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PART I
FORWARD-LOOKING STATEMENTS

Throughout this Annual Report on Form 10-K we make "forward-looking statements" within the meaning of the U.S. Private Securities
Litigation Reform Act of 1995. Forward-looking statements describe future expectations, plans, results or strategies and can often be identified
by the use of terminology such as "may," "will," "estimate," "intend," "continue," "believe," "expect," "anticipate," "could," "potential,"
"opportunity,” or similar terminology. The forward-looking statements contained in this Annual Report on Form 10-K are generally located in
the material set forth under the headings "Business," "Risk Factors" and "Management's Discussion and Analysis of Financial Condition and
Results of Operations" but may be found in other locations as well. These statements are based upon management's current expectations,
assumptions and estimates and are not guarantees of future results or performance. Actual results may differ materially from those projected in
these statements due to a variety of risks and uncertainties and other factors, including, among other things: competition; material adverse
changes in economic and industry conditions; technological change; retention and renewal of existing contracts and entry into new or revised
contracts; availability and adequacy of cash flows to satisfy obligations and indebtedness or future needs; protection of intellectual property;
security and integrity of software and systems; laws and government regulation, including those relating to gaming licenses, permits and
operations; inability to identify, complete and integrate future acquisitions; inability to benefit from, and risks associated with, joint ventures and
strategic investments and relationships; seasonality; pending legal challenges that may affect our joint venture's Illinois lottery private
management agreement or the failure of our joint venture to meet the net income targets or otherwise realize the anticipated benefits under such
agreement; inability to identify and capitalize on trends and changes in the lottery and gaming industries; inability to enhance and develop
successful gaming concepts; dependence on suppliers and manufacturers; liability for product defects; fluctuations in foreign currency exchange
rates and other factors associated with foreign operations; influence of certain stockholders; dependence on key personnel; failure to perform on
contracts; resolution of pending or future litigation; labor matters; and stock price volatility. Additional information regarding risks and
uncertainties and other factors that could cause actual results to differ materially from those contemplated in forward-looking statements is
included from time to time in our filings with the Securities and Exchange Commission ("SEC"), including under the heading "Risk Factors" in
this Annual Report on Form 10-K. Forward-looking statements speak only as of the date they are made, and except for our ongoing obligations
under the U.S. federal securities laws, we undertake no obligation to publicly update any forward-looking statements whether as a result of new
information, future events or otherwise.

non non non non non non

You should also note that this Annual Report on Form 10-K contains various references to industry market data and certain industry
forecasts. The industry market data and industry forecasts were obtained from publicly available information and industry publications. Industry
publications generally state that the information contained therein has been obtained from sources believed to be reliable, but that the accuracy
and completeness of that information is not guaranteed. Similarly, industry forecasts, while we believe them to be accurate, have not been
independently verified by us and we do not make any representation as to the accuracy of that information. In general, there is less publicly
available information concerning the international lottery industry than the lottery industry in the United States.

ITEM 1. BUSINESS

non non non

Unless otherwise specified or the context otherwise indicates, all references to the words "Scientific Games," "we," "us," "our," and the
"Company" refer to Scientific Games Corporation and all entities included in our consolidated financial statements. "International" refers to
non-United States jurisdictions. "SGI" refers to Scientific Games International, Inc., a wholly owned subsidiary of
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Scientific Games Corporation. "United States ("U.S.") jurisdictions" refers to the 50 states in the U.S. plus the District of Columbia and Puerto
Rico. "Online lottery" refers to a computerized system in which lottery terminals in retail outlets are continuously connected to a central
computer system for the activation, sale and validation of lottery tickets and related functions. "Wide area gaming" generally refers to a
collection of video lottery and/or other gaming terminals in which the terminals are distributed across a large number of venues, with relatively
few terminals per venue.

Scientific Games Corporation was incorporated in the state of Delaware on July 2, 1984. We are a global leader in providing customized,
end-to-end gaming solutions to lottery and gaming organizations worldwide. Our integrated array of products and services include instant lottery
games, lottery gaming systems, terminals and services, and Internet applications, as well as server-based interactive gaming machines and
associated gaming control systems. We also gain access to technology and pursue global expansion through strategic joint ventures and
non-controlling interests.

Industry Overview
Lottery

Lotteries are operated by domestic and foreign governmental authorities and their licensees in approximately 178 jurisdictions throughout
the world. Currently, 45 U.S. jurisdictions have online lotteries and 44 U.S. jurisdictions have instant ticket lotteries. Governments typically
authorize lotteries as a means of generating revenues without the imposition of additional taxes. Net lottery proceeds are frequently set aside for
a particular public purpose, such as education, aid to the elderly, conservation, transportation or economic development. Many jurisdictions have
come to rely on the proceeds from lottery ticket sales as a significant source of funding for these programs. Although there are many types of
lottery games worldwide, government authorized lotteries may generally be categorized into three principal categories: instant ticket; online; and
traditional draw-type lotteries.

An instant ticket lottery is typically played by removing a scratch-off coating from a preprinted ticket to determine whether it is a winner.
Online lottery games, such as Powerball® and Mega Millions, are based on a random selection of a series of numbers, and prizes are generally
based on the number of winners who share the prize pool, although set prizes are also offered. Online lotteries are conducted through a
computerized system in which lottery terminals in retail outlets are continuously connected to a central computer system. Online lottery systems
may also be used to validate instant lottery tickets to confirm that a ticket is a winner and prevent duplicate payments. In some jurisdictions,
separate instant ticket validation systems may be installed. In addition, lotteries may offer quick draw keno ("keno"), video lottery, sports and
other lottery games. Keno is typically played every five minutes in restricted social settings, such as bars and is usually offered as an extension
of online lottery systems. Video lotteries are played on video lottery terminals ("VLTs") featuring "line-up" and card games, typically targeted to
locations such as horse and greyhound racetracks, bars, truck stops, nightclubs, betting shops and similar establishments. Video lotteries
generally use a distinct system from an online lottery system for accounting, security and control purposes. Traditional draw-type lotteries,
which are generally conducted in international jurisdictions, typically involve selling tickets with pre-printed numbers and then performing a
drawing to determine the winner.

Based on industry information, U.S. instant ticket lottery sales and U.S. online lottery retail sales totaled approximately $31 billion and
approximately $23 billion, respectively, during the U.S. lottery industry's fiscal year-end 2010 (which is generally June 30, 2010). Based on
industry information, we estimate that worldwide instant ticket lottery retail sales and worldwide online lottery retail sales totaled approximately
$64 billion and approximately $177 billion, respectively, during fiscal year 2009. Recent industry data indicates that in the U.S. instant ticket
retail sales have generally been growing faster than online lottery retail sales, which we believe is due to the immediate gratification of an
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instant ticket (compared to the delayed rewards of an online lottery game with periodic drawings), as well as increased prize payouts and more
frequent game introductions.

In early 2010, U.S. lotteries began cross-selling the multi-state Powerball and Mega Millions lottery games, enabling players in many
lottery states to play a big jackpot game four days a week. We believe that lottery directors are considering an increase in the price point of the
Powerball game from $1 to $2, as well as a potential new game at a $5 price point.

Wide Area Gaming

Wide area gaming refers to a collection of video lottery and other gaming terminals in which the terminals are distributed across a large
number of venues, with relatively few terminals per venue. This contrasts with casino-type venues, where a large number of gaming machines
are housed in a single venue. Regulated wide area gaming is a large and growing industry, driven by the interest of governments to expand tax
revenues and monitor and control gaming within their jurisdictions.

Wide area gaming encompasses a number of categories including VLTs, server-based gaming terminals and other gaming devices that are
increasingly converging as networked video gaming terminals. We bring to this arena a server-based technology that allows for a quick and easy
refresh of game content on terminals in the field from a central location. Moreover, we seek to build on our expertise in field service and other
local gaming operational capabilities to distinguish ourselves in this area.

Operational Overview
We report our operations in three business segments: Printed Products Group; Lottery Systems Group; and Diversified Gaming Group.
Printed Products Group

Our Printed Products Group is primarily comprised of our global instant lottery ticket business. We generate revenue from ticket design and
manufacturing, as well as value-added services such as game design, sales and marketing support, specialty games and promotions, inventory
management and warehousing and fulfillment services. We also provide lotteries with customized partnerships to help them efficiently and
effectively manage and support their operations to achieve higher retail sales and lower operating costs. The Printed Products Group also
includes MDI Entertainment, LLC ("MDI"), our subsidiary that provides licensed games, promotional entertainment and Internet services to the
lottery industry.

Instant Ticket and Related Services. In 1974, we introduced the first secure instant lottery game ticket. We believe we are the leading
designer, manufacturer and distributor of instant lottery tickets in the world. We market instant lottery tickets and related services to domestic
and foreign lotteries and commercial (non-lottery) customers. We supply instant lottery tickets to 43 of the 44 U.S. jurisdictions that sell instant
lottery tickets. In addition, we have sold instant lottery tickets to customers in approximately 50 countries. Our U.S. instant ticket contracts
typically have an initial term of three to five years and frequently include multiple renewal options for additional periods ranging from one to
five years, which our customers have generally exercised in the past. We typically sell our instant lottery tickets for a per unit price or are paid a
fee equal to a percentage of the retail value of the instant lottery tickets sold. Some international customers purchase instant lottery tickets as
needed rather than through multi-game supply contracts.

We operate six printing facilities across five continents (including our joint venture's facility in China) with an aggregate capacity to print
approximately 45 billion 2" x 4" standard instant lottery tickets annually. The instant lottery tickets we manufacture are typically printed on
recyclable ticket
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stock by a series of computer-controlled presses and ink-jet imagers, which we believe incorporate the most advanced technology and security in
the industry. Instant lottery tickets generally range in size from 2" x 3" to as large as 8" x 12". Instant lottery tickets are normally played by
removing a scratch-off coating to determine if they are winning tickets.

Technology and security requirements necessary to manufacture and service instant lottery tickets continue to separate our business from
conventional forms of printing. We are generally recognized within the lottery industry as the leader in applying computer-based technologies to
the manufacturing and sale of instant lottery tickets. In order to maintain our position as a leading innovator within the lottery industry, we
intend to continue to explore and develop new technologies and their applications to instant lottery tickets and systems.

Our MDI business provides lotteries with access to some of the world's most popular entertainment brands on lottery products, which we
believe helps increase their instant ticket sales. Our entertainment brands include themed instant games such as The Price is Right®, Major
League Baseball®, National Basketball Association, Harley-Davidson®, Wheel-of-Fortune®, Monopoly and World Poker Tour®, to name a
few. We also provide branded merchandise prizes, advertising, promotional support, turn-key drawing management and prize fulfillment
programs. In 2009, we launched our Properties Plus offering, which is a web-based platform featuring players clubs, reward programs, second
chance promotional websites, interactive games and, subject to applicable law, a subscription system that enables players to purchase lottery
games securely over the Internet. In 2010, we acquired substantially all of the assets of GameLogic Inc., a provider of interactive marketing
services to regulated gaming operators ("GameLogic"), including GameLogic's software for Internet-based loyalty programs for lottery players
as well as an extensive suite of interactive games and related intellectual property. We also hired several key members from the GameLogic
development and marketing teams. We have integrated the GameLogic assets with our existing Properties Plus business.

We pioneered the concept of providing lotteries with customized cooperative services programs ("CSP"), in which we manage a lottery's
instant ticket operations as a means to reduce the operating costs of the lottery and increase its retail sales. Our CSP contracts bundle supply of
instant lottery tickets, systems, facilities management and/or other services, which can include the design and installation of game management
software, inventory and distribution, telemarketing, field sales, accounting, training and advisory services. Under our CSP contracts, we are
typically paid a percentage of the lottery's instant ticket revenues.

We have CSP contracts with lotteries in Arkansas, Delaware, the District of Columbia, Florida, Georgia, Maine, Oklahoma, Pennsylvania,
Puerto Rico, South Carolina, Tennessee and Virginia. We also have cooperative service style offerings in six German states and in the Ukraine.
In 2010, we were awarded a CSP contract to supply instant lottery tickets and cooperative services to Dutch lottery operator, De Lotto.

Italian Instant Ticket Concession. We are a 20% equity owner in Lotterie Nazionali S.r.1. ("LNS"), a joint venture comprised principally
of us, Lottomatica Group S.p.A. ("Lottomatica") and Arianna 2001, a company owned by the Federation of Italian Tobacconists, that was
awarded the concession from the Italian Monopoli di Stato to be the exclusive operator of the Italian Gratta e Vinci instant ticket lottery
beginning on October 1, 2010. The new concession has an initial term of nine years (subject to a performance evaluation during the fifth year)
and could be extended by the Monopoli di Stato for an additional nine years. LNS succeeded Consorzio Lotterie Nazionali ("CLN"), a
consortium comprised of essentially the same group that owns LNS, as holder of the concession. Under the new concession, we are the primary
supplier of instant lottery tickets for the joint venture, as we were under the prior concession. CLN, which had held the concession since 2004, is
being wound up and the bulk of its assets have been transferred to LNS.
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LNS paid €800 million in upfront fees under the terms of the new concession. We paid our pro rata share of these fees in 2010 (€104 million
in the second quarter of 2010 and €56 million in the fourth quarter of 2010). The upfront fees associated with the new concession are amortized
by LNS (anticipated to be approximately €89 million each year of the new concession on a pre-tax basis), which will reduce our equity in
earnings of LNS. Our share of the amortization is expected to be approximately €18 million each year on a pre-tax basis. In light of the corporate
structure of LNS, we will record our equity in earnings of LNS on an after-tax basis under applicable accounting rules, which will impact the
comparability of our results of operations associated with LNS with our results of operations associated with CLN since we recorded our equity
in earnings of CLN on a pre-tax basis. Subject to applicable limitations, we are entitled to receive from LNS annual cash dividends as well as
periodic return of capital payments over the life of the concession.

Northstar Lottery Group. We are a 20% equity owner in Northstar Lottery Group, LLC ("Northstar"), a joint venture with GTECH
Corporation ("GTECH"), a subsidiary of Lottomatica, that was formed to bid for the agreement to be the private manager for the Illinois lottery
for a ten-year term. Northstar was selected as the private manager following a competitive procurement and entered into the private management
agreement with the State of Illinois on January 18, 2011 (the "PMA"). As the private manager, Northstar will, subject to the oversight of the
[llinois lottery, manage the day-to-day operations of the Lottery including lottery game development and portfolio management, retailer
recruitment and training, supply of goods and services and overall marketing strategy. Under the terms of the PMA, Northstar is entitled to
receive annual incentive compensation payments to the extent it is successful in increasing the lottery's net income above specified target levels,
subject to a cap of 5% of the applicable year's net income. Northstar will be responsible for payments to the State to the extent such targets are
not achieved, subject to a similar cap. Northstar is expected to be reimbursed on a monthly basis for most of its operating expenses under the
PMA. Under a CSP agreement with Northstar, the Company will be responsible for the design, development, manufacturing, warehousing and
distribution of instant lottery tickets and will be compensated based on a percentage of retail sales.

Operations under the PMA are scheduled to commence in 2011, following a transition period. On January 26, 2011, the Appellate Court of
[llinois upheld a constitutional challenge to the revenue statute that, among other things, amended the lottery law to facilitate the PMA on
grounds that the statute impermissibly addressed more than one subject. The Illinois Supreme Court subsequently granted a stay of the Appellate
Court's decision pending the appeal to the Illinois Supreme Court by the State of Illinois. We cannot predict what effect, if any, the court
decision, if it is not reversed by the Illinois Supreme Court or addressed through new authorizing legislation, will have on the PMA. If the PMA
is ultimately invalidated, we may lose our investment in Northstar and our existing instant ticket supply agreement with the Illinois lottery may
come up for re-bid.

CSG. We are a 49% equity owner in CSG Lottery Technology (Beijing) Co., Ltd. ("CSG"), a joint venture that holds a 15-year contract to
supply instant lottery tickets to the China Sports Lottery. In connection with the contract, the joint venture established an instant ticket
manufacturing facility that began producing instant lottery tickets at the end of 2008. The facility has capacity to print eight billion 2" by 4"
standard instant ticket units annually. We also receive a royalty fee from CSG for intellectual property rights deemed necessary to promote
lottery ticket sales equal to 1% of the total gross profits distributed by the joint venture.

Lottery Systems Group

We are a leading provider of customized computer software, software support, equipment and data communication services to lotteries. In
the U.S., we typically provide the necessary equipment, software and maintenance services pursuant to long-term facilities management
contracts that typically have a minimum initial term of five years under which we are generally paid a fee equal to a percentage of
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the lottery's total retail sales of tickets. Our U.S. contracts typically contain multiple renewal options that generally have been exercised by our
customers. Internationally, we typically sell point-of-sale terminals and/or computer software to lottery authorities and may provide ongoing
fee-based systems and software support services under long-term contracts.

Our lottery systems use proprietary technology that facilitates high-speed processing of online wagers as well as validation of winning
online and instant tickets. Our lottery systems business includes the supply of transaction-processing software, online lottery games,
point-of-sale terminals, central site computers and communication platforms, and ongoing operational support and maintenance services. We
also provide software, hardware and support for sports betting systems, video lottery systems and the operation of credit card processing systems
for non-lottery customers.

We have contracts to operate online lottery systems for 11 of the 45 U.S. jurisdictions that operate online lotteries. We believe we are the
second largest online lottery provider in the U.S. and a leading provider in Europe. Internationally, we have lottery systems operating in
Argentina, Canada, Israel, Australia, China, Puerto Rico, France, Germany, Hungary, Iceland, Latvia, Mexico, Norway, the Philippines, Spain,
and Switzerland. In addition, we are the exclusive instant ticket validation network provider to the China Sports Lottery.

During 2010, the Iowa lottery awarded us a new lottery systems contract, which commences in July 2011, has an initial term of seven years
and includes three one-year extension options held by the lottery. During 2010, the lottery authority in Maine awarded a new online lottery
contract to one of our competitors, which award was subsequently invalidated as a result of our protest. The competitor has appealed the protest
ruling. While we believe that the appeal will be denied and that, during the appeal, Maine will extend the current contract with us and issue a
revised request for proposal ("RFP"), there can be no assurance that the appeal will be denied, that our current contract will be extended or that
we will be the winning bidder under any reissued RFP. During 2009, the Indiana lottery awarded us a new online lottery contract which began in
2010 for a six-year term through 2016, subject to four additional one-year renewal options held by the lottery.

Guard Libang. We have a 50% equity ownership interest in Guard Libang, a provider of systems and services to a majority of the China
Welfare Lottery ("CWL") jurisdictions.

Diversified Gaming Group

Our Diversified Gaming Group provides services and systems to private and public operators in the wide area gaming industry, including
server-based gaming machines and sports betting systems and services.

The Diversified Gaming Group includes The Global Draw Limited ("Global Draw"), a leading supplier of wide area gaming machines,
server-based gaming systems and game content to licensed bookmakers, primarily in betting shops in the U.K. and, increasingly, outside the
U.K. with deployments in Austria, Mexico and the Caribbean. The Diversified Gaming Group also includes Games Media Limited ("Games
Media"), a supplier of gaming terminals and content to U.K. public house ("pub") operators. We provide bookmakers with a turnkey offering
which includes remote management of game content and management information, wagering terminals, central computer systems, data
communication and field support services. We develop our own game content and contract with third parties for additional content. Our
contracts are generally for an initial period of two to four years under which we are typically paid a fee equal to a percentage of our customer's
revenues generated from wagers on each terminal. Global Draw operated approximately 15,000 terminals in the U.K. as of December 31, 2010
and has recently expanded into gaming venues in Latin America and the Caribbean.
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During 2010, Global Draw was awarded a contract to supply approximately 7,600 server-based gaming machines to Ladbrokes Betting and
Gaming, Ltd. ("Ladbrokes"), which we believe represents approximately 95% of their terminal base. The gaming machines are scheduled to be
rolled out in 2011.

Games Media develops its own game content and contracts with third-party game developers and game content providers for use on its
digital Amusement With Prize ("AWP") and Skill With Prize ("SWP") gaming terminals in the U.K. The content and terminals are supplied as
part of a full turnkey digital gaming product offering to pubs. In late 2007, Games Media began to offer full facilities management contracts to
U.K. pub operators and has approximately 3,300 digital terminals installed as of December 31, 2010 with almost 1,500 locations.

In early 2010, we entered into agreements with a subsidiary of Playtech Limited ("Playtech") providing for our license of Playtech's
back-end technology platform for our gaming machines in exchange for certain fees, including a fee based on a percentage of the net cash flow
generated by the gaming machines. In 2010, we began migrating our gaming machine businesses in the U.K to the new back-end technology
platform, which we expect will provide land-based operators with an enhanced and highly cost-effective way of delivering game content to their
patrons.

Sciplay. 1In early 2010, we also entered into a joint venture with Playtech to deliver the latest state-of-the-art Internet gaming solutions to

government-sponsored and government-regulated lotteries and certain other gaming operators through a newly formed entity, Sciplay. Sciplay
seeks to capitalize on the combination of Playtech's Internet gaming software and content and our experience and relationships with lotteries and
other gaming operators.

Roberts Communication Network. We have a 29.4% equity interest in Roberts Communications Network, LLC ("RCN"), which provides
communications services to racing and non-racing customers.

Sportech Plc. The Diversified Gaming Group also included our racing and venue management businesses (collectively, the "Racing
Business") prior to the sale of these businesses to Sportech Plc ("Sportech") on October 5, 2010. Upon the closing of the sale of the Racing
Business to Sportech, we received an equity interest in Sportech of approximately 20% of the shares then outstanding. Sportech operates football
pools and associated games through various distribution channels including direct mail and telephone, agent-based collection and via the
Internet. Sportech also operates a portfolio of online casino, poker, bingo and fixed-odds games businesses through its e-Gaming division. Our
interest in Sportech is accounted for under the equity method of accounting.

Company Strategy

Our goal is to be a leader in providing wide area lottery and gaming products and services to customers around the world. The following are
the primary elements of our strategy to accomplish this goal:

Maximize Revenue and Profits from Existing Contracts and Infrastructure. We believe we have significant growth potential
within our existing global customer base by introducing new products and services and by expanding distribution of our
products to new venues. We view this as one of the more attractive avenues of growth as it utilizes our existing contracts and
infrastructure and should require relatively limited incremental capital expenditures and overhead expenses. For example:

In our Lottery Systems business, we are seeking to maximize revenue and profitability from our existing contracts
by working with lottery organizations to introduce new game content, including branded and higher price point
games.
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In our Global Draw and Games Media businesses, we believe that by enhancing the quality and delivery options
for game content we can improve the performance of our gaming terminals. We are in the process of introducing a
new state-of-the-art gaming platform that is anticipated to bring expanded content and functionality to our
customers and end players, which we believe will result in improved cashbox performance.

In the U.S., we believe that there is potential to increase instant ticket sales by expanding into new forms of retail
distribution. Industry estimates suggest that approximately 70% of total fiscal 2009 lottery sales were transacted at
only 140,000 retail locations, which were primarily convenience stores, gas stations and grocery stores. We
believe that by tailoring our products, content and delivery mechanisms to meet a broader set of retailer needs, we
can expand distribution to new retail outlets, including "big box" retailers, drug store chains and other high traffic

outlets that have historically not been significant retailers of our products.

Bring Our Products and Services to New Customers in New Geographies. We believe that we have a significant opportunity
to expand our business by introducing our wide area lottery and gaming products to new and underpenetrated geographies.
For example:

We believe that instant tickets currently comprise less than 20% of lottery sales outside of the U.S., compared to
almost 60% of lottery sales in the U.S. We are especially focused on increasing instant ticket penetration in both
underpenetrated and new jurisdictions, particularly in Asia, South America and Eastern/Central Europe. We
believe that several countries in these regions are evaluating the introduction of instant tickets to help fund existing
budget deficits and/or public infrastructure improvements.

We believe the Global Draw business model has been validated by its success to date in the U.K., where it boasts
an installed gaming machine base of approximately 15,000 units and was recently awarded an additional 7,600
machines to be deployed in the Ladbrokes estate in 2011. Outside of the U.K., Global Draw has had early success
in geographies such as Mexico and the Caribbean, including Puerto Rico, St. Kitts and Nevis. We view North
America and the Caribbean as substantial areas of growth for this business as they currently have estimated wide
area gaming machine installed bases of approximately 140,000 and 86,000 terminals, respectively. In conjunction
with this effort, our Lottery Systems Group's central monitoring and control systems business is actively pursuing
opportunities in North American jurisdictions that are seeking to expand into licensed video gaming or replace

their existing video gaming systems.

Pursue and Exploit New Business Models. As U.S. states increasingly look towards lottery and gaming as a source of
revenue, we believe they could pursue an outsourcing model whereby the day-to-day management of the lottery is conducted
by a third party, similar to the private management agreement the Illinois lottery awarded to our Northstar joint venture. We
believe this model bodes well for our business given the success our Italian joint venture has had historically as a
value-added operator, where instant ticket sales grew from approximately $1.0 billion in 2004 to approximately $12.4 billion

in 2010.

Expand Playership Through Mobile and Internet Technologies. The liberalization and regulation of Internet and mobile
gaming is becoming increasingly prevalent outside the U.S. as governments seek to raise public funds and to meet customer
demands. We believe the global gaming industry is undergoing significant change, as players want the ability to play
anytime and anywhere with one common electronic wallet, or account, to facilitate payment. As such, we believe the
industry will be increasingly characterized by convergence, or the interlinking of land-based and virtual (e.g., Internet)
gaming technologies, networks and content. Therefore, we are investing in development activities focused on using the
Internet and other new media and interactive
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technologies to grow lottery playership and drive business to the existing retail base, as well as take advantage of other
regulated gaming opportunities. For example:

Our recently launched MDI Interactive business offers a portfolio of content, programs and services to lotteries
designed to attract and engage more players both online and through other forms of digital media. MDI Interactive
products and services include MDI's Properties Plus offering, a web-based platform featuring players clubs, the
Points for Prizes rewards program, second chance promotional websites, the Play It Again instant game top prize
management program, interactive games and, subject to applicable law, a subscription system that enables players
to purchase lottery games securely over the Internet. We intend to market MDI Interactive's products and services
to lottery customers that are seeking to benefit from evolving technology and consumer trends.

Our Sciplay joint venture focuses on providing end-to-end offerings of products and services that enable its
customers to offer interactive lottery and gaming operated via the Internet and other new media distribution

channels in a manner that is consistent with the applicable regulatory regimes.

Pursue Strategic Acquisitions. In support of the foregoing strategy, we may engage in strategic acquisitions to help us
achieve our goals. For example:

We recently acquired substantially all of the assets of GameLogic, a provider of interactive marketing services for
the regulated gaming industry, including GameLogic's software for Internet-based loyalty programs for lottery
players as well as an extensive portfolio of interactive games and related intellectual property. We have integrated
the GameLogic assets with Properties Plus.

In 2010, we also acquired certain assets of Sceptre Leisure Solutions Limited, including 751 server-based gaming
terminals and associated customer contracts, to increase Global Draw's estate of gaming machines supplied and
operated by licensed betting offices in the U.K.

Contract Procurement
Lottery

Government authorized lotteries in the U.S. typically operate under state-mandated public procurement regulations. See "Government
Regulation." Lotteries select an instant ticket or online supplier by issuing an RFP, which outlines contractual obligations as well as products and
services to be delivered. An evaluation committee frequently comprised of key lottery staff evaluates responses based on various criteria. These
criteria usually include quality of product and/or technical solutions, security plan and features, experience in the industry, quality of personnel
and services to be delivered, and price. We believe that our product functionality, game content, the quality of our personnel, our technical
expertise and our demonstrated ability to help the lotteries increase their revenues may give us an advantage relative to the competition when
responding to lottery RFPs in the U.S. However, many lotteries still award the contract to the qualified vendor offering the lowest price,
regardless of other factors. Contract awards by lottery authorities are sometimes challenged by unsuccessful competitors, which can result in
protracted legal proceedings. Internationally, lottery authorities do not always utilize such a formal bidding process, but rather negotiate with one
or more potential vendors.

U.S. instant ticket lottery contracts typically have an initial term of three to five years and frequently include multiple renewal options
ranging from one to five years, which our customers have generally exercised in the past. Our U.S. online lottery contracts typically have a
minimum initial term of five years, with additional renewal options held by the lottery that may extend up to ten years. The length of these
lottery contracts, together with their renewal options, limits the number of contracts available for bidding in any given year.
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The table below lists the U.S. lottery contracts for which we had executed agreements as of January 15, 2011 and certain related
information. We are the exclusive provider of systems in all online and video lottery contracts and the primary supplier of instant lottery tickets
unless otherwise noted. The commencement date of the current contract is the date we began generating revenues under such contract, which for
our online contracts is typically the start-up date. The table also includes instant ticket or online retail sales, as applicable, for each jurisdiction.

State/District
Arizona
Arkansas
California
Colorado
Colorado
Connecticut
Connecticut

Delaware
Delaware
Delaware
District of Columbia

Florida

Georgia
Idaho (2)
Illinois (4)

Indiana (2)
Indiana

Towa (2)
Towa (5)

Kansas (1)
Kentucky (2)
Louisiana
Maine

Maine (6)
Maine
Maryland (1)
Maryland
Massachusetts (2)
Minnesota (1)
Missouri (2)
Montana
Nebraska (3)
New Hampshire
New Jersey (1)
New Mexico (1)

New Mexico

New York

North Carolina (3)
North Dakota
Ohio

Oklahoma

Fiscal 2010*
State Instant
Ticket or
Online
Retail Sales
(in millions)
$ 336.9

335.5
1,661.3
328.1
172.9
593.4
403.2

36.1
87.0
534.1
47.4

2,073.1

2,413.5
90.6
1,190.1

463.5
265.9

143.8
93.0

125.1
458.8
136.0
152.1
65.5
57.3
490.9
1,217.0
3,015.7
338.1
637.6
14.3
66.9
160.3
1,301.5
78.4

N/A
3,611.1
855.6
242
1,375.8
89.0

Type of Commencement
Contract Date of
ok Current Contract
ITRS January 2010
ITRS August 2009
ITRS July 2005
ITRS December 2010
Online April 2005
ITRS August 2007
Online May 2008
ITRS November 2005
Online February 2003
Video February 2003
ITRS August 2005
ITRS October 2008
ITRS September 2003
ITRS August 2007
ITRS November 2005
ITRS January 2002
Online August 2010
ITRS January 2008
Online July 2001
ITRS August 2008
ITRS June 2011
ITRS October 2010
ITRS July 2001
Online July 2001
Video July 2008
ITRS July 2006
Online October 2005
ITRS July 2009
ITRS May 2010
ITRS April 2001
ITRS August 2008
ITRS May 2001
ITRS June 2006
ITRS November 2001
ITRS March 2010
Video December 2005
ITRS July 2006
ITRS March 2006
Online February 2004
ITRS June 2007
ITRS August 2005
11

Expiration
Date of
Current

Contract
(Before
exercise
of remaining
renewal
options)
January 2015
August 2016
June 2013
June 2014
October 2012
August 2011
May 2013
November
2011
February 2015
February 2015
August 2012
September
2014
September
2013
August 2012
April 2011
December
2012
August 2016
December
2011
June 2011
September
2013
June 2018
October 2020
June 2011
June 2011
June 2013
June 2013
June 2016
June 2012
May 2014
June 2011
August 2013
June 2011
June 2012
June 2011
March 2014
December
2013
July 2011
Jan 2017
March 2014
June 2011
August 2012

Current

Renewal

Options

Remaining

5 one-year
3 one-year
None
3 one-year
1 two-year
1 one-year
5 one-year

None
None
None
None

2 two-year

None
1 three-year
None

None
4 one-year

1 one-year
None

3 one-year
8 years
None
None
None

5 one-year
None
None

2 one-year
2 one-year
None

2 one-year
None
None
None

4 years

None
None
None
None
2 two-year
1 one-year
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Expiration
Date of
Current
Fiscal 2010* Contract
State Instant (Before
Ticket or exercise Current
Online Type of Commencement of remaining Renewal
Retail Sales Contract Date of renewal Options
State/District (in millions) o Current Contract options) Remaining
Oklahoma 111.2 Online August 2005 August 2012  None
Oregon (2) 113.3 ITRS June 2010 June 2013 4 one-year
Pennsylvania 1,748.7 ITRS July 2007 July 2015 2 one-year
December
Pennsylvania 1,321.4 Online January 2009 2014 4 one-year
Puerto Rico 421.3 Online March 2005 June 2012 2 two-year
Puerto Rico N/A ITRS December 2009  June 2012 2 two-year
Rhode Island (2) 78.0 ITRS July 2007 June 2011 2 one-year
September
South Carolina 646.5 ITRS October 2006 2013 None
South Dakota 20.4 ITRS August 2010 August 2016 ~ None
December
South Dakota 178.9 Vldeo December 2009 2019 5 one-year
Tennessee 890.3 ITRS January 2004 April 2015 None
Texas 2,761.0 ITRS September 2004  August 2011 1 one-year
Vermont 71.4 ITRS February 2006 January 2012 2 one-year
Virginia 711.2 ITRS June 2004 June 2014 None
Washington 289.3 ITRS March 2006 March 2014 None
West Virginia 97.5 ITRS February 2006 June 2011 None
West Virginia N/A Video February 2006 February 2012 4 one-year
Wisconsin (2) 269.3 ITRS July 2004 October 2011 3 one-year

)

Secondary instant ticket supplier.

@

Pull-tab sales are included within instant ticket sales.

3
Subcontract through GTECH, a subsidiary of Lottomatica.

“
It is contemplated that our existing instant ticket contract with the Illinois lottery will be replaced in 2011 with a new supply agreement
between us and Northstar as the private manager of the Illinois lottery. The new supply agreement will be coterminous with Northstar's
private management agreement with the Illinois lottery. See "Business Operational Overview Printed Products Group Northstar Lottery
Group" in Item 1 of this Annual Report on Form 10-K.

&)
Current contract extension terminates June 2011. We recently signed a new contract that is scheduled to go into effect in July 2011.
The contract has a seven (7) year term with three (3) one-year renewal options.

Q)
Current contract extension terminates June 2011. During 2010, the lottery authority in Maine awarded a new online lottery contract to
one of our competitors, which award was subsequently invalidated as a result of our protest. The competitor has appealed the protest
ruling. Although we believe that the appeal will be denied and that, during the appeal, Maine will extend our existing contract and
issue a revised RFP, there can be no assurance that the appeal will be denied, that our current contract will be extended or that we will
be the winning bidder under any reissued RFP.

Fiscal year 2010 is the year ended June 30, 2010, except for New York which is March 31, 2010, Texas which is August 31, 2010,
Michigan which is September 30, 2010 and District of Columbia which is September 2010.

ek
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"ITRS" refers to instant ticket and related services.

"Video" refers to video lottery service contract.
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As of December 31, 2010, the Company has international lottery contracts with Atlantic Lottery Corporation (Canada), Loto-Quebec,
Ontario Lottery and Gaming Corporation, LNS (Italy), La Francaise des Juex (France), Camelot (U.K.) along with various other customers
across Germany, Australia, the Netherlands, China and the rest of the world. In addition, we provide products and services to international
customers that are not subject to contracts.

Wide Area Gaming

In the U.K., contract awards by the major bookmakers often involve a competitive bid process. Contracts with major bookmakers are
typically for a term of four years. Our large bookmaker contracts in the U.K. are with Ladbrokes, William Hill, Corals and Totesport, the retail
division of the U.K. Tote.

U.K. pub contracts were historically supplied with analog AWPs and digital SWPs. Contracts are generally one to two years in length and
machines supplied are based on product performance and pub company approvals. As this business continues to migrate to digital SWPs,
contract periods are lengthening and are generally for a minimum of three years.

Research and Product Development

We believe our ability to attract new lottery and wide area gaming customers and retain existing customers depends in part on our ability to
continue to incorporate technological advances into, and to improve, our products, systems and related equipment. Our development efforts are
focused on new systems and products, as well as the improvement and refinement of our existing products including the expansion of their uses
and applications. We are also focused on expanding utilization of the Internet and other interactive technologies to grow lottery playership and
pursue regulated gaming opportunities. Many of our product developments and innovations have quickly become industry standards, including
games for Printed Products and multiplier games for Lottery Systems.

Intellectual Property

We have a number of U.S. and foreign patents that we consider, in the aggregate, to be of material importance to our business. Patents
extend for varying periods of time according to the date of patent filing or grant and the legal term of patents in the various countries where
patent protection is obtained. In the U.S., the term of a patent generally expires 20 years from the date of filing. The actual protection afforded
by a patent, which can vary from country to country, depends upon the type of patent, the scope of its coverage and the availability of legal
remedies in the country.

Certain technology material to our lottery processes and systems is the subject of patents issued and patent applications currently pending in
the U.S. and certain other countries. In our lottery business, we utilize our patented and patent-pending technology for the production, secure
printing, validation and distribution of instant lottery tickets. In addition, our MDI, Global Draw and Games Media businesses patent and license
game content as part of their businesses. Most of our material patents are not scheduled to expire until 2013 or later. We also have a number of
U.S. and foreign registered trademarks and other common law trademark rights for certain of our products and services, including BOODLE ,
FailSafe®, Properties Plus, Points for Prizes®, Winner's Choice , PlayCentral®, SciScan Technology , Aegis®, Wave , EXTREMA®, SGI-NET ,
QUANTUM , STAN® and MAX®. Trademark protection continues in some countries, including the U.S., for as long as the mark is used and in
other countries for as long as it is registered. Registrations generally are for fixed, but renewable, terms.

From time to time we become aware of potential infringement of our intellectual property by competitors and other third parties and
consider what action, if any, to take in that regard, including litigation where appropriate. Historically, others have threatened or brought

litigation against us.
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Production Processes, Sources and Availability of Components

Our dedicated computer controlled printing process is specifically designed to produce secure instant lottery game tickets for government
sanctioned lotteries and promotional games. Our facilities are designed for efficient, secure production of instant lottery tickets and support
high-speed variable image printing, packaging and storage of instant game tickets. Instant ticket games are delivered finished and ready for
distribution by the lottery authority (or by us in the jurisdictions where we have CSP contracts). Paper and ink are the principal raw materials
consumed in our ticket manufacturing operations.

Production of our lottery and wagering terminals and related component products primarily involves the assembly of electronic components
into more complex systems and products. The majority of our wide area gaming terminals and lottery terminals are purchased from third-party
vendors as needed.

We normally have sufficient lead time between reaching an agreement to provide the required system and the commencement of operations
so that we are able to provide the customer with a fully functioning system, customized to meet its requirements. In the event that current
suppliers of central processing units were no longer available, we believe we would be able to adapt our application software to run on the
then-available hardware in time to allow us to meet new contractual obligations, although the price competitiveness of our products might
change. The lead time for obtaining most of the electronic components that we use is approximately 90 days. We believe that this is consistent
with our competitors' lead times and is also consistent with the needs of our customers.

Competition
Printed Products Group

The Printed Products business is highly competitive and we operate in a period of intense price-based competition. Our principal instant
lottery ticket competitors in the U.S. are Pollard Banknote Limited and GTECH, a subsidiary of Lottomatica. Except as permitted by the
applicable provisions of the North American Free Trade Agreement with respect to Canada, it is currently illegal to import lottery tickets into the
U.S. from a foreign country. Our business could be adversely affected should additional foreign competitors in Canada export their lottery
products to the U.S. or should other foreign competitors establish printing facilities in the U.S. or Canada to supply the U.S. Internationally, a
number of lottery instant ticket vendors compete with us including the competitors noted above and printers in India and China.

Lottery Systems Group

The online lottery business is highly competitive, and, while it continues to operate in a period of intense price-based competition, we are
beginning to see signs that some U.S. lotteries may be de-emphasizing price as the driving factor in awarding contracts in favor of a
broader-based set of criteria, including sales and marketing, game content, retail development and flexible technology platform, in addition to
the traditional factors of experience, compliance record and corporate capability.

Our principal competitors in the U.S. online lottery systems industry are GTECH and Intralot Technologies, Inc. ("Intralot"), a subsidiary of
Intralot, S.A. GTECH is also our major competitor in the international online lottery industry, along with Intralot and International Lottery and
Totalizator Systems, Inc. We also compete with various suppliers of online lottery components such as terminals and computer systems and
custom development performed by lottery operators internally and other suppliers.
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As countries liberalize gaming, lotteries may expand their scope by offering sports betting, gaming machines or Internet gaming,
introducing new suppliers to lotteries and/or resulting in lotteries facing new forms of competition. In some jurisdictions, liberalization includes
privatization or the outsourcing of lottery operations to bidders. Lottery companies such as Camelot Group, Plc, the Tattersalls Group,
Lottomatica and Intralot are bidding on such opportunities.

Diversified Gaming Group

Our wide area gaming business competes with a variety of suppliers in the U.K. and internationally. Principal direct competitors in the U.K.
bookmaker business include Inspired Gaming Group Limited and the Barcrest division of International Game Technology ("IGT"). In the U.K.
AWP/SWP industry, we compete directly with other suppliers of gaming machines, including Barcrest, the Bell-Fruit and Gamestec divisions of
Danoptra Ltd and Games Warehouse Limited, a division of Merit Industries, Inc. As the U.K. pub industry transitions from analog to digital, we
expect to compete with the current analog competitors, as well as new digital competitors. In emerging wide area gaming jurisdictions, we
compete with video lottery and other gaming terminal and systems suppliers. Our competitors in these industries include IGT, Lottomatica,
Bally Technologies, Inc., Inspired Gaming Group, Aristocrat Leisure Ltd, Novomatic AG, Multimedia Games, Inc., WMS Industries Inc. and
Konami Digital Entertainment, Inc.

Employees

As of December 31, 2010, we employed approximately 3,200 persons. The majority of our employee groups are not represented by labor
unions. However, unions represent employees at our printing facilities in the United Kingdom, Australia, Chile, Canada and Sweden.

Government Regulation
General

Lotteries, sports and other forms of wagering, and wide area gaming may be lawfully conducted only in jurisdictions that have enacted
enabling legislation. In jurisdictions that currently permit various wagering activities, regulation is extensive and evolving but customarily
includes some form of licensing or regulatory screening of an applicant and its applicable subsidiaries, as well as their officers and directors.
Regulators in those jurisdictions review many facets of an applicant or holder of a license including, among other items, financial stability,
integrity and business experience. We believe we are currently in substantial compliance with all regulatory requirements in the jurisdictions
where we operate and, where appropriate, maintain obligations in our supply agreements with customers to allow us to monitor and help ensure
ongoing compliance. Any failure to receive a material license or the loss of a material license that we currently hold could have a material
adverse effect on our overall operations and financial condition.

While we believe that our current and planned business activities comply with all applicable laws there can be no assurance that our
activities or the activities of our customers will not become the subject of any regulatory or law enforcement proceeding or that any such
proceeding would not have a material adverse impact on us or our business plans.

We have developed and implemented an internal compliance program in an effort to ensure that we comply with legal requirements
imposed in connection with our wagering-related activities, as well as legal requirements generally applicable to all publicly traded companies.
The compliance program is run on a day-to-day basis by our Chief Compliance Officer with legal advice provided by our General Counsel and
outside experts. The compliance program is overseen by the Compliance Committee of our Board of Directors, consisting of four outside
directors. While we are firmly committed to full compliance with all applicable laws, there can be no assurance that such steps will prevent the
violation
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of one or more laws or regulations, or that a violation by us or an employee will not result in the imposition of a monetary fine or suspension or
revocation of one or more of our licenses.

In the United States, Congress passed the Unlawful Internet Gambling Enforcement Act of 2006. Among other things, the Unlawful
Internet Gambling Enforcement Act prohibits the transmission of any wager, at least in part, by means of the Internet where such wager is
prohibited by any applicable law where initiated, received or otherwise made. It imposes potentially severe criminal and civil sanctions on the
owners and operators of such systems and on financial institutions processing wagering transactions. The law contains a safe harbor for wagers
placed within a single state (disregarding intermediate routing of the transmission) where the method of placing the bet and receiving the bet is
authorized by that state's law, provided the underlying regulations establish appropriate age and location verification.

In the European Union, enforcement actions and pronouncements, statutory enactments and court decisions have raised questions about the
ability of European national governments to grant or to maintain monopolies to lottery or other gaming providers or to limit extra-jurisdictional
gaming where gaming is allowed in that country.

Currently, the form of wagering is limited by jurisdictions and only through licensed wagering operators in certain jurisdictions. While we
believe that we have developed the proper procedures and policies to comply with the requirements of these evolving laws and legal
pronouncements, there can be no assurance that our activities or the activities of our customers will not become the subject of law enforcement
proceedings or that any such proceedings would not have a material adverse impact on us or our business plans.

From time to time we retain government affairs representatives in various U.S. and international jurisdictions to advise elected and
appointed officials and the public concerning our views on lottery-and gaming-related legislation, to monitor such legislation and to advise us in
our relations with lottery authorities.

Lottery Operations

Currently, 45 U.S. jurisdictions, all the Canadian provinces, Mexico, China and many other foreign countries, including all countries in
Europe, authorize lotteries. Lottery contracts and operations of lotteries both domestically and abroad are subject to extensive regulation.
Although certain features of a lottery, such as the percentage of gross revenues that must be paid back to players in prize money, are usually set
by legislation, the various lottery regulatory authorities generally exercise significant discretion, including the determination of the types of
games played, the price of each wager, the manner in which the lottery is marketed and the selection of vendors for equipment, technology and
services, and retailers of lottery products. Furthermore, laws and regulations applicable to lotteries in U.S. and foreign jurisdictions are subject to
change, and the effect of such changes on our ongoing and potential operations cannot be predicted with certainty.

To ensure the integrity of the contract award and wagering process, most jurisdictions require detailed background disclosure on a
continuous basis from, and conduct background investigations of, the vendor, its officers and directors, its subsidiaries and affiliates and its
principal stockholders. Background investigations of the vendor's employees who will be directly responsible for the operation of the system are
also generally conducted, and most states reserve the right to require the removal of employees whom they deem to be unsuitable or whose
presence they believe may adversely affect the operational security or integrity of the lottery. Certain jurisdictions also require extensive
personal and financial disclosure and background checks from persons and entities beneficially owning a specified percentage (typically five
percent or more) of a vendor's securities. The failure of beneficial owners of our securities to submit to background checks and provide such
disclosure could result in the
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imposition of penalties upon these beneficial owners and could jeopardize the award of a lottery contract to us or provide grounds for
termination of an existing lottery contract.

The award of lottery contracts and ongoing operations of lotteries in international jurisdictions are also extensively regulated, although this
regulation usually varies from that prevailing in the U.S. Restrictions are frequently imposed on foreign corporations seeking to do business in
such jurisdictions and, as a consequence, we have in a number of instances allied ourselves with local companies when seeking foreign lottery
contracts.

Wide Area Gaming

The existing and emerging wide area gaming industry is governed by gaming regulations. Coin or voucher operated gambling devices
offering electronic, video versions of spinning reels, poker, blackjack and similar games include VLTS, server-based gaming terminals, AWPs
and SWPs. Sixteen U.S. states authorize wagering on VLTs at state regulated and licensed facilities. Although some states currently restrict
VLTs to already existing wagering facilities (e.g., racetracks), others permit these devices to be placed at venues such as bars, restaurants, truck
stops and other specifically licensed gaming facilities. In addition, all of the Canadian provinces and various other foreign countries have
authorized VLTs.

Companies that manufacture, sell or distribute VLTs or provide the central computer systems that monitor these devices are subject to
various provincial, state, county and municipal laws and regulations. The primary purposes of these rules are (1) to ensure the responsibility,
financial stability and character of companies involved and their officers and directors and stockholders through licensing requirements, (2) to
ensure the integrity and randomness of the machines and (3) to prohibit the use of VLTs at unauthorized locations or for the benefit of
undesirable individuals or entities.

In the U.K., the Gambling Act of 2005 regulates, among other things, the type of licensed gaming activity that is carried out by operators,
the licensing of the various types of venues for the conduct of licensed gaming activities, the categories and number of gaming machines
allowed in each type of venue, the licensing and regulation of the supply and operation of those machines and the issuance of technical
specifications and standards and specific licensing requirements for each category of gaming machines. These regulations allow for some
expansion of gaming in controlled environments (including the establishment of a restricted number of additional casinos over and above those
already licensed) and limits on the type of activities and number of gaming machines and gaming activities allowed in other venues. In 2010, the
U.K. revenue and customs department completed a review of the SWP machine sector with a view to determining whether SWPs or any subset
should be classified as gaming machines and be subject to the amusement machine license duty ("AMLD"). This review concluded that SWPs
which introduce an element of chance which affects a player's chance of winning should be treated as gaming machines for regulatory purposes
and be subject to AMLD. We believe that our Games Media SWP titles are properly classified and would not be subject to AMLD. Currently, a
consultation process by the HM Revenue & Customs department in the U.K. is ongoing to consider the future of the AMLD and VAT regime on
gaming machine profits. We cannot predict the outcome or what effect, if any, this consultation process will have on Games Media and Global
Draw.
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Executive Officers of the Company

Certain information regarding each of our executive officers is set forth below.

Name Age Position

A. Lorne Weil 65  Chief Executive Officer and Chairman of the Board

David L. Kennedy 64  Executive Vice Chairman

Michael R. Chambrello 53  Chief Executive Officer Asia-Pacific Region

Jeffrey S. Lipkin 40  Senior Vice President and Chief Financial Officer

Ira H. Raphaelson 57  Vice President, General Counsel and Secretary

Larry A. Potts 63  Vice President, Chief Compliance Officer and Director of Security
Robert C. Becker 51  Vice President and Treasurer

Stephen L. Gibbs 38  Vice President, Corporate Controller and Chief Accounting Officer
James B. Trask 60  Senior Vice President and President of Printed Products Group (SGI)
William J. Huntley 61 Senior Vice President and President of Lottery Systems Group (SGI)
Stephen Frater 58  Executive Chairman Global Draw & Games Media

Steve W. Beason 49  Senior Vice President and Enterprise Chief Technology Officer (SGI)
James C. Kennedy 54 Senior Vice President and Chief Marketing Officer (SGI)

A. Lorne Weil has been Chairman of the Board of Directors since October 1991. Mr. Weil became Chief Executive Officer in November
2010, a position he previously held from 1992 to 2008. Mr. Weil also served as President of the Company from August 1997 to June 2005.
Mr. Weil was President of Lorne Weil, Inc., a firm providing strategic planning and corporate development services to high technology
industries, from 1979 to November 1992. Previously, Mr. Weil was Vice President of Corporate Development at General Instrument
Corporation, working with wagering and cable systems.

David L. Kennedy was appointed to the position of Executive Vice Chairman in November 2010. Mr. Kennedy joined the Board of
Directors of the Company in October 2009 as Vice Chairman. Mr. Kennedy also serves as Senior Executive Vice President of MacAndrews &
Forbes Holdings Inc. and Vice Chairman of Revlon, Inc. Mr. Kennedy served as the President and Chief Executive Officer of Revlon from
September 2006 through May 2009 and has held various senior management and senior financial positions with Revlon, the Coca-Cola
Company, and affiliates during his 39-year business career. Mr. Kennedy is a director of Revlon, Inc. and Revlon Consumer Products
Corporation.

Michael R. Chambrello became Chief Executive Officer Asia-Pacific Region in November 2010 after serving as Chief Executive Officer
since January 2010. From July 2005 to December 2009, Mr. Chambrello was President and Chief Operating Officer. From November 2000 to
June 2005, Mr. Chambrello was President and Chief Executive Officer of Environmental Systems Products Holdings Inc. ("ESP"), which
provides vehicle emissions testing systems and services to government agencies. Prior to ESP he was Chief Executive Officer of Transmedia
Asia Pacific, Inc. and Transmedia Europe Inc., which provide membership-based consumer and business services. Mr. Chambrello has over
20 years of lottery industry experience, having served as President of GTECH Corporation and Executive Vice President of GTECH Holdings
Corporation.

Jeffrey S. Lipkin currently serves as Senior Vice President and Chief Financial Officer of the Company. Mr. Lipkin joined the Company in
April 2009 as Vice President and Chief Financial Officer. Prior to joining the Company, Mr. Lipkin was a Managing Director at Credit Suisse in
the Media &
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Telecom group within the Investment Banking division. Mr. Lipkin joined Credit Suisse in September 2003. Prior to Credit Suisse, Mr. Lipkin
spent five years in the Investment Banking division at Merrill Lynch & Co and spent four years in public accounting with Coopers &
Lybrand LLP.

Ira H. Raphaelson has served as Vice President and General Counsel since February 2006 and as Secretary since June 2006.
Mr. Raphaelson is the chief legal officer of the Company. Prior to joining the Company, Mr. Raphaelson was a partner in the Washington D.C.
office of the law firm of O'Melveny & Myers LLP for ten years and a partner in the Washington D.C. office of Shaw Pittman for three years.
Prior to entering private practice, he was a state and federal prosecutor for 15 years, serving the last two years as Presidentially appointed
Special Counsel for Financial Institutions Crime.

Larry A. Potts has served as Vice President, Chief Compliance Officer and Director of Security since February 2006. Mr. Potts joined the
Company in September 2004 as Vice President, Security and Compliance. Previously, he was the Chief Operating Officer of an international
consulting and investigative company in Washington, D.C. Prior to that, he served as a Special Agent of the Federal Bureau of Investigation for
over 23 years, where he served in a number of management positions, including Deputy Director.

Robert C. Becker has served as Treasurer since October 1996 and as Vice President and Treasurer since April 2001. Prior to joining the
Company, Mr. Becker served as Assistant Treasurer for the Fuller Company, a multi-national engineering and manufacturing company, from
1990 to 1994.

Stephen L. Gibbs has served as Vice President and Chief Accounting Officer since April 2006 and Corporate Controller since January 1,
2009. Mr. Gibbs joined Scientific Games Racing, LLC, a former subsidiary of the Company, in April 2005, as Vice President of Finance. Prior
to joining the Company, Mr. Gibbs served as Manager of Accounting Research for The Coca-Cola Company from September 2004 to March
2005 and as Controller for TRX, Inc. from May 2004 to August 2004. Prior to that time, Mr. Gibbs served nine years in public accounting with
the firms of Arthur Andersen LLP and Deloitte & Touche LLP.

James B. Trask became President of the Printed Products Group in January 2011 and has served as Senior Vice President of SGI since
2008. Mr. Trask joined the Company in 2002 as Managing Director of its printed products operations in Europe, Middle East and Africa, based
out of Leeds, England. Mr. Trask has over 33 years of experience in the lottery and gaming industries. Prior to joining the Company, Mr. Trask
was president of Canadian Bank Note Lotteries group, a lottery systems provider based in Ottawa, Canada and owner of Creative Games
International, Inc., a scratch lottery ticket printer in the United States. Prior to that time, Mr. Trask held various senior positions with Oberthur
Gaming Technologies, responsible for operations, sales, marketing and new product development.

William J. Huntley became President of the Lottery Systems Group in January 2011 and Senior Vice President of SGI in February 2011.
Mr. Huntley was previously with the Company and its predecessor company for 37 years, including serving as President of Autotote Lottery
Corporation from 1997 to 2000, President of the Systems Division of Scientific Games International, Inc. from 2000 to 2006, and President of
Scientific Games Racing, LLC from 2006 to 2007. Mr. Huntley also served as Vice President of Autotote Systems, Inc. (which became
Scientific Games Racing, LLC) from 1989 to 1997 and as Vice President of Operations of the Company from 1991 to 1994. From February
2009 to December 2010, Mr. Huntley served as a consultant to the Company.

Stephen Frater has served as Executive Chairman of Global Draw and Games Media since March 2010. Mr. Frater served as Chairman and
Chief Executive Officer of Global Draw and Games Media from July 2008 to March 2010. Mr. Frater joined the Company in 2006 as part of the
Company's acquisition of Global Draw, serving as Managing Director of Global Draw. Mr. Frater has worked in the bookmaking industry for
over 30 years. Mr. Frater co-founded Global Draw in 1997 and was instrumental in the establishment of its gaming business in the U.K. Prior to
that, Mr. Frater
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co-founded Great Mark, which operated the Admiral Betting chain in the U.K. Prior to co-founding Great Mark and Global Draw, Mr. Frater
worked for both the Mecca and William Hill groups as Head of Customer Relations.

Steve W. Beason has served as Enterprise Chief Technology Officer since January 2011 and has served as Vice President since August
2005. Previously he served as Chief Technology Officer from August 2005 until January 2011 and President, Lottery Systems Group, from
November 2006 to November 2010. Prior to joining the Company, Mr. Beason was Executive Director, Information Technology, of The Hong
Kong Jockey Club managing a staff of nearly 400 information technology professionals.

James C. Kennedy was appointed Chief Marketing Officer of the Company in January 2011. Since 2005, Mr. Kennedy has served as Senior
Vice President of SGI, responsible for global lottery product marketing including in China, Europe and Latin America. In addition to his
marketing responsibilities he also managed sales, customer service and creative service for all of the Company's North American lottery
businesses. From 2000 to 2005, Mr. Kennedy served as Vice President of U.S. Sales for SGI and, prior to 2000, he served as President of SGI
Retail Solutions. Prior to joining the Company, Mr. Kennedy was a Systems Engineer for Computer Task Group.

Access to Public Filings

We file annual reports, quarterly reports, current reports, proxy statements and other documents with the SEC under the Securities
Exchange Act of 1934, as amended. The SEC maintains an Internet website that contains reports, proxy and information statements, and other
information regarding issuers, including us, that file electronically with the SEC. The public can obtain any documents that we file with the SEC
at http://www.sec.gov.

We make the following information available free of charge through the Investor Information link on our website at
www.scientificgames.com:

our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those
reports as soon as reasonably practicable after they are filed electronically with the SEC;

Section 16 ownership reports filed by our officers, directors and 10% stockholders on Forms 3, 4 and 5 and amendments to
those reports as soon as reasonably practicable after they are filed electronically with the SEC; and

our code of business conduct, which applies to all of our officers, directors and employees.

ITEM 1A. RISK FACTORS
Risks Relating to Our Business

We operate in highly competitive industries and our success depends on our ability to effectively compete with numerous domestic and
foreign businesses.

We face competition from a number of domestic and foreign businesses, some of which have substantially greater financial resources than
we do, which could impact our ability to win new contracts and renew existing contracts. We continue to operate in a period of intense
price-based competition, which could affect the number and the profitability of the contracts we win.

Contract awards by lottery authorities are sometimes challenged by unsuccessful bidders, which can result in costly and protracted legal
proceedings that can result in delayed implementation or cancellation of the award. In addition, the domestic lottery industry has matured such
that the number of states conducting lotteries is unlikely to increase materially in the near-term.
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We believe our principal competitors in the instant ticket lottery business have increased their production capacity, which is expected to
increase pricing pressures in the instant ticket business and adversely affect our ability to win or renew instant ticket contracts or reduce the
profitability of instant ticket contracts that we do win. Our domestic instant ticket business could also be adversely affected should additional
foreign competitors in Canada export their lottery products to the U.S. or should other foreign competitors establish printing facilities in the U.S.
or Canada to supply the U.S. We also compete in the international instant ticket lottery business with low-price, low-quality printers in a
regulated environment where laws are being reinterpreted so as to create competition from non-traditional lottery vendors and products.

We also face increased price competition in the online lottery business from our two principal competitors. Since late 2007, the lottery
authorities in South Carolina, West Virginia, South Dakota, New Hampshire and Vermont awarded new online lottery contracts to our
competitors. Our online lottery contracts with South Carolina, West Virginia and South Dakota terminated on November 15, 2008, June 27,
2009 and August 2, 2009, respectively, and our online lottery contracts with New Hampshire and Vermont terminated on June 30, 2010. During
2010, the lottery authority in Maine awarded a new online lottery contract to one of our competitors, which award was subsequently invalidated
as a result of our protest. The competitor has appealed the protest ruling. There can be no assurance that the appeal will be denied, that our
existing contract will be extended or that we will be the winning bidder under any reissued RFP.

Pricing pressures and potential privatizations (including partial privatizations through private management agreements or otherwise) of
some lotteries may also change the manner in which online and instant ticket contracts are awarded and the profitability of those contracts. Any
future success of our lottery business will also depend, in part, on the success of the lottery industry in attracting and retaining players in the face
of increased competition for these players' entertainment dollars, as well as our own success in developing innovative products and systems to
achieve this goal. Our failure to achieve this goal could reduce revenues from our lottery operations. As a result of pressures on state and other
government budgets, other forms of gaming may be legalized, which could adversely impact our business.

Our gaming-related businesses face competition from other vendors and illegal operators, as well as changes in law and regulation that can
affect our future profitability. In our prepaid phone card business, we are operating in a period of intense price-based competition, which is
likely to continue to negatively affect our revenues and operating margins.

Unfavorable economic conditions may adversely affect our business and financial condition.

Unfavorable general economic conditions have had and may continue to have a negative effect on our business and results of operations.
We cannot fully predict the effects that the current economic slowdown will have on us as it also impacts our customers, vendors and business
partners. However, we believe that the difficult economic conditions have contributed to reductions in spending on marketing by our customers
and, in certain instances, less favorable terms under our contracts, as many of our customers face significant budget shortfalls and look to cut
costs.

We believe that the lottery and wide area gaming businesses are less susceptible to reductions in consumer spending than the destination
gaming business (e.g., resort/casino venues, which are typically less accessible than lottery and wide area gaming retail outlets) and other parts
of the consumer sector. However, we believe that declines in consumer spending have adversely impacted the lottery and wide area gaming
businesses to some extent, and further declines will likely exacerbate these negative effects.
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Our business is subject to evolving technology.

The sales of all of our products and services are affected by changing technology, new legislation and evolving industry standards. Our
ability to anticipate or respond to such changes and to develop and introduce new and enhanced products and services on a timely basis will be a
significant factor in our ability to expand, remain competitive, attract new customers and retain existing contracts.

We can give no assurance that we will achieve the necessary technological advances or have the financial resources needed to introduce
new products or services on a timely basis or that we will otherwise have the ability to compete effectively in the industries we serve.

We are heavily dependent on our ability to renew our long-term contracts with our customers and we could lose substantial revenue and
profits if we are unable to renew certain of our contracts.

Generally, our customer contracts contain initial multi-year terms, with optional renewal periods held by the customer. Upon the expiration
of a contract, including any extensions thereof, new contracts may be awarded through a competitive bidding process. Since late 2007, the
lottery authorities in South Carolina, West Virginia, South Dakota, New Hampshire and Vermont have awarded new online lottery contracts to
our competitors. Our revenue from our online contracts in these states represented approximately $23.0 million, or approximately 2%, of our
total 2008 revenue. During 2010, the lottery authority in Maine awarded a new online lottery contract to one of our competitors, which award
was subsequently invalidated as a result of our protest. The competitor has appealed the protest ruling. There can be no assurance that the appeal
will be denied, that our existing contract will be extended or that we will be the winning bidder under any reissued RFP.

We are also required by certain of our lottery customers to provide surety or performance bonds in connection with our contracts. There can
be no assurance that we will continue to be able to obtain surety or performance bonds on commercially reasonable terms or at all. Our inability
to provide such bonds would materially and adversely affect our ability to renew existing, or obtain new lottery contracts.

There can be no assurance that our current contracts will be extended or that we will be awarded new contracts as a result of competitive
bidding processes in the future. The termination, expiration or failure to renew one or more of our contracts could cause us to lose substantial
revenues and profits, which could have an adverse effect on our ability to win or renew other contracts or pursue acquisitions or other growth
initiatives. See the table in "Business Contract Procurement" in Item 1 of this Annual Report on Form 10-K for additional information regarding
the potential expiration dates of our U.S. lottery contracts.

We may not have sufficient cash flows from operating activities, cash on hand and available borrowings under our credit facilities to finance
required capital expenditures under new contracts, service our indebtedness and meet our other cash needs. These obligations require a
significant amount of cash.

Our online lottery and server-based interactive gaming machine businesses generally require significant upfront capital expenditures for
terminal assembly, software customization and implementation, systems and equipment installation and telecommunications configuration.
Historically, we have funded these upfront costs through cash flows generated from operations, available cash on hand and borrowings under our
credit facilities. Our ability to continue to procure new contracts will depend on, among other things, our then present liquidity levels or our
ability to obtain additional financing on commercially reasonable terms. If we do not have adequate liquidity or are unable to obtain financing
for these upfront costs on favorable terms or at all, we may not be able to bid on certain contracts, which could restrict our ability to grow and
have a material adverse effect on our results of operations. Moreover, we may not realize the return on investment that we anticipate on new
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contracts due to a variety of factors, including lower than anticipated retail sales, higher than anticipated capital or operating expenses and
unanticipated regulatory developments or litigation.

As of December 31, 2010, we had total indebtedness of approximately $1,396.7 million, or approximately 75.5% of our total capitalization,
consisting primarily of senior secured term loan and revolving credit facilities under our credit agreement and our senior subordinated notes. Our
ability to make payments on and to refinance our indebtedness will depend on our ability to generate cash in the future. This, to some extent, is
subject to general economic, financial, competitive, legislative, regulatory and other factors that are beyond our control.

If we are unable to generate sufficient cash flow from operations in the future to meet our commitments, we will be required to adopt one or
more alternatives, such as refinancing or restructuring our indebtedness, selling material assets or operations or seeking to raise additional debt
or equity capital. We cannot assure you that any of these actions could be completed on a timely basis or on satisfactory terms or at all, or that
these actions would enable us to continue to satisfy our capital requirements. Moreover, our existing or future debt agreements contain restrictive
covenants that may prohibit us from adopting these alternatives. Our failure to comply with these covenants could result in an event of default
which, if not cured or waived, could result in the acceleration of all of our debt.

Our credit facilities and the indentures governing our senior subordinated notes impose certain restrictions. Failure to comply with any of
these restrictions could result in the acceleration of the maturity of our indebtedness. Were this to occur, we would not have sufficient cash
to pay our accelerated indebtedness.

The operating and financial restrictions and covenants in our debt agreements, including our credit facilities and the indentures governing
our senior subordinated notes may adversely affect our ability to finance future operations or capital needs or to engage in new business
activities. Our credit facilities and/or indentures restrict our ability to, among other thing:

declare dividends or redeem or repurchase capital stock;

prepay, redeem or purchase other debt;

incur liens;

make loans, guarantees, acquisitions and investments;

incur additional indebtedness;

engage in sale and leaseback transactions;

amend or otherwise alter debt and other material agreements;

make capital expenditures;

engage in mergers, acquisitions or asset sales;

transact with affiliates; and

alter the business we conduct.
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In addition, our credit facilities require us to maintain certain financial ratios. As a result of these covenants, we will be limited in the
manner in which we can conduct our business, and may be unable to engage in favorable business activities or finance future operations or
capital needs. Accordingly, these restrictions may limit our ability to successfully operate our business. A failure to comply with the restrictions
contained in the credit facilities or the indentures, or to maintain the financial ratios required by the credit facilities, could lead to an event of
default which could result in an acceleration of the indebtedness. See Note 8 (Long-Term and Other Debt) to our Consolidated Financial
Statements for additional information regarding these financial ratios.
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There can be no assurance that our future operating results will be sufficient to enable compliance with the covenants in our credit facilities,
our indentures or other indebtedness or to remedy any such default. In addition, in the event of an acceleration, we may not have or be able to
obtain sufficient funds to make any accelerated payments.

Our business depends on the protection of our intellectual property and proprietary information.

We believe that our success depends, in part, on protecting our intellectual property in the U.S. and in foreign countries. Our intellectual
property includes certain patents and trademarks relating to our instant ticket games and wagering systems, as well as proprietary or confidential
information that is not subject to patent or similar protection. Our intellectual property protects the integrity of our games, systems, products and
services, which is a core value of the industries in which we operate. For example, our intellectual property is designed to ensure the security of
the printing of our instant lottery tickets and provide simple and secure validation of our lottery tickets. Competitors may independently develop
similar or superior products, software, systems or business models. In cases where our intellectual property is not protected by an enforceable
patent, such independent development may result in a significant diminution in the value of our intellectual property.

There can be no assurance that we will be able to protect our intellectual property. We enter into confidentiality or license agreements with
our employees, vendors, consultants and, to the extent legally permissible, our customers, and generally control access to, and the distribution of,
our game designs, systems and other software documentation and other proprietary information, as well as the designs, systems and other
software documentation and other information that we license from others. Despite our efforts to protect these proprietary rights, unauthorized
parties may try to copy our gaming products, business models or systems, use certain of our confidential information to develop competing
products, or develop independently or otherwise obtain and use our gaming products or technology, any of which could have a material adverse
effect on our business. Policing unauthorized use of our technology is difficult and expensive, particularly because of the global nature of our
operations. The laws of other countries may not adequately protect our intellectual property.

There can be no assurance that our business activities, games, products and systems will not infringe upon the proprietary rights of others,
or that other parties will not assert infringement claims against us. Any such claim and any resulting litigation, should it occur, could subject us
to significant liability for damages and could result in invalidation of our proprietary rights, distract management, and/or require us to enter into
costly and burdensome royalty and licensing agreements. Such royalty and licensing agreements, if required, may not be available on terms
acceptable to us, or may not be available at all. In the future, we may also need to file or respond to lawsuits to defend the validity of our
intellectual property rights and trade secrets, or to determine the validity and scope of the proprietary rights of others. Such litigation, whether
successful or unsuccessful, could result in substantial costs and diversion of resources.

We rely on products and technologies that we license from third parties. There can be no assurance that these third-party licenses, or the
support for such licenses, will continue to be available to us on commercially reasonable terms, if at all.

Our business competes on the basis of the security and integrity of our systems and products.

We believe that our success depends, in part, on providing secure products and systems to our vendors and customers. Attempts to penetrate
security measures may come from various combinations of customers, retailers, vendors, employees and others. Our ability to monitor and
ensure quality of our products is periodically reviewed and enhanced. Similarly, we constantly assess the adequacy of our security systems to
protect against any material loss to any of our customers and the integrity of the product to end-users. There can be no assurance that our
business will not be affected by a security
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breach or lapse, which could have a material adverse impact on our results of operations, business and/or prospects.

Our industry is subject to strict government regulations that may limit our existing operations and have a negative impact on our ability to
grow.

In the U.S. and many other countries, lotteries and other forms of wagering must be expressly authorized by law. Once authorized, such
activities are subject to extensive and evolving governmental regulation. Moreover, such gaming regulatory requirements vary from jurisdiction
to jurisdiction. Therefore, we are subject to a wide range of complex gaming laws and regulations in the jurisdictions in which we are licensed.
Most jurisdictions require that we be licensed, that our key personnel and certain of our security holders be found suitable or be licensed, and
that our products be reviewed and approved before placement. If a license, approval or finding of suitability is required by a regulatory authority
and we fail to seek or do not receive the necessary approval, license or finding of suitability, then we may be prohibited from distributing our
products for use in the particular jurisdiction. The regulatory environment in any particular jurisdiction may change in the future, and any such
change could have a material adverse effect on our results of operations, business or prospects. Moreover, there can be no assurance that the
operation of lotteries, video gaming machines, Internet gaming or other forms of lottery or wagering systems will be approved by additional
jurisdictions or that those jurisdictions in which these activities are currently permitted will continue to permit such activities. There can be no
assurance that law enforcement or gaming regulatory authorities will not seek to restrict our business in their jurisdictions or even institute
enforcement proceedings. In addition, there can be no assurance that any instituted enforcement proceedings will be favorably resolved, or that
such proceedings will not have a material adverse impact on our ability to retain and renew existing licenses or to obtain new licenses in other
jurisdictions. Moreover, in addition to the risk of an enforcement action, we also potentially risk an impact on our reputation in the event of any
potential legal or regulatory investigation whether or not we are ultimately accused of or found to have committed any violation.

We are required to obtain and maintain licenses from various jurisdictions in order to operate certain aspects of our business and we are
subject to extensive background investigations and suitability standards in our lottery business. We also will become subject to regulation in any
other jurisdiction where our customers operate in the future. There can be no assurance that we will be able to obtain new licenses or renew any
of our existing licenses, or that if such licenses are obtained, that such licenses will not be conditioned, suspended or revoked, and the loss,
denial or non-renewal of any of our licenses could have a material adverse effect on our results of operations, business or prospects. Lottery
authorities generally conduct background investigations of the winning vendor and its employees prior to and after the award of a lottery
contract. Generally, regulatory authorities have broad discretion when granting, renewing or revoking these approvals and licenses. Lottery
authorities with which we do business may require the removal of any of our employees deemed to be unsuitable and are generally empowered
to disqualify us from receiving a lottery contract or operating a lottery system as a result of any such investigation. Our failure, or the failure of
any of our key personnel, systems or machines, in obtaining or retaining a required license or approval in one jurisdiction could negatively
impact our ability (or the ability of any of our key personnel, systems or gaming machines) to obtain or retain required licenses and approvals in
other jurisdictions. The failure to obtain or retain a required license or approval in any jurisdiction would decrease the geographic areas where
we may operate and generate revenues, decrease our share in the gaming industry and put us at a disadvantage compared with our competitors.

Some jurisdictions also require extensive personal and financial disclosure and background checks from persons and entities beneficially
owning a specified percentage (typically 5% or more) of our equity securities. The failure of these beneficial owners to submit to such

background checks and
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provide required disclosure could jeopardize the award of a lottery contract to us or provide grounds for termination of an existing lottery
contract. Additional restrictions are often imposed by international jurisdictions in which we market our lottery systems on foreign corporations,
such as us, seeking to do business in such jurisdictions. In light of these regulations and the potential impact on our business, our restated
certificate of incorporation allows for the restriction of stock ownership by persons or entities who fail to comply with informational or other
regulatory requirements under applicable gaming law, who are found unsuitable to hold our stock by gaming authorities or whose stock
ownership adversely affects our ability to obtain, maintain, renew or qualify for a license, contract, franchise or other regulatory approval from a
gaming authority. The licensing procedures and background investigations of the authorities that regulate our businesses and the amendment
may inhibit potential investors from becoming significant stockholders or inhibit existing stockholders from retaining or increasing their
ownership.

We have developed and implemented an internal compliance program in an effort to ensure that we comply with legal requirements
imposed in connection with our wagering-related activities, as well as legal requirements generally applicable to all publicly traded corporations.
The compliance program is run on a day-to-day basis by our Chief Compliance Officer with legal advice provided by our General Counsel and
outside experts. The compliance program is overseen by the Compliance Committee of our Board of Directors, consisting of four outside
directors. There can be no assurance that such steps will prevent the violation of one or more laws or regulations, or that a violation by us or an
employee will not result in the imposition of a monetary fine or suspension or revocation of one or more of our licenses.

Gaming opponents persist in their efforts to curtail the expansion of legalized gaming, which, if successful, could limit our existing
operations.

Legalized gaming is subject to opposition from gaming opponents. There can be no assurance that this opposition will not succeed in
preventing the legalization of gaming in jurisdictions where these activities are presently prohibited or prohibiting or limiting the expansion of
gaming where it is currently permitted, in either case to the detriment of our business, financial condition, results and prospects.

We may not succeed in realizing the anticipated benefits of our joint ventures and strategic investments and relationships.

Part of our corporate strategy is to pursue growth through joint ventures and strategic investments as a means to, among other things, gain
access to new and tactically important geographies, business opportunities and technical expertise, while simultaneously offering the potential
for reducing capital requirements.

These joint ventures and strategic investments currently include LNS (which succeeded CLN as the holder of the concession to operate the
instant ticket lottery in Italy that began on October 1, 2010), our joint ventures in China, RCN, our Northstar joint venture to act as the private

manager of the Illinois lottery, our Sciplay joint venture with Playtech to deliver Internet gaming solutions to government-sponsored and other
lotteries and certain other gaming operators and our equity investment in Sportech. We are party to other strategic agreements with Playtech
relating to gaming machines that contemplate our use of and reliance on Playtech's back-end technology platform in international territories.
Failure to timely migrate to the new back-end technology platform could result in Global Draw being unable to meet certain contract
commitments, which could negatively impact our business, results of operations and prospects. We cannot assure you that we will be able to
successfully develop and market Internet and land-based gaming products under our agreements with Playtech.
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Our Northstar joint venture, in which we are a 20% equity holder, was awarded the agreement to be the private manager for the Illinois
lottery for a ten-year term following a competitive procurement, which agreement was executed on January 18, 2011 (the "PMA"). See
"Business Operational Overview Printed Products Northstar Lottery Group" in Item 1 of this Annual Report on Form 10-K. Operations under the
PMA are scheduled to commence in 2011 following a transition period. On January 26, 2011, the Illinois Appellate Court upheld a constitutional
challenge to the revenue statute that, among other things, amended the Illinois lottery law to facilitate the PMA, on grounds that the statute
impermissibly addressed more than one subject. The Illinois Supreme Court subsequently granted a stay of the Appellate Court's decision
pending the appeal to the Illinois Supreme Court by the State of Illinois. We cannot predict what effect, if any, the court decision, if it is not
reversed by the Illinois Supreme Court or addressed through new authorizing legislation, will have on the validity of the PMA. If the PMA is
ultimately invalidated, we may lose our investment in Northstar and our existing instant ticket supply agreement with the Illinois lottery may
come up for re-bid.

We may not realize the anticipated benefits of these joint ventures, investments and other strategic relationships or others that we may enter
into, or may not realize them in the timeframe expected. These arrangements pose significant risks that could have a negative effect on our
operations, including: the potential diversion of our management's attention from our core business to, for example, integrate technologies; the
potential failure to realize anticipated synergies, economies of scale or other value associated with the arrangements; unanticipated costs and
other unanticipated events or circumstances; possible adverse effects on our operating results during any integration process; impairment charges
if joint ventures, or strategic investments or relationships are not as successful as we originally anticipate; and our possible inability to achieve
the intended objectives of the arrangements.

Furthermore, our joint ventures and other strategic relationships pose risks arising from our reliance on our partners and our lack of sole
decision-making authority, which may give rise to disputes between us and our joint venture and other strategic partners. Our joint venture and
other strategic partners may have economic or business interests or goals that are inconsistent with our interests and goals, take actions contrary
to our objectives or policies, undergo a change of control, experience financial and other difficulties or be unable or unwilling to fulfill their
obligations under our arrangements.

The failure to avoid the risks described above or other risks associated with such arrangements could have a material adverse effect on our
business, financial condition and results of operations.

We may be required to recognize additional impairment charges.

We assess our goodwill and other intangible assets and our long-lived assets as and when required by accounting principles generally
accepted in the U.S. ("GAAP") to determine whether they are impaired. In 2010, we recorded asset impairment charges of approximately
$17.5 million related to underperforming Lottery Systems contracts, $3.0 million of impairments related to obsolete equipment in Lottery
Systems, $2.5 million of impairments related to obsolete equipment in Global Draw and $8.3 million of accelerated depreciation on existing
platform technology due to Global Draw's migration to new platform technology. In 2009, we recorded asset impairment charges of
approximately $24.7 million primarily related to underperforming Lottery Systems contracts. In 2008, we recorded approximately $76.2 million
in impairment charges primarily related to the impairment of certain hardware and software assets and underperforming Lottery Systems
contracts. Refer to the heading "Management's Discussion and Analysis of Financial Condition and Results of Operations Critical Accounting
Policies Valuation of long-lived and intangible assets and goodwill" in Item 7 of this Annual Report on Form 10-K and Note 1 (Description of
the Business and Summary of Significant Accounting Policies) and Note 4 (Property and Equipment) included in the Notes to Consolidated
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Financial Statements, for additional discussion of impairment charges. We cannot predict the occurrence of impairments and there can be no
assurance that we will not have to record additional asset impairment charges in the future.

Our inability to complete future acquisitions of gaming and related businesses and integrate those businesses successfully could limit our
future growth.

Part of our corporate strategy is to continue to pursue expansion and acquisition opportunities in gaming and related businesses. In
connection with any such acquisitions, we could face significant challenges in managing and integrating the expanded or combined operations,
including acquired assets, operations and personnel. There can be no assurance that acquisition opportunities will be available on acceptable
terms or at all or that we will be able to obtain necessary financing or regulatory approvals to complete potential acquisitions. Our ability to
succeed in implementing our strategy will depend to some degree upon the ability of our management to identify, complete and successfully
integrate commercially viable acquisitions. Acquisition transactions may disrupt our ongoing business and distract management from other
responsibilities.

Our revenues fluctuate due to seasonality and timing of equipment sales and, therefore, our periodic operating results are not guarantees of
future performance.

Our revenues can fluctuate due to seasonality in some components of our business. The summer season historically has been the weakest
part of the year for certain parts of our lottery business, particularly where our revenues are tied to a percentage of retail sales such as under our
CSP contracts. The fourth quarter is typically the weakest quarter for Global Draw due to reduced wagering during the holiday season. This
adversely affects the amounts wagered and our corresponding service revenues.

In addition, our revenues in our Lottery Systems Group can be somewhat dependent on the size of jackpots of lottery games such as
Powerball and Mega Millions during the relevant period.

Lottery and wagering equipment sales and software license revenues usually reflect a limited number of large transactions, which may not
recur on an annual basis. Consequently, revenues and operating margins can vary substantially from period to period as a result of the timing and
magnitude of major equipment sales and software license revenue. As a general matter, lottery and wagering equipment sales generate lower
operating margins than revenue from other aspects of our business. In addition, instant ticket sales may vary depending on the season and timing
of contract awards, changes in customer budgets, ticket inventory levels, lottery retail sales and general economic conditions.

Our success depends in part on our ability to develop, enhance and/or introduce successful gaming concepts and game content.

In the Diversified Gaming Group, our Global Draw and Games Media businesses develop and source game content both internally and
through third-party suppliers. Games Media also seeks to secure third-party brands for incorporation into its game content. We believe creative
and appealing game content produces more revenue and net win for the gaming machine customers of these businesses and provides them with a
competitive advantage, which in turn enhances the revenues of Global Draw and Games Media and their ability to attract new business or to
retain existing business. In our lottery business, we believe that innovative gaming concepts and game content, such as multiplier games for our
Lottery Systems Group and licensed brand game content for our Printed Products Group, can enhance the revenue of our lottery customers and
distinguish us from our competitors. There can be no assurance that we will be able to sustain the success of our existing game content or
effectively develop or obtain from third parties new and enhanced game content that will be widely accepted both by our customers and their
end users.
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We are dependent on our suppliers and contract manufacturers, and any failure of these parties to meet our performance and quality
standards or requirements could cause us to incur additional costs or lose customers.

Our production of instant lottery tickets, in particular, depends upon a continuous supply of raw materials, supplies, power and natural
resources. Our operating results could be adversely affected by an interruption or cessation in the supply of these items or a serious quality
assurance lapse.

We transmit certain wagering data utilizing satellite transponders, generally pursuant to long-term contracts. The technical failure of any of
these satellites would require us to obtain other communication services, including other satellite access. In some cases, we employ backup
systems to limit our exposure in the event of such a failure. There can be no assurance of access to such other satellites or, if available, the ability
to obtain the use of such other satellites on favorable terms or in a timely manner. While satellite failures are infrequent, the operation of
satellites is outside of our control.

In addition, our Global Draw business has entered into a number of significant contracts whose performance depends upon our third party
suppliers delivering equipment on schedule for Global Draw to meet its contract commitments. Failure of the suppliers to meet their delivery
commitments could result in Global Draw being in breach of and subsequently losing those contracts, which loss could have a material adverse
effect on our results of operations.

We may be liable for product defects or other claims relating to our products.

Our products could be defective, fail to perform as designed or otherwise cause harm to our customers, their equipment or their products. If
any of our products are defective, we may be required to recall the products and/or repair or replace them, which could result in substantial
expenses and affect our profitability. Any problems with the performance of our products could harm our reputation, which could result in a loss
of sales to customers and/or potential customers. In addition, if our customers believe that they have suffered harm caused by our products, they
could bring claims against us that could result in significant liability. Any claims brought against us by customers may result in diversion of
management's time and attention, expenditure of large amounts of cash on legal fees, expenses, and payment of damages, decreased demand for
our products and services, and injury to our reputation. Our insurance may not sufficiently cover a large judgment against us or a large
settlement payment, and is subject to customary deductibles, limits and exclusions.

We have foreign operations, which subjects us to additional risks.

We are a global business and derive a substantial and growing portion of our revenue and profits from operations outside the United States.
In the year ended December 31, 2010, we derived approximately 47% of our revenue from our customers outside the United States. Our
operations in foreign jurisdictions subject us to risks customarily associated with such operations, including:

the complexity of foreign laws, regulations and markets;

the impact of foreign labor laws and disputes;

other economic, tax and regulatory policies of local governments; and

the ability to attract and retain key personnel in foreign jurisdictions.

Additionally, foreign taxes paid by our foreign subsidiaries and joint ventures on their earnings may not be recovered against our U.S. tax
liability. At December 31, 2010, we had a deferred tax asset for our foreign tax credit ("FTC") carry forward of approximately $33.7 million.
Although we will continue to explore tax planning strategies to use all of our FTC, at December 31, 2010, we established a valuation allowance
of approximately $33.7 million against the FTC deferred tax asset to reduce the asset to the net amount that our management estimates is "more
likely than not" to be realized.
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Our consolidated financial results are significantly affected by foreign currency exchange rate fluctuations. Foreign currency exchange rate
exposures arise from current transactions and anticipated transactions denominated in currencies other than U.S. dollars and from the translation
of foreign currency balance sheet accounts into U.S. dollar-denominated balance sheet accounts. We are exposed to currency exchange rate
fluctuations because a significant portion of our revenues is denominated in currencies other than the U.S. dollar, particularly the British Pound
Sterling and the Euro. Exchange rate fluctuations have in the past adversely affected our operating results and cash flows and may adversely
affect our results of operations and cash flows and the value of our assets outside the U.S. in the future.

In addition, our ability to expand successfully in foreign jurisdictions involves other risks, including difficulties in integrating our foreign
operations, risks associated with entering jurisdictions in which we may have little experience and the day-to-day management of a growing and
increasingly geographically diverse company. Our investment in foreign jurisdictions often entails entering into joint ventures or other business
relationships with locally based entities, which can involve additional risks arising from our lack of sole decision-making authority, our reliance
on a partner's financial condition, inconsistency between our business interests or goals and those of our partners and disputes between us and
our partners.

In particular, our investment in LNS (which succeeded CLN as the holder of the concession to operate the instant ticket lottery in Italy
beginning on October 1, 2010) is a minority investment in a joint venture whose largest equity holder is Lottomatica, and, although certain
corporate actions require our prior consent, we do not control decisions relating to the governance of LNS.

Through our joint ventures and wholly owned foreign enterprises, we have lottery-related investments and business operations in China,
from which we expect to derive a growing portion of income. Our business and results of operations in China are subject to a number of risks,
including risks relating to competition in China, our ability to finance our operations in China, the complex regulatory environment in China, the
political climate in China, the Chinese economy and our joint venture and other business partners in China. Two of our joint ventures are with
locally based state-owned enterprises, which can potentially heighten the joint v