expressly granted to the shareholders and in line with the object
of the company, the Board of Directors considers any matter
affecting the operation of the company and, through its
proceedings, decides on the matters within its remit. This article
also states that the Board of Directors carries out the controls and
verifications that it deems appropriate, and that each director shall
be given all of the information required to perform his or her duties
and may request any documents he or she considers relevant for
this purpose.
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Furthermore, pursuant to Article 7 of Act No. 83-675 of 26 July
1983 relating to the democratisation of the public sector, the
Board of Directors decides on the major strategic, economic,
financial and technological matters of the company's activity.

The Board of Directors sets the annual budget and adopts the
parent company fnancial statements and the annual and interim
consolidated financial statements for the Group prepared by the
Finance department, after obtaining the opinion of the Audit
Committee and reviewing the work of the independent auditors,
and presents these fi nancial statements to the shareholders’
meeting. It prepares a written management report on the
Group’s operations during the previous year, its outlook,
significant events after the balance sheet date and its research
and development activities.

Lastly, the Board of Directors decides on any proposals to be
made to the shareholders’ meetings, convenes these meetings
and draws up the agenda.

The head of mission of the State Economic and Financial Control
Unit (part of the Ministry of the Economy, Industry and
Employment) automatically attends meetings of the Board of
Directors, its committees and the general shareholders’ meeting.

The Chairman and Chief Executive Officer reports to the Board
of Directors on his activities at meetings convened by him in
accordance with the Articles of Association of la Francaise des
Jeux as often as the interests of the company so require it, and
at least four times a year. The Board is regularly provided with
operating reports to inform it about changes in the legal
framework of la Francaise des Jeux, both at the national and
European level, as well as the major commercial, legal or technical
developments that occurred during the period, based on a
management chart.

In 2010, the Board of Directors met eight times to discuss specifi
matters, namely:

— adoption of the parent company and consolidated fi nancial
statements at 31 December 2009, proposed allocation of the
results, review of the management planning documents and
update on 2009 cash management

— adoption of the consolidated financial statements at 30 June
2010 and review of the management planning documents

— presentation of the 2009 report on the internal control
procedures

— presentation of the work of the Audit Committee and the
Remuneration Committee

— appointment of an independent auditor proposed to the
general shareholders’ meeting

— presentation of the mapping of the major risks of the company
— approval of the games programme and marketing initiatives
for 2011; approval of the 2011 budget

— presentation of the strategic plan and business plan for 2010-
2015

— approval of the proposed partnership between Groupe Lucien
Barriere and la Francaise des Jeux relating to online poker

— policy trend on the Camelot acquisition project

— decisions on the Actionnariat employee fund mechanism and
funding of the cycling team in the coming years

— review of the company’s current events and its environment,
including the preparation for the opening of the online gaming
market to competition.

The rules of procedure of the Board of Directors, adopted at its
meeting of 12 June 2008, restrict the powers of senior
management by enumerating the operations that require the prior
authorisation from the Board of Directors.

1.3. AUDIT COMMITTEE

In 1999, the Board of Directors set up an Audit Committee,
selecting its members from among the company’s directors. At
present, the Audit Committee is composed of three government
representatives, including an Inspector General of Finances, who
chairs it, and one director who is a company employee. The head
of mission of the State Economic and Financial Control Unit
automatically attends meetings of the Audit Committee.

The Audit Committee is an advisory committee acting on the
authority of the Board of Directors. Its remit extends to the entire
Group.

In accordance with the rules of procedure adopted by the Board
of Directors on 12 June 2008, the Audit Committee performs the
following main tasks:

— preliminary examination of the accounting and financial
documents to be submitted to the Board of Directors, specifcally
including the interim and annual financial statements (corporate
and consolidated), financial forecasts and budgets, multi-annual
plans, the management report and its appendices

— examination of the quality an d reliability of the financial
disclosures of la Francaise des Jeux

— examination of the relevance and permanence of accounting
standards and policies, as well as the options for closing the annual
financial statements

— examination of the general risk management policy based on

a mapping of the risks

— examination of the nature and extent of off-balance sheet
commitments

— examination of changes to internal control procedures, especially
by analysing the findings of internal audit reports and the
follow-up given by the company, issuing an opinion on the annual
internal audit programmes

— supervision of the appointment or re—election procedure by
calling for proposals from independent auditors and expressing
an opinion on the choice of the aforementioned auditors, as well
as their work programme, fees and the quality of their work

— periodic review of the work of the independent auditors and
their recommendations.

The Audit Committee may also be entrusted with any other
specific or recurring assignment by the Board of Directors.

Furthermore, the Audit Committee may also suggest to the Board
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of Directors that any specifi ¢ matter be referred to it where this
seems necessary or relevant.

In 2010, the Audit Committee met five times to discuss specifi c
matters, namely:

— examination of the draft fihancial statements for the year ended
31 December 2009

— review of management planning documents and update on
2009 cash management

— review of the 2009 report on the internal control procedures
— review of the consolidated faancial statements at 30 June 2010
and the management planning documents

—review of the accounting options for the 2010 closing (including
the accounting treatment of LVS and LB Poker acquisitions)

— update on the requirements of the independent online gaming
regulatory authority (ARJEL) relating to the separation of accounts
for the gaming and betting services offered by virtue of the
licences granted and for the company’s other activities in France
and abroad

— presentation of the 2011 budget and the company’s multi-
annual business plan

— hearing of the independent auditor candidates and proposed
selection of an independent auditor

— presentation of the mapping of major risks of the company

— presentation of the work of the auditors and the work of the
Audit, Internal Control and Quality Division.

The Audit Committee reports on its work to the Board of Directors.
1.4. NOMINATIONS AND REMUNERATION COMMITTEE

By decision of the Board of Directors of 15 October 2008, a
Nominations and Remuneration Committee was created,
composed of four directors appointed by the Board from among
its members. In 2010, the Nominations and Remuneration
Committee met twice.

This committee is responsible for issuing an opinion to the Board
of Directors on the remuneration of corporate officers, in
compliance with the applicable regulations, especially Articles
L.225-44, L.225-47 and L.225-53 of the French Commercial
Code and Decree No. 53-707 of 9 August 1953.

1.5. LEGAL ENVIRONMENT
1.5.1. Changes in the legal and regulatory context in 2010

The major event of the year is the entry into force on 12 May 2010
of Act No. 2010-476 opening the online gaming and betting
sector to the competition and to regulation. This Act creates a
comprehensive legal framework for online games open to
competition—specifically, poker, sports betting (parimutuel and
odds betting) and horse race betting (parimutuel only), which can
only be offered by operators that have been approved at first by
ARIJEL, the regulatory authority for online gaming.

Parliament thus opted for a controlled opening of the online
betting and gaming market by drafting legislation that responds

to the reality of the demand, whilst protecting consumers and
strengthening gaming-related risk prevention. This means:

— preventing excessive or pathological gaming and protecting
minors

— ensuring the integrity, reliabili ty and transparency of gaming
operations

— preventing fraudulent or criminal activities, as well as money
laundering and the financing of terrorism

— ensuring balanced and equitable development of different types
of games to avoid any economic destabilisation of the sectors
concerned.

ARJEL, the independent administrative authority that monitors
compliance with policy objectives for online gaming and betting,
has a role of arbitrator in this regulation, as it serves the
government's objectives in the matter of gaming policy. ARJEL is
responsible for issuing 5-year licences to operators seeking to
market online gaming or sports betting offers, and for ensuring
compliance by licensed operators with their statutory and
regulatory obligations. As such, ARJEL continually supervises the
operators’ activities. By the end of 2010, 48 licences had been
granted to 35 operators. La Francaise des Jeux obtained a licence
on 5 June 2010 for sports betting; LB Poker, its joint venture with
Groupe Lucien Barriere and Online Gaming 3D, was licensed for
poker on 26 July 2010.

The Act of 12 May 2010 also established a Gaming Advisory
Committee (Comité Consultatif des Jeux or “CCJ") with jurisdiction
over all betting games and games of chance. It is responsible for
centralising all data from the supervisory authorities and game
operators, ensuring the consistency of the betting and gaming
sector regulation with the overall objectives set out by the Act,
and issuing opinions on all matters relating to this sector and to
raising public awareness of the dangers of excessive gaming.
Decree No. 2011-169 of 10 February 2011 states that this
committee will report to the Minister for the Interior, Overseas
Territories, Local and Regional Authorities and Immigration, and
to the Minister of Budget, Public Accounts, the Civil Service and
Administrative Reform.

Until the setting of the CCJ on 9 March 2011, la Francaise des Jeux
continued to be supervised by the Advisory Committee for the
Implementation of Gaming Policy and Responsible Gaming
(Comité consultatif pour I'encadrement des jeux et du Jeu
Responsible, or “COJER"), established in 2006 under the authority
of the Budget Minister and composed of representatives from the
French Ministries of Health, Interior, Youth and Sport, and Budget,
as well as experts from civil society. COJER has the dual mission
of advising the Minister’s decisions concerning la Francaise des
Jeux’s commercial offer and giving its opinion on the company’s
annual action plan for the prevention of excessive gambling and
promotion of Responsible Gaming.

It gives its opinion to the Budget Minister overseeing this
committee. It may also be consulted on all matters relating to the
control and supervision of gaming.
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1.5.2. External legal environment monitoring

On 24 November 2010, the European Commission closed the
infringement procedure opened against France in 2006. In its
press release, it stated that it ” welcomes the adoption of the
new French act that allows cross-border services, whilst
establishing clear rules on the authorisation of gambling and
the granting of licences to French operators and operators in
other EU countries. The Commission has therefore decided to
terminate the proceedings.”

Article 105 of the 2010 supplementary fi nance act (Act No.
2010-1658 of 29 December 2010) authorised la Francaise des
Jeux to offer its games in New Caledonia. A multi-year
agreement reached between New Caledonia and la Francaise
des Jeux must be signed for this purpose.

In June, July and September 2010, the European Court of Justice
(EC)) issued several new rulings. The main points are as follows:
By the Betfair and Ladbrokes judgments rendered in June 2010,
it confirmed the jurisprudence of Santa Casa: Article 49 of the EC
treaty on the freedom to provide services does not preclude
regulation by a Member State which makes the organisation and
promotion of gaming subject to an exclusive system favouring a
single operator and which prohibits any other operator, including
one established in another Member State, from offering gaming
services via the Internet on the territory of the fist Member State.

By the Markus Stoss and Carmen Media judgments rendered in
September 2010, in response to prejudicial questions raised by
the German courts, the ECJ stated that, to ensure consumer
protection, the establishment of a monopoly should be
accompanied by the establishment of a regulatory framework
ensuring that the holder thereof will be effectively able to
coherently and systematically pursue such an objective through
a quantitatively and qualitatively measured offer designed
according to this objective and subject to strict control by the
public authorities. It added that advertising by the licensee holding
the monopoly should be limited to what is necessary to channel
consumers toward the legal offer, in diverting them from other
unauthorised gaming channels, without encouraging consumers’
propensity to gamble and without stimulating their active
participation therein in order to maximise revenues.

Conclusions of the Council of the European Union (EU) of
10 December 2010 on the framework for gaming and betting
in the EU Member States:

Three points are discussed: the role of regulatory authorities,
cooperation between regulators, and the lasting contribution of
lotteries and related services to society.

The Council specifically found that “it is necessary, to effectively
regulate gambling, that Member States monitor the gaming offer
on their territory through public requlatory bodies established in
accordance with national laws.”

It also stated that it “recognises that contribution made by state

lotteries, or lotteries licensed by the competent public authorities,
plays an important role in society, for example by supporting good
causes, directly or indirectly as the case may be”; and it “accords
that this specific role should be taken into account in discussion
at European level.”

Lastly, in France, in 2009, Stanley International Betting Limited (a
sports betting operator in England) asked the Council of State to
void the state’s implicit rejection of its request for repeal of Article
18 of Decree No. 85-390 of 1 April 1985, which gives la Francaise
des Jeux the monopoly for organising and operating the sports
betting games authorised by Article 42 of the 1985 Finance Act.

The litigation is ongoing.

INTERNAL CONTROL PROCEDURES
2.1. DEFINITION AND SCOPE OF INTERNAL CONTROL

2.1.1. Internal control procedures in force within
la Francaise des Jeux Group

The aim of internal control procedures is:

— firstly, to protect assets, and to ensure that management
processes and operations, in addition to the actions of employees,
are consistent with the framework for Group activities as defned
by the company’s management bodies, the applicable laws and
regulations, and the internal values, standards and rules of the
Group;

— secondly, to ensure that the accounting, financial and
management information given to the management bodies of
la Francaise des Jeux is accurate and comprehensive, gives a true
and fair view of the operations and state of affairs of the
company, and is submitted on time.

2.1.2. Inherent limitations of internal control

Internal control is a process implemented by the company,
designed to provide reasonable assurance of achieving the
following objectives:

— performance and efficiency of operations

— reliability of financial reporting

— compliance with laws and regulations.
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However, like any control system, it cannot provide
absolute assurance that risks, including errors or fraud,
resulting from the activity of la Francaise des Jeux Group
are totally eliminated.

2.2. FEATURES OF THE INTERNAL CONTROL
ENVIRONMENT OF LA FRANCAISE DES JEUX GROUP

2.2.1. Organisational principles

The organisational principles of the parent company la Francaise
des Jeux, based on the adoption of a collegiate and multidisciplinary
internal management model, consist of two key approaches:

— the role of the Deputy Chief Executive allowing the Chief
Executive Officer to be present outside the company to inflence
the changing environment and anticipate demands placed on the
company, while permanently overseeing the Group’s operational
management,

—management bodies and procedures allowing strategic decision-
making roles and processes to be distinguished more clearly from
operational management roles and processes.

The Executive Management team is built around four Divisions:
Strategy and Transformation, Market and Customers, Operations,
and Finance and Control; together with six support functions:
Communications and Sustainable Development, Human
Resources, International Relations, Risk Management and Security,
Legal, and Audit, Internal Control and Quality.

The fully-owned subsidiaries of la Francaise des Jeux provide
support services or expertise directly relating to the business of
the parent company. Regarding the internal control, the
segregation of duties principle, documentation of procedures and
formalisation of controls are implemented group-wide within the
operating limits that the size of such entities allows. However, the
rules relating to operations, reporting and transparency are issued
and monitored by la Francaise des Jeux.

2.2.2. Internal controllers
& Factors specific to the Group

Like the Group's subsidiaries, the company’s operational and
support entities, under the supervision of the Executive
Management, apply internal control procedures to their
activities.

Group's operations are primarily monitored and controlled by:
— the Risk Management and Security Division, specifically
responsible for:
-ensuring the integrity of gaming operations within the
distribution network in connection with the fght against fraud
and money laundering
- ensuring centralised management of the risks of la Francaise
des Jeux Group, and assuming responsibility for relevant

company activities and projects

-managing and ensuring the security and physical safety of
the activities of personnel, and the company’s assets and
services.

— the Finance and Control Division, responsible for:
- ensuring that the Group's finances serve its strategy,
- managing relations with regulatory authorities and
shareholders, ensuring in partic ular that gaming operations
are compliant with commitments.

— the Audit, Internal Control and Quality Division, specifi cally
responsible through:
- its Internal Control and Quiality unit, for coordinating the
internal control and quality assurance system Group-wide,
combining the following elements:
e an internal control approach that secures the company’s
daily operations by strengthening the control of activities
through properly controlled and optimised processes whose
effectiveness is regularly monitored
e 3 quality assurance approach that helps the ongoing
implementation at the company of a long-term method of
continued improvement of operations.

its Internal Audit unit, for:

e providing the governing bodies of the company and the
Audit Committee with assurance of the degree of control
of the Group’s activities

e providing recommendations for improvement, with the
aim of strengthening the operating, internal control and risk
management systems.

& Factors external to the Group

La Francaise des Jeux is subject to State control over public
enterprises in application of Decree No. 53-707 of 9 August 1953.
This control is exercised by the ministers in charge of public flance
and the budget, or, when delegated by the Ministers, by the State
Budget Department and the Government Shareholding Agency
(APE).

Furthermore, pursuant to Decree No. 55-733 of 26 May 1955
relating to state economic and financial control, the General
Inspector exercises permanent control within la Francaise des Jeux
Group over the economic activity and fihancial management of the
company.

La Francaise des Jeux Group is subject to regular spot controls by
the following:

— audits by the independent auditors of the Cour des Comptes
(national audit office)

— inspections by the General Inspector of General Finances.

Lastly, la Francaise des Jeux is also subject to control by both
independent auditors, Deloitte and Grant Thornton.
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Regarding operations, la Francaise des Jeux is subject for
administrative purposes to the Budget Ministry. Decrees relating to
gaming state that appropriation of player stake must be determined
by decree of the Budget Minister. Additionally, the annual gaming
programme of the company is subject to approval by the Budget
Minister, while any new game and any signiftant change made to
existing games must be set out in a fi le submitted to the Budget
Department for prior approval.

The decrees of February 2006 set up an Advisory Committee
for the Implementation of G aming Policy and Responsible
Gaming (Comité consultatif pour la mise en ceuvre de la
politique d’encadrement des jeux et du Jeu Responsable , or
“COJER"), at the Budget Minister. The committee’s role is to
advise the Minister on the supervision policy for games
operated by la Francaise des Jeux. The committee has seven
members: three qualified experts from civil society and a
representative from each of the Ministries of Health, Interior,
Youth and Sport, and the Budget. The committee advises the
Minister on the games programme and marketing initiatives
of la Francaise des Jeux and on the action plan for Responsible
Gaming. In 2011, COJER should be integrated into one of the
subcommittees of the Gaming Advisory Committee ( Comité
Consultatif des Jeux, or "CCJ"), established to ensure a
Responsible Gaming policy for all gaming activity in France.
The CCJ advises the government and contributes to regulation
consistency.

The aims of the Act of 12 May 2010 on competition and regulation
in the online gaming sector seek, above all, to ensure the
protection of public order, specifically through the fight against
addiction, the protection of minors, the integrity, reliability and
transparency of gaming operations, and the fight against fraud,
crime and money laundering. An independent online gaming
regulatory authority (Autorité de Régulation indépendante pour
les Jeux en Ligne, or “ARJEL") has been set up to issue licences,
pursuant to specifi cations, of online game operators and to
regulate the online games open to competition. La Francaise des
Jeux is subject to the rules of this law, and in particular to
supervision by ARJEL for its online sports betting activities.

Lastly, the company reports each year on the special measures
and actions taken to tackle money laundering.

2.3. DESCRIPTION OF THE INTERNAL CONTROL
ENVIRONMENT

2.3.1. Sustainable development policy

La Francaise des Jeux offers a broad and diversifi ed range of
products to its players through a large point-of-sale network and
its gaming website.

Because gaming is not a common business especially because it
must remain a broad-based form of entertainment, la Francaise
des Jeux's mission is to facilitate public access to gaming that is
worry-free, useful, and respectful of the rules and the players.

beinga partner to all players, la Francaise des Jeux is a responsible
actor with rights and, above all, liabilities.

The gaming model of la Frangaise des Jeux is above all responsible,
and offers optimal security conditions that are respectful of
individuals. This model also fi nds true legitimacy in its social
vocation. While gaming creates social ties between players, it also
does so indirectly, by redistributing a portion of stakes to the
community for social welfare purposes.

This vision inspired the sustainabledevelopment policy of la Francaise
des Jeux, structured around seven themes: corporate governance,
Responsible Gaming, customer satisfaction, social commitment,
reducing of our environmental impact, relationships with partners,
and human resource management.

At the same time, la Francaise des Jeux seeks to fully satisfy its
players and to work with all its partners to increase the social
utility of its activities. La Francaise des Jeux, through daily and
close contact with the general public, must be an agent for
change in society around the values it has espoused since its
creation: redistribution, equal opportunity, respect for rules, and
solidarity.

In the current context of its changing environment, including
the controlled opening of online betting to the competition,
la Francaise des Jeux must effectively prepare itself to meet
new challenges, now and in the future, to remain a benchmark
company in its field in terms of corporate social responsibility.

La Francaise des Jeux's sustainable development policy was
established by integrating the best practices in force, and
particularly those of ISO 26000 “Guidance for social responsibility”
of organisations, a standard published on 1 November 2010 and
adopted by 72 governments.

2.3.2. Principles of operation: a responsible, ethical
and secure approach

La Francaise des Jeux's mission is to channel mass market gaming,
under the supervision of the public authorities, and to facilitate
sensible play for a large number of people under conditions of
maximum integrity, security and transparency.

On this basis, la Francaise des Jeux has opted for competitive and
responsible development. Therefore, its offer is attractive while
remaining in line with the ethical principles regulating the industry.

These ethical principles, enshrined as fundamental values in a
charter, are aimed at:

— offering the general public a balanced, secure and accessible
range of government-approved games

— preventing any undesirable behaviours and excessive gambling
by attracting a wide range of players playing for small stakes

— regulating gaming by maintaining a balance between the
winnings paid out to players and a contribution to public fiances
resulting from the limits on the prize payout to players
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—ensuring the transparency of its activity, justifying the confience
accorded to it and guaranteeing a lasting commitment towards
the state. La Francaise des Jeux seeks to preserve the integrity of
gaming and the security of gaming processes by guaranteeing
the regularity, transparency and satisfactory operation of games
in strict compliance with lottery games legislation. It submits its
new products to the approval of the government.

Although the French market is still moderate compared to its
European neighbours, la Frangaise des Jeux continues to invest in
its responsibility through its corporate, social and environmental
commitments. As such, la Francaise des Jeux has complied since
2009 with the Responsible Gaming standards of the European
Lotteries Association, which brings together 72 European lotteries.
Priority is given to preventative initiatives through information,
awareness and training of the various market participants: the
general public and players, retailers, sale agents and employees
of la Francaise des Jeux, stakeholders in the health, social and
family sectors. In respect to sports, la Francaise des Jeux maintains
its commitment by supporting the promotion of drug-free sport.

The Responsible Gaming programme is now united around four
main lines of action:

— Informing the general public and players in order to prevent
excessive gaming and underage play.

— Working on the offer, communications and promotions so as
to limit such risks.

— Supporting the development and dissemination of knowledge
on excessive gaming via the implementation of research
partnerships, mainly with the academic and hospital sectors.

— Supporting organisations helping players in trouble and their
families.

In addition, on 31 January 2010, la Francaise des Jeux received
certification in Responsible Gaming standards from the WLA
(World Lottery Association), at the highest level—i.e. level 4,
confirming the company’s continued progress in the area of
Responsible Gaming.

Inline with these principles, it should be remembered that la Francaise
des Jeux signed a European Code of Conduct on sports betting,
under the auspices of the European Lotteries Association. This code
confirms the commitment by state lotteries to serve sports in
Europe. For the signatories, the code is an important guide in the
current debate on sports betting by recommending best practices,
demonstrating the sensitive nature of the business and sharing
common values to be adapted in each state. It puts concrete
measures in place to protect sport from abuses resulting from the
uncontrolled development of sport betting, such as corruption,
cheating, money laundering and betting addiction.

Similarly, in accordance with its code of ethics, la Francaise des
Jeux has an advertising charter that provides a frame of reference
for the company’s advertising campaigns. It represents the
commitment that la Francaise des Jeux assumes and which it
requires its partners to adhere to in this area. These commitments

relate to the design, production and broadcasting of advertising
messages and measures aimed at publicising, operating and
promoting its games to adult consumers. In 2010, la Francaise
des Jeux revised this text in consultation with its stakeholders. The
new charter, extended to all public communications of the
company, is expected to be approved in 2011.

In 2010, the French Federation of Online Gaming Enterprises
(FFEJEL), comprising la Francaise des Jeux, PMU, Eurosport Bet
and Groupe Lucien Barriére, was egablished to, above all, promote
best practices in Responsible Gaming. It is opened to all operators
of online games authorised in France that respect the laws of the
different countries in which they operate.

Maximum integrity and security have always been a priority for
la Francaise des Jeux, strengthened by the Perben Act of 9 March
2004 and the gaming liberalisation and regulation Act of 12 May
2010 which defne the obligations of la Francaise des Jeux in terms
of fighting fraud, criminal activities and money laundering.

At the end of 2008, la Francaise des Jeux obtained certifi cation
under the regulations imposed by the World Lottery Association
(WLA), known as the "WLA SCS 2006", requiring:

— the implementation of an Information Security Management
System (ISMS) defined by the international standard 1SO 27001
— compliance with 72 industry control measures specifi ¢ to the
gaming sector

— compliance with the specific criteria of the partner lotteries of
the Euro Millions game.

Through its ISO 27001 certification, la Francaise des Jeux
undertakes to maintain a continuous improvement process, thus
ensuring the security and integrit y of the ISMS, one of the core
missions of la Francaise des Jeux. The company’s core business is
thus certified, including gaming transactions, gaming processes,
as well as the control procedures in force within the company.

In October 2009, the scope of the ISMS was extended to all
the activities of la Francaise des Jeux (excluding subsidiaries).
La Francaise des Jeux expects to certify the ISMS in its certifed
for this expanded scope at the time of the certifiation renewal
in2011.

2.3.3. Risk management systems

The company ensures that senior management and personnel at
every level in the company, know and apply these operating
principles to all of their technical and commercial activities. For
this purpose, the following mechanisms were implemented:

& Risk management

The Central Risk Management entity, part of the Risk
Management and Security Division, undertakes centralised risk
management for la Francaise des Jeux Group and assumes
responsibility for the company's related activities and projects.
Its mission in this regard has two components:
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— to coordinate and guide the company’s risk management
processes, especially in connection with WLA SCS 2006 / 1SO
27001 certification and by relying operationally on a network
of Risk Management Managers (RMM) from the company's
different entities and to organise and support the escalation and
crisis management process of la Francaise des Jeux Group.

— to provide security-related technical expertise in the projects
and activities of la Frangaise des Jeux Group leaning on a Project
Management function dedicated to this mission, which is also
involved in risk issues related to the activities of the Risk
Management and Security department.

The corporate risk management process is based on an
internationally recognised model, implemented through the ISO
27001 standard. This risk management standard requires the
company to:

— formalise its approach to risk assessment, identifying a
methodology for assessing risk and developing criteria for
accepting these risks, all based on producing comparable and
reproducible results from one year to the next

—identify assets and their owners

— identify the threats faced by these assets

— identify vulnerabilities

— identify the impacts that any loss of confi dentiality, integrity,
availability, etc. might have on these assets

—formalise procedures for handlingthe risks (applying appropriate
measures, justified acceptance, avoidance, denial, risk transfer,
etc.).

In view of the nature of its business and the changes underway
in its operating environment, the Group is potentially exposed to:
— risks linked to regulatory changes, competition, regulatory
constraints, etc. of the gaming environment

— risks affecting the reputation of la Francaise des Jeux: risks relating
to crisis management and communication, product integrity,
product distribution, games and gaming supervision, etc.

— risks linked to information systems: risks of major incidents
compromising the ability of IT systems to collect and process
playslips, etc.

— risks affecting operational and financial control, risk of error or
fraud, general risks relating to highly specialised contracts, etc.

Within la Francaise des Jeux, the drafting of regular operational
and financial reports submitted to the Executive Management,
the existence and continuous strengthening of internal
procedures, and the regular use of internal and external experts
and certification bodies allow to effectively monitor risk evolution
and to highlight potential irregularities.

& Warning systems

Through call centres, problems raised by the distribution network
and by players can be reported, identifi ed and resolved. Draw
incidents and the processing and announcement of results are
also closely monitored to allow an immediate answer, available
at any time through an on-call system.

Since December 2009 a single phone number has been made
available to players: 0969 36 60 60. This customer service line is
dedicated to answering questions of all kinds.

& Game security and distribution network surveillance

In the context of its monopoly and licence, la Frangaise des Jeux's
obligations relating to the fght against money laundering, criminal
activities and fraud lead it to continuously strengthen its
mechanisms for detecting and handling irregularities in its gaming
operations and distribution networks.

The Gaming Security unit within the Risk Management and
Security Division is responsible for the following:

—ensuring the integrity and security of gaming operations in the
distribution channels (point of sale network, multimedia channels
and physical inspections of the points of sale through network
inspectors responsible for covering the national territory, including
the overseas departments and territories) as part of the fi ght
against fraud and money laundering as well as the control of
access to the online games,

— thereby ensuring compliance with statutory and regulatory
requirements (duty of care, enhanced review and reporting of
suspicious activity to the Information Processing and Action
against Clandestine Financial Networks unit ( Traitement du
Renseignement et Action contre les Circuits FINanciers clandestins
or “TRACFIN"), among others.

La Francaise des Jeux reports to the Budget Minister, in accordance
with the procedures defned by the Minister, on the actions taken
to conform with its legal obligations regarding the fi ght against
money laundering. Accordingly, for point-of-sale and online
games, it submits an annual activity report on the fi ght against
money laundering to the Budget Minister and to TRACFIN.

In addition, for online gaming, it reports annually to ARJEL on the
results of the checks it performs in combating criminal or
fraudulent activities, money laundering and the fi nancing of
terrorism.

In 2010, 21,695 inspections were conducted in the sales network
by network inspectors.

2.3.4. Key aspects of the company's internal control

Secure transactions and stringent monitoring procedures are two
fundamental imperatives for la Francaise des Jeux. These sastisfy
the integrity requirements issued by the public authorities and
legitimately expected by the players. They are made as reliable as
possible by elaborate computer technology and regular updates
to the various stakeholders in the company.

The Group communicates these principles through internal
procedures for sensitive operating processes. As a member of the
European Lotteries Association and World Lotteries Association,
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the company is also involved in defining best practices and
standards based on the rules of law governing procurement and
security of IT systems, in addition to obligations specifi ¢ to the
role of lottery operator.

& Internal procedures
» Game management

La Francaise des Jeux implemented procedures for launching and
managing games, strengthening risk analysis and appropriately
hedging the risks involved. The government approves games and
decides how player stake will be distributed among winners,
government levies and business overheads. Before being launched,
each game undergoes a legal analysis on compliance with gaming
regulations. The rules of each game are published in the Journal
Officiel (France's official gazette). These rules define the technical
features of the game, the conditions of entry, the stakes and prizes,
the technical procedures for th e calculation and payout of
winnings or prizes, the payment methods and the time limit for
claiming these payments. The rules of the game represent a
contract between the player and the company, as well as an
internal reference in terms of the financial, technical and
commercial management of the game.

& Information systems

Information systems are the core business of la Francaise des
Jeux. Subject to strict operating procedures, they facilitate
management of all games offered by la Francaise des Jeux.
Information systems are managed by the IT department. The
Risk Management and Security Division is responsible for the
proper implementation of the security principles of la Francaise
des Jeux, mainly through the use of the very latest state-of-
the-art and expert systems.

& Draws

When televised, draws are designed in close cooperation
between la Francaise des Jeux and la Francaise d'Images, under
the supervision of the Risk Management and Security Division.
Draws take place under the supervision of a bailiff, who certifes
the results.The most frequent draws are subject to specifi ¢
controls. The results are announced, after verifi cation using
dedicated tools.

«+ Payments

La Francaise des Jeux has strict procedures for the payment of
winnings in order to fulfil its obligations under the Perben Act.
To ensure that transactions are secure, la Francaise des Jeux limits
the payments of small cash prizes by applying thresholds, which
are below the current legal thresholds, above which payments
must be made by cheque or by bank transfer. The payment of
large prizes is secure and confidential.

& Prize winners

La Francaise des Jeux applies a code of ethics with regard to prize
winners. It ensures that the necessary measures are taken to
guarantee the confidentiality of the prize payouts. Any media
publicity is subject to prize winners’ consent. La Francaise des
Jeux provides major prize winners with guidance on how to cope
with this life-changing event, but for ethical reasons prohibits
itself from influencing their financial decisions.

& Purchases

The purchasing procedure describes the centralised purchasing
process of la Francaise des Jeux Group. Referenced suppliers
answer resquests for proposal. For structural purchases (ticket
printers, electronic playslip systems, advertising agencies, etc.),
the Board of Directors is always informed of the choice of
supplier.

& Delegated powers

The company’s Executive Management has granted decision-
making and operational powers to its department heads, with
financial thresholds. These powers enable them to fulfi | their
duties. Department heads can also delegate some of these powers
on a case-by-case basis to their teams.

The delegation of budget commitments is updated regularly and
monitored by the Finance department. For signifcant transactions,
prior authorisation must nevertheless be obtained from the
Executive Management in consultation with Management Control
or the Board of Directors for expenditures above a defined
threshold.

Banking signing authority, updated annually by the Finance
department, is granted to employees of la Francaise des Jeux for
purposes of cash management, as well as to sale agents and their
employees so that prizes can be paid to winners on specifi ¢
accounts.

» Budget and management control

The budget is prepared by the operating departments under the
guidance of the Finance and Control Division, and approved by
Executive Management. Together with the marketing plan it is
then submitted to the company’s supervisory bodies, before being
approved by the Board of Directors. This budget is updated during
the year after being approved by the Executive Management.

Monthly reports are produced by each department. These allow
to monitor budget realisation and the key performance indicators.
Year-end forecasts are drawn up twice a year to help anticipate
and correct any difference compared to targets.
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& Internal Audit, Internal Control and Quality Assurance
& Internal audit

Based on the mapping of the company’s major risks, the Group's
Audit, Internal Control and Quality Division prepares an annual
audit plan, approved by the Audit Committee, facilitating the
periodic evaluation of the main activities of la Francaise des Jeux
Group. In addition to this au dit plan, unscheduled audits are
also conducted during the fi nancial year stemming from new
needs or any irregularities to be analysed.

» Reference framework

Although it is exempted from any legal requirement regarding
internal control, la Francaise des Jeux has chosen to structure its
approach based on the recommendations of the French fhancial
markets authority, the Autorité des Marchés Financiers (AMF). In
addition, because of the particular requirements relating to fraud
that apply to la Francaise des Jeux (Perben Act, reputational risk
strongly linked to the risk of fraud, etc.), the Group has opted to
supplement this reference with the elements specifi ¢ to fraud
prevention issued by the COSO (the Committee of Sponsoring
Organizations of the Treadway Commission).

« Diagnostic of internal control maturity

In addition to its audits ass ignments aiming at periodically
assessing the way the Group functions, the Audit, Internal Control
and Quality Division has for several years implemented a recurring
internal control and quality assurance process that encompasses:
—a review of accounting and fiance processes in the broad sense
—a review of la Francaise des Jeux's core business processes

—an evaluative description of the “internal control environment”,
through an ongoing diagnostic of management and governance
controls.

Within this context, in 2010 the Audit, Internal Control and
Quality department launched an internal control maturity
diagnostic of la Francaise des Jeux Group which notably responds
to the objective of “reliability of fnancial information” proposed
by the AMF.

The purpose of this diagnostic is to assess the maturity level of
the internal control mechanisms of la Francaise des Jeux Group
and to identify possible areas of progress as compared to the
expectations of the marketplace.

It should be noted that in December 2010, la Francaise des Jeux
received the “Best Internal Control System” award, one of the
five awards of the fi rst edition of the Internal Control Awards
(Trophées du contrdle interne), organised by the French Institute
of Audit and Internal Control (IFACI) and Bearing Point consultancy.
These awards, handed down by a jury of experts from the world
of finance, internal control and audit, are designed to reward best
practices in the field of internal control, risk management and
auditing. La Francaise des Jeux is one of fve winners from among
more than 200 companies and public entities, coming from 15
different sectors.

& Quality Management System

In 2010, the Audit, Internal Control and Quality Division continued
its quality assurance work based on the standard 1SO 9001:

— coordination of the Quality Management System, process
updates, quality assurance audits, monitoring of corrective and
preventative actions follow-up, etc.

— implementation of a “decentralised” system allowing entities
wanting to get further involved in a quality assurance process—
and in particular the Network Administration department in
charge of issuing licences to retailers—to obtain ISO 9001
certification.

In 2010, la Francaise des Jeux's sustainable development initiative
relied notably on the operating processes of the Quality
Management System. This system applies to all business processes
and will gradually be extended to increase the Group's level of
corporate social responsibility towards all its stakeholders (internal
and external). The processes management resulting from this
approach is a monitoring tool designed to be used at all levels of
the company.

The objectives, indicators and actions management regarding the
sustainable development of the company is incorporated into the
Quality Management System, ensuring the continuity and the
constant questioning of the company in meeting the challenges
of sustainable development.

2.3.5. Legal and operational controls exercised by the
parent company on its subsidiaries

The companies of la Francaise des Jeux Group, with the exception
of Société de Gestion de I'Echappée, Beijing Zhongcai Printing
Co. Ltd., Services aux Loteries en Europe, and Laverock von Shoultz
(LVS), are managed by employees of la Francaise des Jeux. Business
strategy is coordinated with la Francaise des Jeux strategy.

Subsidiaries report on a quarterly basis, although decisions
concerning structural operations are made within the management
bodies of la Francaise des Jeux. Subsidiaries use la Francaise des
Jeux's support services as they need to, such as accounting,
procurement, legal affairs, and human resources. Their activities
also fall automatically within the scope of the Audit, Internal
Control and Quiality Division.

2.4. INTERNAL CONTROL RELATING TO
THE PREPARATION OF THE PARENT COMPANY'S
FINANCIAL AND ACCOUNTING INFORMATION

2.4.1. Organisation of the accounting and fi nance
function

The Finance and Control Division, reporting directly to the
Executive Management of la Francaise des Jeux, includes the
following entities within its Finance department:
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— Accounting and Finance is responsible for the preparation of
the Group's parent company financial statements and the Group's
annual and interim consolidated financial statements. It ensures
and guarantees the integrity of the recognition of game-related
transactions and payments to gaming benefi ciaries, and the
collection of receivables from retailers.

—Treasury and Financing manage all movements and investments
of funds.

— Management Control, aided by the management controllers
assigned to each department and subsidiary, analyses results with
an analytical approach

— Finance Information Systems Project Management handles
project management tasks for the accounting and finance
information systems of la Francaise des Jeux.

The Act of 12 May 2010 requires online game operators to
establish, in their internal accounting, separate accounts for the
gaming and betting services offered by virtue of the licences
granted on the basis of this Act and for the company’s other
activities in France and abroad. For operators with exclusive rights,
such as la Francaise des Jeux, the separation of accounts refers to
the separation of the accounts for its monopoly activities from
those for its competitive activities.

The Regulation department ensures compliance of the
management of la Frangaise des Jeux with the rules set by the
regulatory authorities and the financial integrity of the games.

2.4.2. Organisation of accounting and fi nance
information systems

The real-time posting of draw-based games is done electronically.
Daily data from IT systems: player stake, cancellations and
payments of recorded prizes are reconciled with the data from
the accounting system.

For scratch games, the IT system provides centralised information
on prizes paid and ensures that winnings are only paid once.
Revenue is based on fi gures declared by sale agents, verifi ed at
the closing of tickets issuance and by monitoring the physical stock
of tickets during inventories carried out with the sale agents by
an appointed firm. For a very small portion of retailers, la Francaise
des Jeux has been calculating daily revenue since 2009 based on
ticket books activated and prizes paid.

For draw-based and scratch games, the reconciliation of data from
the IT systems those from the accounting systems makes allows
to validate the consistency of government levies and commissions
paid to the distribution network.

Fixed assets are managed in a software interfaced with the general
accounting information system.

The information necessary for payroll calculation is entered in an
application that allows salaries to be processed by a third party
service provider.

2.4.3. General information

The consolidated fi nancial statements of la Francaise des Jeux
Group have been prepared since 31 December 2008 in accordance
with International Financial Reporting Standards (IFRS) as adopted
by the European Union. Previously, they were prepared according
to French GAAP.

« Financial closing procedure

A closing report is produced each year. It indicates the dates of
key deadlines and describes any legislative changes affecting the
closing. Outstanding items are reported to ensure that there are
no bottlenecks and to monitor their follow-up.

& Closing dates

The Accounting and Finance department prepares the parent
company financial statements, the annual and interim consolidated
financial statements. The financial closing of la Frangaise des Jeux
and its subsidiaries takes place on 31 December of each year.

& Procedures for management and processing
of off-balance sheet commitments

The procedures call for the systematic updating of off-balance-
sheet commitments when a new contract, agreement or other
significant operation to be declared is signed.

& Procedures for tracking physical assets

Inventories of fked assets are facilitated by the electronic tracking of
equipment. Physical inventories are carried out every six months for
equipment such as terminals. Inventories are periodically carried out
for other assets.

Physical inventories of spare parts are carried out every six months
and are followed by continuous inventories.

Physical inventories of scratch games allocated to sale agents are
audited by the Finance department. This control consists in a
reconciliation between physical stocks and accounting stocks, which
is then audited by the independent auditors. At the close of each
issuance, the accounting stocks are reconciled with destroyed stocks
and declared sales.

All of these assets are regularly audited during physical inventories.
The independent auditors take part in any inventory that they consider
significant.

& Specific procedures to control fraud or errors

La Francaise des Jeux is organised in such a way as to ensure the
segregation of duties both through the distribution of fonctions
between different divisions and departments and through the
internal organisation of each unit. Monthly reporting by the
Accounting and Management Control department's enables
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monitoring of the accounting department's activity and the
financial indicators trend by the heads of Accounting Finance
Management Control and Executive Management.

The Treasury department has implemented various checks (daily,
monthly, quarterly, etc.) allowing it to react in case of irregularities
detected on payment and investment transactions. If necessary,
the Treasury department informs the Finance department as well
as the Legal department and the Risk Management and Security
departments. These entities also undergo regular audits by
external bodies, such as the independent auditors, tax inspectors,
the French Social Security Contribution Collection Office
(URSSAF), the Cour des Comptes (national audit office), etc.

2.4.4. Preparation of periodic fi nancial statements

A monthly report and scorecard on general accounting are
published each month. The Group's accounts are also consolidated
at the end of the first half of the year.

2.4.5. Financial consolidation procedures

The consolidation criteria are su mmarised in the guide of the
consolidated tax return. The consolidated fnancial statements are
prepared at year-end by the Finance department. They are subject
to a general report produced by the independent auditors and
are adopted by the Board of Directors.

2.4.6. Liaising with the auditors

In accordance with current best practice, the independent
auditors study the Group's accounting and internal control
systems in order to plan their audit and design an effective audit
strategy. They are thus able to identify the strengths and
weaknesses of internal control, according to which they tailor
their audit and justify their opinion. They report their fi ndings
to the Audit Committee, the Finance department, the Audit,
Internal Control and Quality Division and the Chairman and Chief
Executive, who organises two meetings with the college of
independent auditors following the interim and fi nal review
phases of the annual financial statements.

34

ACTION PLAN

While no control system can offer a full guarantee, the
collegiate operation of la Francaise des Jeux, with its Board
of Directors, Audit Committee, Nominations and Remuneration
Committee and Management committees, in addition to the
chairmen of subsidiaries, internal and external supervisory
bodies, and actions carried out or in progress, such as those
described in this report, demonstrate the commitment of la
Francaise des Jeux Group to implement an effective system
of internal control, designed to be continuously improved.

La Francaise des Jeux Group is committed to implementing an
ever stronger internal control evaluation system in the future
and to make any improvements that might be deemed necessary,
following an approach of continuous improvement.
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