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DESPITE THE ONGOING UNCERTAINTY REGARDING THE REGULATORY CONDITIONS,
TIPP24 EXCEEDED ITS OWN FORECASTS AND POSTED RECORD FIGURES: CONSOLIDATED
REVENUE GREW BY 16% TO EUR 104,370 THOUSAND AND CONSOLIDATED EBIT BY 31%
TO EUR 30,258 THOUSAND. WE WILL CONTINUE TO UNDERTAKE EVERYTHING POSSIBLE
TO RESUME OUR ORIGINAL BUSINESS IN GERMANY — THE ONLINE BROKERAGE OF

HARMLESS LOTTERIES — AS SWIFTLY AS POSSIBLE. «

DR. HANS CORNEHL, CEO



LADIES AND GENTLEMEN,

Following a particularly strong fourth quarter, Tipp24 exceeded the forecast for fiscal year 2010 which it
upgraded in August last year. With revenue growth of 16% and a 31% leap in EBIT, Tipp24 posted its best-
ever annual results — a success which was also honoured by the capital market. On 27 January 2011,
the Tipp24 share reached an all-time-high of EUR 32.20.

ABROAD SEGMENT DRIVING SUCCESS

As in the previous year, this outstanding performance was driven mainly by Tipp24’s Abroad segment
— even though MyLotto24 Limited had to pay out one major jackpot and several smaller single-figure
million winnings in secondary lotteries it organised, thus burdening EBIT in the period under review.
With revenue of EUR 103,733 thousand, the Abroad segment posted EBIT of EUR 40,202 thousand.
In contrast, the Germany segment achieved revenue of EUR 3,125 thousand and EBIT of EUR -8,808
thousand, as it was still strongly burdened by the State Treaty on Games of Chance (GIiStV) and start-up
costs for its Skill-Based Games division.

ECJ VERDICT OVERTURNS STATE TREATY ON GAMES OF CHANCE

The overall success of the past year once again demonstrates Tipp24's ability to generate reliable rev-
enue and earnings — even in an environment marked by frequent change. Tipp24's high degree of organ-
isational flexibility in the face of the current regulatory situation remains a key competitive advantage.
Although the European Court of Justice (ECJ) clearly and decisively ruled on 8 September 2010 that
significant GIGStV regulations constituted an infringement of EU law and were inapplicable with immedi-
ate effect, German courts and authorities have since issued conflicting rulings. As a consequence, the
legal situation in Germany is still not consistent. Doubts as to the GIGStV's legality and effectiveness
have so far been expressed by Germany's Federal Supreme Court (BGH) and Federal Administrative
Court (BVerwG), amongst athers, in their verdicts of 14 and 24 November 2010.

SETTLEMENT OF FUTURE CONDITIONS EXPECTED

As the ECJ's instructions regarding interpretation are hinding, the regulations on existing gaming mon-
opolies in Germany are no longer applicable in total. We believe that — especially in the field of lotteries —
this affects the obligation of brokers to seek permission from the federal states, the prohibition of online
gaming and the restriction and prohibition of advertising. On 3 March 2011, this was also confirmed by
a verdict of the Administrative Court of Chemnitz, which upheld a declaratory action brought by Tipp24
against the GluStV. Nevertheless, the political and legal implementation of the ECJ's rulings and the
endorsing verdicts of various German courts will now probably take a few more months at least. The
German states are currently discussing possible amendments to the GluStV. A decision might be made

in April.
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TREASURY SHARES SOLD

On 28 September 2010, we sold our entire stock of treasury shares at a price of EUR 25 per share to
reputable investors interested in holding a long-term stake in the company. We therefore sent a clear
signal for our domestic business: we intend to invest the proceeds in re-establishing our online broker-

age of state-run lotteries in Germany.

NO DIVIDEND FOR 2010

Due to the realignment of business completed in 2009, Tipp24 SE still incurs considerable running costs
— mainly foradministration and legal advice — but has very few revenue streams from its own activities.
As the profits of our investments in the Abroad segment are also currently being carried forward and not
distributed to Tipp24 SE, we will not be able to distribute any dividend again until the legal situation in
Germany has been settled in our favour.

OUTLOOK

We still plan to clarify the legal and political conditions in Germany by utilising all available appeal pos-
sibilities and continuing our political lobbying. We aim to resume our business activities in Germany —
brokering state-run lotteries — as swiftly as possible. We therefore appeal to the persons responsible to
use the current opportunity to create sensible and forward-looking conditions for the online brokerage of
harmless lotteries. According to the executive boards of our minority shareholdings, the growth strategy
in the rest of Europe is also to be continued.

For our fiscal year 2011, we expect revenue and EBIT to reach at least the level of last year
(EUR 104 million and EUR 30 million). This forecast takes into consideration uncertainties regarding
negative statistical fluctuations and increased costs for re-establishing business in Germany of up to
EUR 10 million.

Dr. Hans Cornehl
CEO

DR. HANS CORNEHL (43), has a doctorate in chemistry and has been a
member of the Executive Board of Tipp24 SE since June 2002 — and sole-
ly responsible since October 2009. He was previously Senior Investment
Manager at the venture capital company Earlybird, where he specialised
in investments in the media and telecommunications sector after gain-
ing experience as a turnaround manager at a hospital. Dr. Cornehl started
his career as an adviser for start-up, high-tech and spin-off companies at
McKinsey & Company.
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SHARE & CORPORATE GOVERNANCE

TIPP24 SOLD ALL ITS TREASURY SHARES BY MEANS OF A BOOKBUILDING PROCESS IN SEPTEM-

BER 2010 WITH PROCEEDS OF EUR 8,350 THOUSAND. FOLLOWING AN IMPRESSIVE PERFOR-

MANCE IN THE PREVIOUS YEAR, THE TIPP24 SHARE CLOSED 2010 JUST 1.4% DOWN.
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SHARE

At the beginning of 2010, the Greek state’s impending insolv-
ency dampened the stock market mood and led to falling share
prices. There was widespread speculation that the debt crisis
might spread to other European nations. The end of economic
stimulus programmes also raised the danger of a renewed
slide into recession. The announcement of a package of drastic
spending cuts by the Greek government — the prerequisite for
EU and IMF support — triggered an initial wave of relief around
Europe’s stock exchanges. In addition to this short-term aid, the
EU states agreed a rescue package of EUR 750 billion, which
was to be used to buy government bonds of highly indebted

Euro states.

The stock markets reacted very positively to these moves: the
leading German stock index, the DAX, grew by 16.1% in 2010
reaching 6,914.18 points. It was easily outperformed, however,
by the SDAX which was up 45.8%. Following its impressive per-
formance in the previous year, the Tipp24 share consolidated
its position in 2010. The share price fell from EUR 29.00 to
EUR 20.00 in summer, before recovering to EUR 28.59 at the
end of the year —allin all, therefore, a year-on-year adjustment
of -1.4%.

ANNUAL GENERAL MEETING

The Annual General Meeting of Tipp24 SE was held at the Hotel
Atlantic Kempinski in Hamburg on 8 June 2010. A total of
62.22% of voting capital was represented at the meeting. The
shareholders did not vote in favour of all resolutions proposed
by management on the agenda: there was no approval for the
management proposals regarding the agenda items for a further
»Authorization to acquire and use treasury shares«, the exten-
sion of possibilities for the »Creation of new Authorized Capital«
and a further »Authorization to set up a new stock option plan«.
All other proposals made by management were approved with

very large majorities.

DIVIDEND

Although there was a further significantimprovement in earnings
in fiscal 2010, the ability of Tipp24 SE to make dividend pay-
ments is still heavily restricted. Due to the realignment of busi-
ness and the resulting transfer of control in respect of the Group’s
UK companies, Tipp24 SE must bear considerable running costs
— mainly for administration and legal advice — but has very few
revenue streams itself from its own activities. At the same time,
the profits of the fully consolidated associated companies in the
Abroad segment are currently being carried forward and not dis-
tributed to Tipp24 SE. As there was once again no balance sheet
profitin fiscal year 2010, the Executive Board will not be propos-

ing any dividend payment.

SALE OF SHARES

Authorized by a resolution adopted by the Annual General Meet-
ing of 16 June 2009, Tipp24 SE sold all 361,180 of its treas-
ury shares on 28 September 2010, corresponding to around
4.5% of capital stock. The shares were sold at a price of EUR
25 per share by means of a bookbuilding process. As a result,
Tipp24 SE received a further EUR 8,950 thousand in equity.

IR ACTIVITIES

In the period under review we once again pursued our investor
relations targets — to maintain an open and ongoing exchange of
information with the capital market — by participating in various
roadshows and capital market conferences in various financial
centres of Europe. The main focus of our investor relations work
was once again the explanation of the current regulatory discus-

sions and the restructuring of our business fields.



SHAREHOLDER STRUCTURE (as of 18 March 2011)

Otherinvestors 36.27%

Credit Suisse Equity") 3.30%
LRI Invest!) 4.32%

Farringdon Capital Management® 5.01%

1 according to the latest disclosure of voting rights by the investor

% Gunther Holding GmbH was renamed Giinther GmbH as of 01.01.2011.

KEY SHARE FIGURES

Day of initial listing 12.10.2005
Year-opening price EUR 29.00

Market capitalization

(Year-opening) EUR 231.57 million
Year-end price EUR 28.59

Market capitalization

(Year-end) EUR 228.29 million
Highest price (17.03.2010) EUR 30.55

Lowest price (12.07.2010) EUR 20.00
Number of shares 7,985 thousand
Average daily trading

(until 31.12.2010) 27,246

Earnings per share

(undiluted and diluted) EUR2.53

Gunther Holding? 22.17%

Management 0.90%
Jens Schumann!) 8.77%

Marc Peters’) 8.12%

Ethenea Independent Investors') 6.14%

SHAREHOLDER SERVICE
WKN

ISIN

Ticker symbol

Stock exchange

Market segment

Designated sponsor

Coverage

Reuters

Bloomberg

784714
DE0007847147
TIM.DE
Frankfurt

Official Market,
Prime Standard

Close Brothers Seydler

Deutsche Bank,
Macquire, Warburg,
Hauck & Aufhaduser

TIMGn.DE
TIMGR

CORPORATE GOVERNANCE

RESPONSIBLE AND SUSTAINED VALUE GROWTH

Good corporate governance is a central aspect of our corporate
policy which extends to every area of the company: a manage-
ment and control system based on responsible and long-term
value growth. In addition to organisational and business policy

principles, it comprises the internal and external mechanisms for

controlling and monitoring the company. These include, in par-
ticular, the efficient cooperation between Executive Board and
Supervisory Board, the transparent communication of company

activities and the respect of shareholder interests.
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Good corporate governance promotes the trust of national
and international investors, financial markets, business as-
sociates, employees and the general public in the manage-
ment and monitoring of a company. Tipp24 has always
attached great importance to these principles. Tipp24 gener-
ally follows the recommendations of the German Corporate
Governance Code [GCGC) in its current version of 26 May 2010
(www.corporate-governance-code.de). The exceptions are listed
and explained in the currently valid version of our Declaration of
Conformity, which is shown below and is also permanently avail-
able to shareholders on our website at www.tipp24-se.de. Dec-
larations of Conformity which are no longer valid are kept there
for a period of five years each. We would like to highlight certain

topic areas of our Corporate Governance policy in the following.

CLOSE COOPERATION BETWEEN EXECUTIVE BOARD
AND SUPERVISORY BOARD

The Executive Board and Supervisory Board of Tipp24 SE work
closely together. The Executive Board reports regularly and com-
prehensively to the Supervisory Board about all relevant ques-
tions of corporate planning and strategic development, as well
as about the course of business and Tipp24'’s current position,
including an assessment of the risk situation. All deviations in
the development of business from targets and budgets, as well
as Tipp24's strategic alignment and future development, are
immediately reported to the Supervisory Board. The rules of
procedure of the Executive Board include provisions regarding
the necessary approval of the Supervisory Board for significant

business transactions.

DIRECTORS’ DEALINGS ACC. TO § 15A WPHG

According to § 15a WpHG (German Stock Trading Law), mem-
bers of the Executive Board and Supervisory Board, as well as
related persons, are obliged to declare any purchase or sale of
Tipp24 SE shares, insofar as the value of the transactions during
one calendar year reaches or exceeds EUR 5,000. Tipp24 im-
mediately publishes details of such transactions on its website
and submits the corresponding voucher to the Federal Financial
Supervisory Authority (Bundesanstalt fur Finanzdienstleistungs-
aufsicht). No transactions were reported to Tipp24 SE in the past

fiscal year.

REMUNERATION REPORT

Remuneration of the Supervisory Board

The Annual General Meeting of Tipp24 SE on 29 May 2008 adopt-
ed a remuneration system for the Supervisory Board which con-
sists of a fixed payment, a performance-oriented bonus, further
benefits and the reimbursement of expenses. The remuneration
regulations were adopted for the fiscal year 2008 and the follow-
ing years, unless a different resolution is adopted for the future
by a subsequent Annual General Meeting. This remuneration is
based on the responsibility and scope of activities, as well as on
the economic situation and success of the company. Moreover,
the Company bears the cost of premium for suitable insurance
coverage regarding legal liability from Supervisory Board activities

(D&Q0 insurance).

In addition to the reimbursement of their expenses, members
of the Supervisory Board thus receive a fixed annual payment of
EUR 13.8 thousand on completion of the respective fiscal year.
As well as this fixed amount, members of the Supervisory Board
also receive a performance-based annual payment based on
consolidated EBIT, whereby this additional performance-based
remuneration is limited to a total amount of no more than EUR 7

thousand.

Moreover, the members of the Supervisory Board receive a
performance-based annual payment with a long-term incen-
tive effect based on consolidated earnings per share. This add-
itional remuneration is also limited to an amount of no more than
EUR 7 thousand.

The Chairman of the Supervisory Board receives two-and-a-half
times, the Deputy Chairman one-and-a-half times the above-

mentioned fixed and variable remuneration amounts.



in EUR

Klaus F. Jaenecke (Chairman)
Oliver Jaster (Deputy Chairman)
Hendrik Pressmar

Total

inEUR

Klaus F. Jaenecke (Chairman)
Oliver Jaster (Deputy Chairman)
Hendrik Pressmar

Total

Remuneration of the Executive Board

The Executive Board remuneration consists of a fixed basic an-
nual salary of EUR 350 thousand and a variable component. The
Executive Board also receives an additional bonus which reflects
the particular burden carried by its sole member. Moreover, the
Supervisory Board may resolve to grant the Executive Board an
additional voluntary bonus for special services to the company
and in the case of corresponding economic success of the com-
pany. One third of the variable componentis based on individual
strategic targets, such as company growth, and two thirds on the
size of the consolidated EBT margin based on the average of the
past year and the two preceding years. On achievement of the
targets, the variable component amounts to 100% of the fixed
component. If targets are exceeded, the variable component can

rise to a maximum of 200% of the fixed amount.

Fixed salary Variable remuneration 2010
34,500.00 35,000.00 69,500.00
20,700.00 21,000.00 41,700.00
13,800.00 14,000.00 27,800.00
69,000.00 70,000.00 139,000.00
Fixed salary Variable remuneration 2009
34,500.00 35,000.00 69,500.00
20,700.00 21,000.00 41,700.00
13,800.00 14,000.00 27,800.00
69,000.00 70,000.00 139,000.00

Benefits on termination of the Executive Board mandate

If a member of the Executive Board agrees to be reappointed on
the basis of the contractual conditions offered, the Executive
Board member shall receive maximum compensation of half an
annual gross salary if the company is then culpable in failing to
reappoint said member. If an appointment to the Executive Board
is effectively revoked, the Executive Board member has the
right to claim compensation amounting to the remaining gross
salaries, but limited to two annual gross salaries. Should another
enterprise gain control of the company and the appointment
of an Executive Board member is revoked within one year, this
Executive Board member has the right to claim compensation
amounting to the remaining gross salaries, but limited to three

annual gross salaries.

inEUR Fixed salary Variable remuneration 2010
Dr.Hans Cornehl 350,000.00 631,931.74 981,931.74
Total 350,000.00 631,931.74 981,931.74
in EUR Fixed salary  Variable remuneration Severance payments 2009
Dr. Hans Cornehl 180,000.00 586,695.00 0.00 766,695.00
Marcus Geif3 45,000.00 50,000.00 0.00 85,000.00
Jens Schumann 135,000.00 586,695.00 45,000.00 766,695.00
Petra von Strombeck 45,000.00 436,695.00 76,000.00 557,695.00
Total 405,000.00 1,660,085.00 121,000.00 2,186,085.00
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DECLARATION BY THE EXECUTIVE BOARD AND THE SUPER-
VISORY BOARD OF TIPP24 SE ON THE RECOMMENDATIONS
OF THE »GOVERNMENTAL COMMISSION OF THE GERMAN
CORPORATE GOVERNANCE CODE« AS PER § 161 OF THE
GERMAN STOCK CORPORATION ACT (AKTG)

After due examination, the Executive Board and Supervisory
Board of Tipp24 SE issue the following Declaration of Conformity:

»Tipp24 SE complies with the 26 May 2010 version of the con-
ductrecommendations made by the Governmental Commission
of the German Corporate Governance Code for corporate manage-
ment and monitoring as published by the German Ministry of
Justice in the official part of the electronic Federal Gazette and

will continue to comply with them with the following exceptions:

3.8 — D&0 insurance deductible

The D&O insurance taken out for the Supervisory Board of
Tipp24 SE does not include a deductible. The Executive Board
and Supervisory Board continue to take the view that a D&0
insurance deductible does not constitute an adequate means
of achieving the code’s objectives. As a rule, deductibles of this
kind are insured by the executive bodies themselves, so that the
actual purpose of the deductible is nullified and therefore ulti-
mately all that matters is the level of compensation paid to the
executive bodies. Following the introduction of a corresponding
obligation for members of the Executive Board, the decision not
to include a deductible only concerns the Supervisory Board as
of 1 July 2010; there was previously also no deductible included

in the D&O0 insurance taken out for the Executive Board.

4.2.1 — Composition of the Executive Board

As of 1 October 2009, the Executive Board of Tipp24 SE consists
of one person. In view of the restricted number of remaining
tasks for the Executive Board following the termination of oper-
ating activities of Tipp24 SE in 2009, it appears inappropriate to

maintain an Executive Board consisting of several members.

4.2.4 — Executive Board compensation

In the case of benefit commitments granted to Executive Board
members in the case of premature or regular termination of their
activity as Executive Board members, or changes made in the
course of the fiscal year, Tipp24 SE will first disclose such de-

tails in its Remuneration Report for fiscal year 2010. Tipp24 SE

is thus taking into consideration the fact that German legislation
has also introduced parallel legal disclosure obligations with ini-
tial effect for the annual financial statements and consolidated

annual financial statements for fiscal year 2010.

5.3.1,5.3.2 and 5.3.3 — Formation of committees, setting up
of an audit committee and a nomination committee

Since in accordance with the company statute the Supervisory
Board of Tipp24 SE comprises only three persons the Super-
visory Board has formed no committees, and in particular no

audit committee and no nomination committee.

5.4.1 — Specification of objectives for the composition

of the Supervisory Board

With regard to its own composition and that of the Executive
Board, the Supervisory Board already placed particular emphasis
in the paston such aspects as internationality, female represen-
tation and independence. In view of the particular challenges fa-
cing the Supervisory Board in the current regulatory environment
of Tipp24 SE, however, the Supervisory Board has refrained from
formally stating objectives forits composition for the time being.

Since submitting its last Declaration of Conformity in November
20089, Tipp24 SE has complied with all recommendations of the
German Corporate Governance Code in the version dated 18 June
2009, with the exception of recommendations made under sec-
tions 3.8,4.2.1,4.2.4,53.1,53.2and 5.3.3.«

Hamburg, September 2010

For the Executive Board

i (U

Dr. Hans Cornehl

For the Supervisory Board

Tnsade

Klaus F. Jaenecke
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GROUP MANAGEMENT REPORT

DESPITE THE UNCERTAIN REGULATORY ENVIRONMENT, TIPP24 RECORDED A FURTHER YEAR
OF EXCEPTIONALLY STRONG PROGRESS. ONCE AGAIN, THE COMPANY’S ABROAD SEGMENT MORE
THAN COMPENSATED FOR THE NEGATIVE EFFECTS OF THE STATE TREATY ON GAMES OF CHANCE
IN GERMANY. REVENUES EXCEEDED EUR 100 MILLION FOR THE FIRST TIME WHILE THE EBIT

MARGIN ROSE FROM 25.7% T0 29.0%.
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BUSINESS & ECONOMIC CONDITIONS

REGULATORY CONDITIONS

Realignment of business due to GIiStV in Germany

Following the implementation of the second stage of the German
State Treaty on Games of Chance (GIUStV], which completely pro-
hibited the brokering of state-run lotteries via the Internet as of
1 January 2009, Tipp24 SE discontinued its lottery brokerage
activities in Germany. Its alignment was therefore broughtin line
with the regulatory environment — although Tipp24 continues to

fightin the courts for the resumption of its business in Germany.

In the course of this realignment, Tipp24 SE transferred assets
that it no longer required to MylLotto24 Limited and its subsid-
jaries, which had been active in the UK since 2007. This con-
cerned both the brokerage of state-run German lottery products,
as well as the subsidiaries Ventura24 S.L. in Spain and Giochi24
S.rl.in Italy. In addition, Tipp24 SE transferred control over its
UK subsidiaries in accordance with company law in the second
quarter of 2009 to reflect the autonomy and individual respon-
sibility of these companies in their respective business fields.
Specifically, 60% of the voting shares in both MyLotto24 Limited
and Tipp24 Services Limited were sold to a Swiss foundation
set up by Tipp24 SE in the form of preference shares stripped
of their main economic rights. These shares have a guaranteed
limited right to dividends of up to a total of GBP 30 thousand
p.a. The inclusion of this affiliated company and its respective
subsidiaries in the consolidated financial statements is based
on an economic view of their situation, whereby the significant
opportunities and risks are still borne by Tipp24 SE. In the fol-
lowing, Tipp24 SE and the consolidated group will be referred to
simply as »Tipp24«.

ECJ declares GIiStV invalid

In-a number of preliminary ruling proceedings brought by Ger-
man courts in connection with sports gambling cases (e.g.
Carmen Media litigation), the European Court of Justice (ECJ)
examined the regulations of Germany’s gaming legislation, in
particular the State Treaty on Games of Chance, with regard to
their compliance with European law. On 8 September 2010, the
ECJ proclaimed in two verdicts that the current and legal rulings
of the referring German courts justified the courts’ assumptions
that significant regulations of the German State Treaty on Games
of Chance (GluStV) contravened EU law and were inapplicable.
The regulations of Germany’s gaming monopoly represented an
unjustifiable restriction of the basic European freedoms of pri-
vate suppliers. Moreover, the ECJ ruled that such an infringement
of basic freedoms, as was the case under the old legislation,
meant that the national law was immediately inapplicable, with-
out any transition period for courts and authorities. We believe
that — especially in the field of lotteries — this also affects the
obligation of brokers to seek permission from the federal states,
the prohibition of online gaming and the restriction and prohib-

ition of advertising.

Legal opinion of Tipp24 SE confirmed by ECJ

The fundamental legal opinion of Tipp24 SE with regard to the
GIuStV has now been clearly confirmed by the ECJ. Tipp24 SE
therefore expects that the German legislation which forbids
its German operations — in contravention of EU law — will be
adapted to the requirements of higher-ranking European legisla-
tion in the medium term. Until this time, the profits generated by
the affiliated companies in the UK will be retained on the level
of MyLotto24 Limited. When certain conditions are met (e.g. a
settlement of the legal situation in its favour), Tipp24 SE has the

right to repurchase the sold shares from the foundation.

Against the backdrop of the ECJ ruling, we now plan to resume
our former brokerage of state-run lotteries in Germany as soon

as possible.
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BUSINESS MODEL

End-user business in Germany

In fiscal year 2010, our business in Germany included activities
in the field of class lotteries and skill-based games. The process-
ing of class lottery tickets was governed by a cooperation agree-
mentwith Schumann e. K., whose sole shareholder is the former
Executive Board member Jens Schumann. It conducts its oper-
ations on the basis of a sales agreement with the management
of the North German State Lottery (Norddeutsche Klassenlot-
terie — NKL) and by way of appointment by the management of
the South German State Lottery (Stiddeutsche Klassenlotterie
— SKL). The business volume generated by customers in Ger-
many primarily comprises the stake money remitted to the gam-
ing operators. Our revenues consist of commissions received for

submitting lottery tickets to the lottery companies.

The Skill-Based Games division is operated via the website
www.tipp24games.de. Tipp24 Entertainment GmbH develops
the games offered and operates the platform. Revenues result
primarily from withholding a defined share of the stakes received
from players and are recognized at the time of game participa-

tion.

End-user business abroad

The entire non-German business of Tipp24 — i.e. its activities in
Spain, Italy and the UK — is pooled with the fully consolidated
UK-based minority holding MyLotto24 Limited. This company or-
ganises English secondary lotteries based on various European
lotteries. In addition, Tipp24 Services Limited acts as broker for
various lotteries and other games in the UK and organises skill-
based games on the website operated by Tipp24 Entertainment
GmbH.

In Spain, Ventura24 S.L. currently offers the national 6 out of 49
lottery (La Primitiva) and related lottery teams, the Christmas lot-
tery [Sorteo de Navidad), the European lottery Euromillones and
other Spanish lotteries. In Italy, a legally binding operating and
brokerage licence acquired by Giochi24 Surl. entitles it to offer
the national 6 from 90 lottery (SuperEnalotto), as well as scratch

cards and skill-based games via the website www.giochi24.it.

With regard to the organising of games in the UK, revenue results
from stakes received less vouchers granted, and winnings to be
distributed. Licence and operator fees payable in the UK are dis-
closed as a cost position within »Other operating expenses«.
In our UK brokerage business, revenue is generated by com-
missions received from game organisers, as well as additional
fees charged to players. Winnings are subject to considerable
statistical fluctuations compared to the expected value based on
the playing systems of the reference games. In order to improve
comprehension of the consolidated annual financial statements
and earnings position, the effect on revenue of any deviation be-

tween expected and actual payouts is also stated.

Revenue in Spain results mainly from additional fees, and in Italy
mainly from commissions paid by lottery organisers for tickets

transmitted.

SIGNIFICANT ECONOMIC AND LEGAL FACTORS
AFFECTING BUSINESS

Large jackpots

Tipp24 regularly experiences a strong increase in gaming activ-
ity when the prospect of large winnings (jackpots) is particularly
high. These jackpots resultin part from the gaming system: they
comprise stakes bet by players who did not meet the conditions
for winning prizes and which are then paid out to the winners on
top of regular prizes in a subsequent draw. In addition, jackpots
are also offered unsystematically and in addition to the regular

winnings profile for certain draws.
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Legal market situation in Germany

The ECJ rulings of 8 September 2010 have cast a new light on
the ongoing political and legal discussion of Germany’s gaming
market and its respective legal framework. In litigation concern-
ing »Carmen Media and Stoss et al«, the ECJ decided that sig-
nificant regulations of German gaming legislation constituted
an infringement of EU law as they represented an unjustifiable
restriction of basic European freedoms. Due to the findings of the
referring German courts, German gaming legislation as a whole
was judged to be incoherent — including federal law on auto-
mated games, horse racing bets and lottery practices. Moreover,
the ECJ ruled that such an infringement of EU law in the field of
gaming meant that regulations contravening EU law were imme-

diately inapplicable — without any transition period.

Despite the ECJ's clear rulings, German courts and authorities
have passed various decrees and verdicts in summary and prin-
cipal proceedings in application of the GIuStY, which contravenes
EU law. These affected both Tipp24 itself and various other mar-
ket participants. All in all, these decrees and verdicts in contra-

vention of the ECJ rulings have resulted in a very varied picture.

In its verdict passed on 24 November 2010, the German Fed-
eral Administrative Court (Bundesverwaltungsgericht — BVerwG)
also applied the principle of consistency to the provisions of
gaming legislation. With reference to the need for consistency,
it repealed a verdict of the Bavarian Administrative Court which
denied any incoherencies in the German provisions without
previously examining whether German gaming legislation as a
whole was coherently regulated. The BVerwG rejected the pro-
ceedings, calling for a further examination of the coherency of
German gaming regulations and practice. This incoherency has
already been determined by the referring courts VG Cologne and
VG Stuttgart, amongst others, in application of the provisions of
the ECJ verdict. Once again, doubts about the legality and effect-

iveness of the GIUStY have been confirmed.

With the decision of the BVerwG, German authorities and courts
which previously assumed the legality of the GIUStY are now ex-
pected to follow the doubts expressed by the ECJ with regard to
the coherency of the legislation. This is also indicated by a deci-
sion of Germany's Federal Supreme Court (Bundesgerichtshof —
BGH] on 14 November 2010, which for legal reasons could only
deal with legislation before the GIGStY was introduced. Despite
being restricted to former legislation, the BGH cites in its verdict
the ECJ's ruling on »Carmen Media« which only relates to the
new GIGStV as proof of its incompatibility with higher-ranking
legislation and refers to the advertising practice of Germany’s
lottery companies, which is still not exclusively focused on

measures aimed at combating addiction.

The ECJ's instructions regarding interpretation are binding —
beyond the proceedings themselves. The political and legal im-
plementation of the ECJ's and BVerwG'’s rulings will probably take

a few more months at least.

In addition to the general questions of coherency regarding gam-
ing legislation, there are also growing doubts among Germany’s
administrative courts in the more specific area of lottery broker-
age, concerning the proportionality of restrictions (Internet ban)
and their alignment with the aim of combating gambling addic-
tion. In proceedings brought by Tipp24, VG Halle conducted an
extensive survey among guardianship courts and addiction
clinics due to considerable doubts regarding the existence of
any »lottery addiction«. It found that lottery addiction played
a very minor role, if at all. Against this backdrop, the court ruled
that there was a disproportion between the aim and the means,
and that the current obligation of brokers to seek permission, the
Internet ban and the so-called territoriality/regionality of German
Lotto (i.e. the restriction of Lotto to one federal state] as regu-
lated by the GIGStV contravened EU law.
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Legal market situation abroad

The markets of our Abroad segment mainly offer stable legal en-
vironments in line with market requirements. The exception here
is our legal dispute with Italy’s anti-trust authorities. The ques-
tion to be settled is whether the current obligation for all market
participants to run online brokerage of the state-licensed lottery
SuperEnalotto via the applet of organiser Sisal (which has hith-
erto also proven to be unsuitable for the market) represents a
contravention of anti-trust law. The relevant departments of the
European Commission have since become involved in the pro-
ceedings. There is a possibility that the matter may be settled in

the course of fiscal year 201 1.

Finally, there are strong indications that the gaming market in
Germany and the rest of Europe will be liberalised in the medium
term, influenced by the European Community and legislation of
the European Court of Justice. In the course of such a deregula-
tion process, we see an opportunity for us in future to market
products from other European countries in the countries where
Tipp24 is already active, thereby increasing our revenues. We
would also have the opportunity to penetrate markets in further
European countries, offering both our existing product range and
products from different European countries.

VALUE-DRIVEN CORPORATE DEVELOPMENT

The business fields of our two segments, Germany and Abroad,

are managed separately.

Germany segment

In our Germany segment, there are three main approaches to
value creation. Firstly, the Skill-Based Games division is to be
expanded further. We aim to steadily increase revenue by gain-
ing new customers and intensifying existing business relations.
By utilising economies of scale, we intend to reach break-even
and subsequently improve the profitability of this business in
the medium term. At the same, we aim to defend our business
with class lotteries in a fast declining market which has been hit
hard by the GIGStV. Finally, we will continue to seek a legally and
politically sound improvement of the GIUStV, whose politically

unwise regulations we believe to be an infringement of valid

law and have now been declared inapplicable by the ECJ. This
would enable us to resume activities in our former core market
of Germany and return to our historically proven growth rates for

customer figures and billings.

Abroad segment

In the business fields of our Abroad segment, value is mainly
created by gaining new customers and intensifying existing
business relations. The focus here is on the field of lotteries. Rev-
enue growth and EBIT margin are the key performance indicators

of this segment.

Development of key earnings ratios

Due to statistical effects in the payment of winnings in its
bookmaking business, Tipp24 was able to raise its EBIT mar-
gin by 3.3 %-points to 29.0% during the period under review.
At 18.7%, net operating margin was below the prior-year level
(19.5%).

Due to an increase in equity capital, return-on-equity fell to
21.0% (prior year: 27.1%).

STRATEGY: MULTI-DIMENSIONAL GROWTH, CLARIFICATION
OF THE REGULATORY ENVIRONMENT IN GERMANY

Strategy is determined independently in the respective business
segments. On the one hand, we aim to achieve a binding legal
clarification of the regulatory situation in our traditional core mar-
ket of Germany in order to lay the foundation for renewed sus-
tainable growth, and on the other hand to gradually expand our
product portfolio in the Skill-Based Games division. Against the
backdrop of the ECJ ruling, we plan to resume the brokerage of
state-run lotteries in Germany as soon as possible. We have al-
ready fulfilled the main technological and organisational require-
ments for such a move. For example, the sale of treasury shares
generated total proceeds of EUR 9 million, which will be used to
re-establish our former business. In September 2010 we also
established the company Tipp24 Deutschland GmbH especially

for the operational implementation of our plans.
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No significant changes were made to the strategic alignment
of our Abroad segment. We aim to strengthen our business by
achieving growth in Spain, Italy and the UK, as well as penetrating
further European nations. At the same time, we intend to continu-

ally improve the quality and scope of our product range.

Following a possible deregulation of the European lottery mar-
kets, we plan to achieve additional growth in new and existing
European markets in the medium term with the aid of a European
product portfolio. The launch of our self-developed international

gaming software will have a positive impact.

Changing regulatory conditions in Europe may result in the in-
creased privatisation of currently state-owned market partici-
pants and thus lead to a possible concentration. Tipp24 aims to
benefit from these expected market changes and grasp the re-
sulting attractive opportunities for non-organic growth. This can
be financed by using liquid funds of around EUR 42.7 million and

short-term financial assets of around EUR 48.2 million.

MANAGEMENT & CONTROL

Management

As of October 2009, Tipp24 SE has been led by the sole mem-
ber of its Executive Board, Dr. Hans Cornehl, together with an
operating management team. The affiliated companies outside
Germany are led by experienced general managers, who act

independently.

Remuneration of Executive Board members

The Executive Board remuneration consists of a fixed basic an-
nual salary of EUR 350 thousand and a variable component. The
Executive Board also receives an additional bonus which reflects
the particular burden carried by its sole member. Moreover, the
Supervisory Board may resolve to grant the Executive Board an
additional voluntary bonus for special services to the company
and in the case of corresponding economic success of the com-
pany. One third of the variable component is based on individual
strategic targets, such as company growth, and two thirds on the
size of the consolidated EBT margin based on the average of the
past year and the two preceding years. On achievement of the
targets, the variable component amounts to 100% of the fixed
component. If targets are exceeded, the variable component can

rise to a maximum of 200% of the fixed amount.

Benefits on termination of the Executive Board mandate

If a member of the Executive Board agrees to be reappointed on
the basis of the contractual conditions offered, the Executive
Board member shall receive maximum compensation of half an
annual gross salary if the company is then culpable in failing to
reappoint said member. If an appointment to the Executive Board
is effectively revoked, the Executive Board member has the
right to claim compensation amounting to the remaining gross
salaries, but limited to two annual gross salaries. Should another
enterprise gain control of the company and the appointment
of an Executive Board member is revoked within one year, this
Executive Board member has the right to claim compensation
amounting to the remaining gross salaries, but limited to three

annual gross salaries.

Remuneration of Supervisory Board members

In addition to the reimbursement of their expenses, members of
the Supervisory Board receive a fixed gross annual payment of
EUR 13.8 thousand on completion of the respective fiscal year.
They also receive a performance-based annual payment which
depends on consolidated EBIT and is limited to a total amount
of no more than EUR 7 thousand. Moreover, the members of the
Supervisory Board receive a performance-based annual pay-
ment with a long-term incentive effect which depends on con-
solidated earnings per share and is also limited to an amount of
no more than EUR 7 thousand. The Chairman of the Supervisory
Board receives two-and-a-half times, the Deputy Chairman one-
and-a-half times the above-mentioned fixed and variable remu-

neration amounts.

Remuneration of the second management tier

In addition to their fixed basic salary, the divisional heads of the
Germany segment also receive a variable remuneration compon-
ent. Depending on their respective position, this amounts to
15-33% of fixed salary and is based both on the achievement
of the Group’s economic growth targets (revenues, EBIT) as well
as on the individual achievement of internal targets, such as the

successful and punctual implementation of projects.
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The General Managers of the Abroad segment receive a fixed sal-
ary, as well as a variable compensation component equivalent to
20-100% of their fixed salary. This variable component is based
mainly on the achievement of specific targets relating to the key
performance indicators of their respective business, such as

revenue growth and EBIT margin.

RESEARCH & DEVELOPMENT

In 2010, our R&D activities in Germany focused on expanding

the product range of our Skill-Based Games division.

In the Abroad segment, work continued on the updating, inter-
nationalising and standardising our central gaming software.
This project is managed directly by the Abroad segment in
cooperation with external service companies and is expected to
be completed in fiscal year 2011. In addition, various improve-
ments were made to products, capacities and security systems
in the various countries. External R&D know-how was acquired in

some cases forindividual projects.

In the course of fiscal year 2010, an average of 12 employees
were involved with R&D activities on a full-time or part-time basis
in the German segmentand 21 in our Abroad segment. R&D ex-
penses of our German segment amounted to EUR 636 thousand
(prior year: EUR 740 thousand) and in our Abroad segment to
EUR 943 thousand (prior year: EUR 656 thousand).

R&D EXPENSES/R&D STAFF

2008 2009 2010

R&D expenses [} 3,374 1,396 1,579
in EUR thsd.
o number 68 33 33

of R&D staff

OVERVIEW OF BUSINESS DEVELOPMENT

GENERAL ECONOMIC CONDITIONS

Global economy

In 2010, the global economy continued to pull out of the reces-
sion caused by the financial crisis. Following a decline in global
GDP of almost 1% in 2009, world-wide output expanded strongly
in 2010 by 4.8%. Although the pace of growth was slowed some-
what during the year by various factors — tighter fiscal policy
in most countries, the end of economic stimulus programmes,
meagre growth in global trade during the second half of the year,
structural problems in many industrialised nations — the major
economic research institutes still expect a phase of moderate

expansion in the near future.

Euro zone

The Euro zone economy became more stable during the course
of 2010, with GDP growth of 1.7%. Whereas certain nations, such
as Germany (GDP +3.7%) and the UK (GDP +1.7%), benefitted
from a healthy economic upturn, the situation was more down-
beat in other countries: there was only moderate GDP growth
in Italy (+1.0%), while in Spain GDP was even down slightly on
the previous year (-0.2%).

Fuelled mainly by increased energy costs, as well as tax in-
creases in certain member states, inflation has grown steadily
since August, reaching 1.8% in December. The job market has

become more stable, albeit without any noticeable upturn.

In view of the debt crisis in countries such as Greece, Ireland and
Portugal, the situation on the financial markets has continued
to deteriorate, with record risk premiums being demanded for

governmentbonds in the worst affected nations.
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CONCLUDING ASSESSMENT OF BUSINESS DEVELOPMENT

The Executive Board regards the consolidated development of
business as generally favourable. As expected, the German seg-
mentwas only able to make a small contribution to consolidated
revenue as the GluStV still forbids online brokerage for games of
chance. The Abroad segment made encouraging progress — even

after adjustment for statistical effects for payouts.

Changes in the regulatory conditions for lotteries can currently
be observed in various EU member states. In the medium term,
this may lead to a liberalisation and privatisation of the lottery

market with considerable growth opportunities for Tipp24.

FEATURES OF THE ACCOUNTING-RELATED INTER-
NAL CONTROL AND RISK MANAGEMENT SYSTEM

We regard the internal control and risk management system as
a comprehensive system based on the definitions of the Insti-
tute of Public Auditors in Germany (Institut der Wirtschaftsprifer
in Deutschland e. V.J, Diisseldorf, with regard to an accounting-
related internal control system and risk management system.
These define an internal control system as the principles, pro-
cedures and measures introduced by the management of a
company, which are geared towards the organisational imple-

mentation of management decisions

to ensure the effectiveness and efficiency of business
activities (including the protection of assets, including the

prevention and disclosure of assetimpairment)

to ensure the correctness and reliability of internal and ex-

ternal accounting and

to ensure compliance with the legal provisions relevant to

the Company.

The risk management system includes all organisational regula-
tions and measures for risk detection and the handling of risks

involved with business activity.

The following structures and processes have been implemented
by Tipp24 with regard to the accounting and consolidated ac-

counting processes:

The Group’s Executive Board bears full responsibility for the in-
ternal control and risk management system with regard to the

accounting and consolidated accounting processes.

All companies included in the consolidated financial statements
are also included in a firmly defined management and reporting
organisation. In contrast hereto, the companies of the UK sub-
group are only included via a firmly defined reporting organisa-
tion. Within the framewaork of this reporting organisation, the
Group’s Executive Board is regularly provided with information
about the following measures: definition of risk areas which may
lead to developments endangering future survival; risk recogni-
tion and risk analysis; risk communication; allocation of respon-
sibilities and tasks; the establishment of a monitoring system;
documentation of the measures taken. Moreover, the reporting
organisation requires that significant risks are to be reported im-

mediately to the Group’s Executive Board on occurrence.

The principles, structure and process organisation, and proced-
ures of the accounting-related internal control and risk manage-
ment system are documented in guidelines and organisational
directives which are regularly adapted to current external and
internal developments. The guidelines and organisational direct-
ives in the respective segments are fully compatible with each
other.

In the organisational structure of Tipp24, certain accounting-
related processes in Germany and abroad — in particular payroll

accounting — are outsourced.
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Regarding the accounting and consolidated accounting process-
es, we consider those features of the internal control and risk
management system to be significant which can have a material
effect on the Group’s accounting and the overall statement of the
consolidated financial statements including the Group manage-

mentreport. In particular, these are the following elements:

the identification of significant risk fields and control areas

of relevance to the Group-wide accounting process;

controls to monitor the consolidated accounting process
and its results at the level of the Group Executive Board and
at the level of the companies included in the consolidated

financial statements;

preventative control measures in the finance and account-
ing system of the Group and of the companies included in
the consolidated financial statements and in the operative,
performance-oriented company processes that generate
significant information for the preparation of the consoli-
dated financial statements including the Group manage-
ment report, including a separation of functions and of pre-

defined approval processes in relevant areas;

measures that safeguard proper [T-based processing of

matters and data relevant to Group accounting;

reporting information of the foreign companies which enable
the German parent company to prepare consolidated finan-

cial statements including the Group management report.

Tipp24 has also implemented a risk management system for
the consolidated accounting process that contains measures
to identify and assess significant risks and corresponding risk-
mitigating measures to ensure the correctness of the consoli-

dated financial statements.

The tasks of the internal audit system to monitor the internal
control and risk management system related to consolidated
accounting are not undertaken by a staff department (Internal
Audit], but by the Controlling and Accounting departments. More-
over, the Supervisory Board commissioned the external auditors

to conduct additional audits.

The Executive Board and Supervisory Board also continually seek
possibilities to develop the processes of the risk management

system.

EARNINGS, FINANCIAL POSITION AND NET ASSETS

EARNINGS

Atotal of six special items are to be considered when comparing

figures with those of the previous year:

In January 2009, there was the second largest jackpot in
the history of German Lotto (EUR 35 million).

In the first quarter of 2009, some tickets — especially those
in connection with standing orders — could still be brokered

to state-run lottery companies.

Non-recurring costs in connection with the restructuring

of business were incurred in the first half of 2009.

A comparatively high financial result was posted in the first
quarter of 2009 due to exceptionally successful financial

investments.

A positive tax effect resulted from the offsetting of tax loss
carryforwards, for which no deferred tax assets were formed,
with profits of the Abroad segment in the first quarter of
2009.

MyLotto24 Limited, a fully consolidated minority sharehold-
ing of Tipp24 SE, recorded jackpot winnings for its players of
EUR 31.7 million on 23 September 2009, EUR 11.7 million
on 15 May 2010 and EUR 3.5 million on 3 July 2010 from
secondary lotteries which it held. Including these jackpots,
the total amount paid out for secondary lottery winnings was
EUR 15.4 million above the expected payout value in fiscal
year 2010 (prior year: EUR 26.7 million). This had a negative
impact on revenue of the same amount and an EBIT effect of
EUR -15.8 million (prior year: EUR -23.9 million).
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EBIT EBIT/EBIT MARGIN

Due to the significant regulatory restrictions imposed on lottery

activities and start-up losses in the Skill-Based Games division,

the Germany segment posted an EBIT result of EUR -8,808 thou-

sand in 2010 (prior year: EUR -11,344 thousand).

The Abroad segment, however, achieved an EBIT result of EUR o

40,202 thousand. The prior-year EBIT figure of EUR 32,708 thou- .

sand benefited strongly from increased stakes due to two very

large jackpots. In the second of these jackpot lotteries, however, \

a customer of MylLotto24 Limited won the jackpot of EUR 31.7 2008 2009 2010

million with a correspondingly negative impact on earnings.

. . . EBIT O 8897 23,052 30,258
In 2010, MyLotto24 Limited once again recorded large jackpot | tr hsd.

winnings of EUR 11.7 million from a secondary lottery itheldon  ggirmarginin%  — 194 257 290
15 May. There were also several smaller single-figure million win-

nings which placed a burden on EBIT in the period under review.

In total, consolidated EBIT amounted to EUR 30,258 thousand REVENUES/NET OPERATING MARGIN
(prior year: EUR 23,052 thousand). The EBIT margin rose by
3.3 %-points from 25.7% to 29.0%. Adjusted for statistic deviation

from the expected level of payouts, the figures amounted to
EUR 46,065 thousand (prior year: EUR 46,984 thousand) and
38.5% (prior year: 40.4%). o
Due to much lower interest rates in the period under review, the
financial result fell to EUR 486 thousand (prior year: EUR 2,024

thousand). The sale of exceptionally successful financial invest-

ments had led to a strong financial resultin the previous year. 2008 2009 2010
Revenues O 45.8 89.6 104.4
in EUR million
Net operating —_ 14.4 19.5 18.7
marginin %

CONSOLIDATED FINANCIAL STATEMENTS
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Revenues

Personnel expenses
Other operating expenses
Other operating income
Operating expenses
EBITDA

Amortization and depreciation
EBIT

Financial result

Earnings before taxes
Income taxes

Profit

Breakdown of other operating expenses
Marketing expenses

Direct operating expenses

Other expenses of operations

Other operating expenses

(Rounding differences possible due to presentation in EUR thousand)

Consolidated net profit in the period under review increased
to EUR 19,551 thousand (prior year: EUR 17,482 thousand),
while net operating margin after tax amounted to 18.7% (prior
year: 19.5%). Compared to the previous year, the tax rate rose by
6.1 %-points to 36.4%. Tipp24's average tax rate is above the cor-
porate tax rates in the various countries, as losses of Tipp24 SE
and certain investments cannot be offset against the positive re-
sults of other investments. Moreover, in the first quarter of 2009,
non-capitalised loss carryforwards of the Abroad segment from
previous years were netted with profits, leading to an overall

reduction in the consolidated tax rate in the previous year.

1Jan.—-31Dec.2010 1 Jan.—31 Dec. 2009

in EUR thsd. % in EUR thsd. % change %
104,370 100.0 89,551 100.0 16.5
11,815 113 12,524 -14.0 5.7
-64,419 -61.7 -54,787 -61.2 17.6
4,981 4.8 3,641 4.1 36.8
-71,253 -68.3 -63,670 711 119
33,117 317 25,881 28.9 28.0
-2,860 2.7 -2,829 -3.2 1.1
30,258 29.0 23,052 25.7 313
486 0.5 2,024 2.3 -76.0
30,744 29.5 25,076 28.0 22.6
11,192 -10.7 -7,594 -8.5 47.4
19,551 18.7 17,482 19.5 11.8
11,471 -11.0 -7,500 -8.4 529
-33,963 -32.5 -28,668 -32.0 18.5
18,985 -18.2 18,619 -20.8 2.0
-64,419 -61.7 -54,787 -61.2 17.6

In the period under review, return on equity fell from 27.1% to
21.0%, mainly as a result of increased equity from retained eamn-

ings and proceeds from the sale of treasury shares.

Earnings per share (basic and diluted) increased from EUR 2.26
to EUR 2.53.

Net profit after tax acc. to HGB of Tipp24 SE amounted to
EUR -4,477 thousand in 2010. Tipp24 SE must bear consider-
able administration and legal advice costs, but has very few rev-
enue streams itself from its domestic subsidiaries. The profits of
associated companies in the Abroad segment, however, are cur-
rently being carried forward and not distributed to Tipp24 SE. As
in 2009, there was no balance sheet profit for fiscal year 2010

and thus no dividend proposal of the Executive Board.
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Revenues

In the Germany segment, revenues amounted to EUR 3,125
thousand in the period under review (prior year: EUR 3,256
thousand), while in the Abroad segment revenues reached EUR
103,733 thousand (prior year: EUR 88,537 thousand).

For the organisation of secondary lotteries, reference is made
to the organisation of lottery gaming systems which have a
fixed ratio of payouts to stakes. The ratio of payouts to stakes
is known as the payout ratio. In the lottery gaming systems or-
ganised by the operators of those reference games of relevance
to Tipp24, there is a fixed underlying payout ratio of 50% in the
gaming system for ongoing lottery draws. This underlying payout
ratio corresponds to the expected payout ratio for the organisa-

tion of secondary lotteries.

There may be deviations from this expected value during the
actual draws of secondary lotteries. Such deviations are chance
effects and represent statistical fluctuations of the ratio of pay-
outs to stakes. A payout ratio above the expected value results
in revenues below the expected revenue figure, while a lower
payout ratio increases actual revenues in comparison to the

expected figure.

In order to aid comprehension of the consolidated annual finan-
cial statements and earnings, the effect of deviations between

the expected and actual payouts is stated in the following.

Consolidated revenues grew by 16.5% from EUR 89,551 thou-
sand to EUR 104,370 thousand in 2010. Adjusted for the chance
effects described above, revenues in 2010 would have grown by
3.0% from EUR 116,300 thousand to EUR 119,765 thousand. In
fiscal year 2010, the actual payout ratio varied by 7.8 %-points

(prior year: 13.6 %-points) from the expected value.

Development of orders
Due to the nature of the business model, it is not expedient to
disclose the development of orders. Brokerage and game orders

from customers are regularly carried out very soon after receipt.

Development of key income statement positions

Due in particular to the strong decrease in headcount in 2009,
personnel expenses were below the prior-year figure and
amounted to EUR 11,815 thousand (prior year: EUR 12,524
thousand). The personnel expense ratio fell by 2.7 %-points to
11.3%.

In fiscal year 2010, there was a year-on-year increase in other
operating expenses of 17.6% to EUR 64,419 thousand (prior
year: EUR 54,787 thousand). The development in detail was as

follows:

Marketing expenses grew by 52.9% to EUR 11,471 thou-
sand (prior year: EUR 7,500 thousand), whereby marketing

activities focused in particular on the Abroad segment.

Direct operating expenses rose by 18.5% to EUR 33,963
thousand (prior year: EUR 28,668 thousand). This item is
strongly influenced by licence and operator fees as well as
costs in connection with hedging transactions of MylLotto24
Limited. The latteramounted to EUR 15,334 thousand in the
period under review (prior year: EUR 11,987 thousand).

Other operating expenses increased by 2.0% to EUR
18,985 thousand (prior year: EUR 18,619 thousand). This
slight increase was largely due to costs for outsourcing
necessitated by restructuring, which was only utilised from
the second quarter of 2009 onwards, as well as increased
consultancy fees, especially for legal advice. The prior-year

period was burdened by restructuring costs.
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Other operating income amounted to EUR 4,981 thousand (prior
year: EUR 3,641 thousand). This item mainly consists of income

from hedging transactions.

In comparison with the previous year, amortization/depreciation
onintangible assets and property, plantand equipment grew by
EUR 31 thousand (+1.1%) to EUR 2,860 thousand in fiscal year
2010. The development was in line with the volume of invest-

ments made.

FINANCIAL POSITION

Principles and objectives of financial management

Tipp24 operates a decentralised capital management system.
All major decisions concerning the financial structure of the Ger-
many segment are taken by the Executive Board of Tipp24 SE.
Capital management activities of the Abroad segment are han-
dled by MyLotto24 Limited, with the exception of Tipp24 Ser-
vices Limited which operates its own capital management sys-
tem. The principles and objectives of financial management are
described below, while the risks to which Tipp24 is exposed are

described in the currentrisk report.

Liquid funds covering short-term liabilities from betting oper-
ations are to be invested in safe investment categories. The
majority of these investments should be short-term. This
short-term nature is mainly achieved by investing in highly
liquid securities. A statistically proven base amount is to be

invested over a medium-term period of one to four years.

Equity which exceeds the targeted equity ratio of around
35% for ensuring the Company’s stable financial position,
is to be used for investments and other growth finance in
line with our growth strategy. Liquid funds covering equity
which have not yet been employed are also to be invested
in safe short-term categories. In the medium term, Tipp24
may also leverage its financial position by means of inter-
est-bearing debt. We shall continue to use equity capital
which is not required for the Company’s strategic objectives
to pay dividends to our shareholders and buy back shares
from the market. However, the above mentioned optimisa-
tion of equity is only prudent and possible when MyLotto24
Limited can distribute a dividend to Tipp24 SE again.

Financial analysis of Tipp24
The financial situation of Tipp24 is predominantly characterized

by short-term other liabilities and equity.

Short-term other liabilities are mainly owed to customers from
advance payments and payouts not yet made as of the balance
sheet date, as well as to gaming licensors from licence and op-
erator fees. In the period under review, short-term other liabilities
fell by 41.2% to EUR 17,536 thousand (prior year: EUR 29,823
thousand). There are also trade payables and tax liabilities which
grew by 53.9% to EUR 10,754 thousand in the period under re-
view (prior year: EUR 6,989 thousand).

As of the end of the reporting period 2010, there were only long-
term liabilities of EUR 181 thousand in the form of deferred tax
liabilities (prior year: EUR 752 thousand). Tipp24 has not taken

outany long-term interest-bearing debt.

Equity consists of accumulated profits, less loss carryforwards,
from capital contributions in the Company’s early phase (1999
and 2000), and from the additional equity generated by our IPO.
In addition, Tipp24 SE sold all 361,180 of its treasury shares on
28 September 2010, corresponding to around 4.5% of capital
stock. Authorized by a resolution adopted by the Annual Gen-
eral Meeting of 16 June 2009, the company sold the treasury
shares at a price of 25 euros per share by means of a book-
building process. As a result, Tipp24 SE received a further EUR
8,950 thousand in equity after deduction of transaction costs
paid. At the end of the reporting period 2010, the equity capital
of Tipp24 amounted to EUR 92,921 thousand (prior year: EUR
64,399 thousand), corresponding to an equity ratio of 71.5%
(prior year: 59.6%).

In summary, the equity ratio — i.e. the ratio between equity and

total capital — is our key indicator for financial analysis.
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Key cash flow positions in EUR thsd.
Cash flow from operating activities
Cash flow from investing activities
Cash flow from financing activities
=Change in cash

Changes due to consolidation

Cash at the beginning of the period
Change in pledged cash

=Cash at the end of the period
Short-term financial assets

Available funds

(Rounding differences possible due to presentation in EUR thousand)

Significance of off-balance-sheet financial instruments

for the financial position

Off-balance-sheet financial instruments do not play a significant
role in financing Tipp24. A bank guarantee facility in the amount
of EUR 240 thousand has been taken out to secure future obli-
gations under rental agreements for office space. Furthermore,
Tipp24 had off-balance-sheet future obligations from operat-
ing lease agreements for offices, company cars and technical
equipment in the amount of EUR 1,348 thousand (prior year:
EUR 1,228 thousand).

Investment analysis

In the period under review, investing activities resulted in net
cash flow of EUR -48,446 thousand (prior year: EUR +25,579
thousand). Proceeds and disbursements from financial invest-
ments resulted in net cash flow of EUR -36,431 thousand (prior
year: EUR +32,443 thousand). Net cash flow from investments
in our operating business totalled EUR -12.015 thousand (prior
year: EUR -6,864 thousand). It was invested mainly in the cur-
rent project to renew gaming software, as well as in the ongoing
expansion and continual updating of live systems. Systems are
continually expanded and updated in line with growing capac-
ity requirements, as well as changing security standards and

technologies.

2010 2009
14,081 30,217
-48,446 25,579
8,950 7,723
-25,415 48,072
11 28
69,111 20,711
1,033 299
42,673 69,111
48,226 11,796
90,899 80,907

Liquidity analysis

At EUR 14,081 thousand, cash flow from operating activities
was lower in the period under review than in the previous year
(EUR 30,217 thousand). The difference was mainly due to the
net change in other assets and other liabilities, as well as a

reduction in deferred income.

Cash flow from investing activities fell by EUR 74,024 thousand
to EUR -48.446 thousand, as explained in the investment analy-

sis section above.

Cash flow from financing activities amounted to EUR 8,350
thousand (prior year: EUR -7,723 thousand), due to the above

mentioned sale of treasury shares.

Tipp24 has available funds in the form of cash and short-term
financial assets of EUR 90.9 million. This ensures that our oper-
ator of secondary lotteries, MylLotto24 Limited, always has suf-
ficient short-term liquidity for the swift payment of high jackpot

winnings.
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BALANCE SHEET STRUCTURE in EUR million

108:1 130.0 130.0 108:1
2009 2010 2010 2009
Current assets O 89.8 100.6 36.9 43.0 O Current liabilities
Non-current assets (] 18.3 29.4 0.2 0.8 [} Non-current liabilities
929 64.4 O Equity

ASSET SITUATION

Asset structure

The assets of Tipp24 mainly comprise current assets amount-
ing to EUR 100,569 thousand (prior year: EUR 89,827 thou-
sand). These consist largely of cash (EUR 42,673 thousand),
short-term financial assets (EUR 48,226 thousand) and other
assets and prepaid expenses (EUR 7,964 thousand). Moreover,
Tipp24 has intangible assets (mainly software) amounting to
EUR 23,863 thousand, financial assets of EUR 1,600 thousand,
property, plant and equipment (mainly hardware and office
equipment) amounting to EUR 1,459 thousand and deferred tax

assets amounting to EUR 2,521 thousand.

The development of assets mainly reflects increased revenues
and the development of earnings. As a result of the sale of treas-
ury shares on 28 September 2010, cash also increased by EUR
8,950 thousand.

Assets not recognized

On 23 September 2009, MyLotto24 Limited, a fully consolidated
minority holding of Tipp24 SE, recorded a jackpot win of EUR 31.7
million for one of its players in a secondary lottery it had organ-
ized. Revenue was reduced by the same amount. The jackpot
payout was insured for an amount of EUR 21.7 million. After the
insurance case developed into litigation in early 2010, the entire
amount of the receivable due from the insurance company total-
ling EUR 21.7 million was classified in the annual financial state-
ments 2009 as a contingent receivable and is thus no longer

carried in the balance sheet.

As in the past, Tipp24 also does not recognize self-produced
assets, such as customers, brands and gaming software, in its
financial statements. Against the backdrop of the legal uncer-
tainty in Germany, these assets are at least temporarily exposed
to significant risks. The considerable costs incurred for the inter-
nal development of new gaming software — especially personnel
expenses — were not capitalised as they do not meet all criteria
prescribed by IAS 38.57.
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Significance of off-balance-sheet financial instruments

for the asset situation

Tipp24 has future obligations from agreements totalling EUR
20,481 thousand. These contain obligations from services,
cooperation, insurance, maintenance and license agreements.
There are also obligations from an operating lease with a present
value of EUR 1,348 thousand.

Employees

In addition to the Executive Board and the general managers of
the consolidated companies, Tipp24 had an average of 121 full-
time employees (year-end: 127) and two apprentices in 2010.
The average age was 34. There were also an average of 28 stu-

denthelpers in 2010, generally working a 20-hour week.

The regular working week in both the Germany and Abroad seg-
ments comprises 40 hours. There are no applicable works agree-
ments or collective wage agreements in place in the Germany
segment. A works council has not been set up. In the Abroad
segment, there are tariff agreements according to the particular

location.

In the period under review, Tipp24 invested EUR 135 thousand
(prior year: EUR 379 thousand) in external training activities. In
addition, all employees take part in regular training measures

within their respective departments.

Based on current information, Tipp24 regularly ensures compli-
ance with all industrial health and safety standards required by

law. There were no industrial accidents in 2010.

Other intangible assets

The value of Tipp24’s organisational and process advantages
— especially those of its minority shareholdings — results from
our high processing expertise and the technical reliability of self-
developed software.

NUMBER OF EMPLOYEES/PERSONNEL EXPENSES

i
2008 2009 2010

o number O 185 132 121

of employees

Personnel 12,667 12,524 11,815

expenses

in EUR thsd.

OVERALL STATEMENT ON ECONOMIC POSITION

Management’s assessment of the economic position

In the second year after implementation of the second stage of
the GIUStV in Germany, and the resulting enforced termination of
Tipp24's brokerage of state-run lotteries in Germany, business
activities in the Abroad segment continued to make good pro-
gress and slightly exceeded the high level of 2009. Against this
backdrop, we continue to regard Tipp24’s situation as generally
robust: Tipp24 has sufficient resources to successfully prevail
even in the face of significant negative regulatory conditions.
Above all, however, in view of what we regard as the obvious in-
compatibility of current gaming legislation in Germany with EU
and anti-trust law, especially with regard to ongoing constitution-
al reservations, we believe thatitis unlikely that such legislation
can prevail in the long term. This belief has been confirmed by

the ECJ with regard to its incompatibility with EU law.
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At the same time, the Executive Board sees the opportunity
for sustained encouraging growth in the medium term. In com-
parison with other sectors, the online lottery marketin Germany,
Spain, ltaly and the UK is still underdeveloped — there is there-
fore a strong probability that the sector will enjoy significant
growth in the coming years. Tipp24 is excellently positioned to
benefit strongly from such growth. Furthermore, we see attract-
ive additional potential in new product categories and in the
course of ongoing deregulation of European lottery markets.
Tipp24 has extensive financial liquidity, mainly from equity
capital. This provides considerable scope to grasp future growth

opportunities — for example by means of acquisitions.

Influence of balance sheet policy on the economic position

Our balance sheet consists to a large extent of liquid funds
covered by equity. They provide a solid basis for our growth
strategy and for any new growth opportunities resulting from a

change in the regulatory environment.

DISCLOSURES AND EXPLANATIONS PURSUANT
TO TAKEOVERS

The following disclosures are in compliance with § 315 (4) Ger-

man Commercial Code (HGB):

As of 31 December 2010, the Company’s subscribed capital
amounts to EUR 7,985,088.00 divided into 7,985,088 no-
par value registered shares. The shares are fully paid. Each
share entitles the owner to one vote and is decisive for the

respective share of profit.

The following direct or indirect holdings in the Company’s
share capital, in excess of 10% of total voting rights, were
reported to the Company pursuant to § 21 WpHG during the
period under review or at an earlier pointand did not change

during the period under review:

Name, location Shareholding Reporting date
Othello Drei Beteiligungs GmbH 270.17% 25 August 2010
& Co. KG, Hamburg (directly)
Othello Drei Beteiligungs- 27.17% 25 August 2010
Management GmbH, Hamburg (attributable)
GW Card Holding GmbH, 27.17% 25 August 2010
Hamburg (attributable)
Gunther Holding GmbH, 27.17% 28 April 2008
Bamberg (attributable)

The following statutory regulations and provisions of the
Companys Articles apply for the appointment and dismissal
of Executive Board members as well as forany amendments

to the Company’s Articles:

The members of the Executive Board of Tipp24 SE are ap-
pointed by the Supervisory Board for a period of no more
than five years (Art. 9 (1), Art. 39 (2] and Art. 46 SE-Regula-
tion, §§ 84, 85 of the German Stock Corporation Act (AktG),
§ 6 (2] of the Articles). Members may be re-appointed for
further periods of no more than five years. Members of the
Executive Board are appointed with a simple majority of the
votes cast by the Supervisory Board. In the event of a tie,
the Chairman has two votes in a second vote on the same
matter if a tie also results (§ 13 (6) of the Articles). If a nec-
essary member of the Executive Board is missing, the court
may appoint a member in urgent cases and on application
of a person involved in accordance with § 85 AktG. The Ex-
ecutive Board consists of one or more persons pursuant to
§ 6 (1] of the Company's Articles. Otherwise, the Superviso-
ry Board determines the number of members of the Execu-
tive Board. In accordance with § 84 (2) AktG, the Supervisory
Board appoints a Chairman of the Executive Board; as there
is only one member of the Executive Board at present, this

has notyet been done.

Resolutions concerning changes of the Company’s Articles
must be adopted by the Annual General Meeting. Pursuant
10§21 (1) sentence 2 of the Articles, and unless otherwise
prescribed by law, amendments to the Articles require a ma-

jority of two thirds of votes cast or, providing half the share

1 GW Card Holding GmbH was renamed Ginther Holding GmbH as of 01.01.2011.
2 Ginther Holding GmbH was renamed Ginther GmbH as of 01.01.2011.



Group Management Report Tipp24 SE Annual Report 2010 27

capital is represented, a simple majority of the votes cast.
The Articles make use of the option available under § 51
sentence 1 SE-Implementation Act, which in turn is based
on § 59 (1] and (2) SE-Regulation. A larger majority, for ex-
ample, is required to change the purpose of the Company
and to relocate its head office to another member state
(§ 51 sentence 2 SE-Implementation Act). The Supervisory
Board is authorised to resolve amendments to the Articles of
Association that only concern the formal wording (§ 179 (1)
sentence 2 AktG and § 16 of the Articles). The last amend-
ments to the Articles of Tipp24 SE were adopted by the
Annual General Meeting of 8 June 2010; § 18 of the Articles
regarding video and/or audio transmission of the Annual
General Meeting was revised. At the same time, § 19 of the
Articles regarding the exercise of voting rights by proxies at

the Annual General Meeting was also revised.

The Executive Board has the following authorisations to

issue shares and to purchase or use treasury shares:

There is no Authorised Capital at present which would au-

thorise the Executive Board to issue shares.

Pursuant to § 4 (4) of the Company's Articles, there is a Con-
tingent Capital of EUR 500,000, whereby the contingent
capital increase is only implemented to the extent that the
holders of stock options issued under the 2005 stock option
plan exercise their option rights and the Company does not
grant treasury shares or make a cash payment in order to
satisfy the stock options. In the period of authorisation, a
total of 18,000 stock options were issued under the 2005
stock option plan, of which 4,000 were satisfied with the
Companys treasury shares and 14,000 have still not been
exercised. Further tranches of the 2005 stock option plan

can no longer be issued due to the plan’s expiry.

The Executive Board is not currently authorised to purchase
treasury shares. On 28 September 2010, Tipp24 SE sold all
361,180 treasury shares acquired on the basis of earlier
authorisations, ata price of EUR 25 per share by means of a

bookbuilding process.

Tipp24 SE has concluded the following compensation agree-

ment with Executive Board members:

(i) If a member of the Executive Board agrees to be reap-
pointed on the basis of the contractual conditions offered,
the Executive Board member shall receive maximum com-
pensation of half an annual gross salary if the company is
then culpable in failing to reappoint said member. (i) If an
appointment to the Executive Board is effectively revoked,
the Executive Board member has the right to claim com-
pensation amounting to the remaining gross salaries, but
limited to two annual gross salaries. (iii) Should another en-
terprise gain control of the company and the appointment of
an Executive Board member is revoked within one year, this
Executive Board member has the right to claim compensa-
tion amounting to the remaining gross salaries, but limited

to three annual gross salaries.

SUBSEQUENT EVENTS

On 19 January 2011, Tipp24 SE informed the capital market
via ad-hoc announcement that on the basis of preliminary and
unaudited calculations its own forecasts for fiscal year 2010 had

been significantly exceeded.

On 31 January 2011, the new gaming software developed
over the past two-and-a-half years was put into operation in the
Abroad segment as scheduled. There were no significant disrup-

tions to operations.

The Chairman of the Supervisory Board of Tipp24 SE, Klaus F.
Jaenecke, has informed the company’s Executive Board on
18 February 2011 that he will resign from the Supervisory Board

on completion of the Annual General Meeting 2011.
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REPORT ON EXPECTED DEVELOPMENTS
AND ASSOCIATED MATERIAL OPPORTUNITIES
AND RISKS

RISK MANAGEMENT

The operating responsibility for risk management is anchored
within the two business segments. In addition to the risk situ-
ation of Tipp24 SE, the Executive Board of Tipp24 SE assesses
the risk position of the associated companies in the Abroad
segment on the basis of risk reports provided as part of regular
reporting duties, as well as special reports about the occurrence
or change of particular risks, and the audit reports of the respect-
ive external auditors. The risk management system as a whole
and the implementation of a risk early warning system mainly
follows the same guidelines in the individual segments. These
guidelines are based on the scale of business and the respective

size of the individual segments.

In summary, Tipp24 is exposed to the typical sectorand market
risks associated with the economic activities of an internationally
operating company in the Internet sector. In addition, there are
market-typical regulatory risks in individual lottery markets from
possible changes in the respective legal and political situation.
Finally, there are specific risks associated with the organisation
of secondary lotteries. These concern the statistical variations
regarding the size of payouts as well as the increased risk of ma-
nipulation compared to the pure brokerage of lottery products.

The realisation of one or more of these risks may materially im-
pact Tipp24’s business and have significant adverse effects on

its net assets, financial position and results of operations.

The management teams of the respective segments take these
risks very seriously and considers them in its operating and stra-
tegic decision processes: the development of the relevant risks
is constantly monitored, whereby both currentand future poten-
tial dangers are considered with the focus on early recognition,

evaluation, prevention and control of risks.

The systems putin place enable Tipp24 to quickly recognize the
relevant risks in its segments and overall, as well as to evaluate

such risks and take measures as quickly as possible.
Tipp24's risk management can be described as follows:

Operating risks are monitored by regularly reviewing financial
and other key ratios. The monitoring frequency, designated
controlling responsibility and determined rules of procedure
for defined deviations from target values are stipulated for each
ratio. In the case of technology risks, pre-defined emergency
procedures are implemented. Furthermore, the development of
security standards is continually monitored and corresponding

adjustments are regularly made to security systems.

Legislation changes in those markets in which Tipp24 operates
are also regularly evaluated, with the help of legal advisors where
necessary. In this way, unusual events can be swiftly recognized

and suitable measures initiated.

The statistical risks of organising secondary lotteries are moni-
tored by the statistical assessment of the gaming systems
offered and the corresponding expected stakes. Under consid-
eration of the available hedging instruments, such as jackpotin-
surance policies, itis ensured that sufficient liquidity to pay out

jackpots in the respective gaming systems is always ensured.

The risk management system is firmly anchored in the respect-
ive segments at management level and continually monitored
and updated. The Executive Board is regularly informed about the
risk evaluation results. We are convinced that the early warning
and risk management systems which Tipp24 has implemented
are well suited to quickly recognizing and dealing with dangers
for Tipp24 resulting from possible risks. The risk early recognition
system has been formally documented. Itis regularly monitored

and adapted where necessary.
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PRESENTATION OF INDIVIDUAL RISKS

We have identified the following main specific risks for Tipp24’s

business:

Market and sector risks

General market risks

Business is dependent on the development of the markets in
which Tipp24 operates. In particular, a negative development of
the lottery markets, due for example to a decline in advertising,
areduction in the product portfolio of game operators or a statis-
tically unusually long period without relevant jackpots may all
negatively impact growth. The entry of further competitors into
the lottery markets, especially online, may also restrict further
growth. Finally, there is a possibility that use of the Internet itself
may decline. This would also have a significant detrimental effect
on Tipp24's business activities. We believe, however, that this is

unlikely to happen.

Risks from economic development

The gaming behaviour of customers in those markets of Tipp24's
consolidated companies has so far been largely unaffected by
macroeconomic fluctuations experienced since the launch of
gaming operations in 2000. Nevertheless, a possible, exception-
ally strong economic downturn triggered by the global financial
crisis may adversely affect the gaming behaviour of our custom-
ers in certain or all countries in which Tipp24 operates, and thus
also impact the earnings, financial position and net assets of
Tipp24.

Financing and currency risks

As Tipp24 conducts a significant proportion of its business in
Euro, there is no significant currency risk for its core activities.
The UK companies are exposed to a currency risk regarding the
British Pound. The profit margins of these companies may be af-
fected by currency fluctuations. Foreign associated companies
are economically autonomous within their respective markets.
This is underlined by the fact that they have local general man-
agers who are also responsible for controlling the respective

financing and currency risks.

Risks in the execution of large development projects

The operating companies in the Abroad segment of Tipp24 have
invested in the international standardisation and improvement of
their gaming software over the past two-and-a-half years as part
of a very large development project involving several external
partners and binding considerable internal resources. This soft-
ware was put into operation in late January 2011 without any
significant disruptions. Nevertheless, there is a risk that in the
course of operation — and especially during the start-up phase
— material development errors may occur which restrict or de-
lay the full usage of the software. This may lead to considerable
subsequent investments for improvement work, the restriction
of gaming operations and an adjustment of the carrying value
of capitalised development costs, which in turn would have a
significant adverse effect on the earnings, financial position and

netassets of Tipp24.

Risks from the processing of gaming operations

Tipp24 is dependent on the use of automated processes for
handling gaming agreements, whose efficiency and reliability is
in turn dependent on the functionality and stability of the under-
lying technical infrastructure. The functional ability of the servers
and the related hardware and software infrastructure is of con-
siderable significance for the business of Tipp24, as well as for
the reputation and attractiveness of its services for customers.
The risk of a failure of all relevant components for gaming oper-
ations (e.g. database servers, application servers, web servers,
firewalls, routers] is countered by either using redundant sys-
tems or entering into maintenance contracts with correspond-

ingly shortreaction times.
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Risks from payment transactions

National or international payment transaction restrictions may
be introduced in connection with the further regulation of gam-
ing markets. Moreover, the number of available payment service
providers for the gaming market is restricted. As a consequence,
there is a risk that such providers may leave this market seg-
ment and no suitable replacement may be available for Tipp24,
even at a higher cost. Whereas cost increases for payment
transactions would have a negative effect on the profitability
of individual or even all Tipp24 companies, payment transac-
tion restrictions or a lack of available payment service providers
might have a significant adverse effect on the business activities
of Tipp24.

Risks from financial investments

Tipp24 has cash in Germany and abroad totalling EUR 42,673
thousand held in accounts with various major European banks.
There is no evidence of any significant default risk. Should the
global financial crisis deepen further and should — against all ex-
pectations — neither the national bank support systems nor the
support packages provided by the leading industrialised states
fail to avert the collapse of individual banks, this may result in
the breakdown of various or possibly all credit institutes as well
as all national support systems. Such a scenario may lead to the
partial or complete loss of our cash deposits. Short-term financial
assets of EUR 48,226 thousand are invested widely and com-
prise mainly investments with high credit ratings. The collapse
of individual issuers of such securities may lead to the partial or
complete loss of these financial assets. The financial assets and
cash deposits currently held also bear a significantinterest risk.
A further reduction in interest rates may mean that no income

can be generated from cash deposits and financial assets.

Personnel risks

Even with careful selection and responsible staff management,
it cannot be ruled out that a significant number of even experi-
enced employees may leave Tipp24 within a short period of
time. At the same time, the recruitment of new staff for these
vacant positions may be time-consuming and costly. In spite of
stand-in regulations, this could have a material effect on Tipp24's
netassets, financial position and results of operations. New staff
are carefully selected, often with the help of personnel consult-
ants. Within each segment, responsibilities, goals and key suc-
cess parameters are discussed on a regular basis with each em-
ployee. Performance checks are carried out to ascertain whether
these goals and parameters have been fulfilled and feedback
given to employees in regular performance reviews. These re-
views are also used to determine employee satisfaction. The re-
sults of these reviews are regularly evaluated in order to counter

any undesired trends.

General business risks

At the beginning of the fiscal year 2009, the Company’s busi-
ness fields were reorganised. As a result, the ongoing develop-
ment in line with this growth of appropriate internal organisa-
tional and risk monitoring structures that allow early recognition
of undesirable developments and risks — particularly in the IT
area — was and remains a constant challenge. Further expansion
of business in new markets and new product areas is planned
for the years ahead. The challenge will continue to be to identify
existing and new risks, and to assess them correctly in a timely
manner, as well as to further develop the existing organisational
and risk monitoring system appropriately and promptly. If gaps
or defects in the existing organisational and risk monitoring sys-
tem become evident in ongoing practice, or it is not possible to
create appropriate structures and systems promptly in connec-
tion with the further development of Tipp24, this could lead to
an impaired ability to recognize and manage risks, trends and

undesirable developments in a timely manner.
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Legal development in Germany

As aresult of the extensive Internet prohibition and other restric-
tions of the GluStV in Germany, we were still unable to pursue the
overwhelming proportion of our German business. In spite of the
ECJ ruling of 8 September 2010, that of the BVerwG on 24 No-
vember 2010 and those of various other administrative courts
which confirm our own assessment of the situation, there is still
arisk that this restrictive legal framework may be upheld in the

short to medium term.

Within the framework of its remit, the ECJ has examined the re-
strictions of the GIGStY with regard to its compliance with EU law
and in response to inquiries brought by several German courts
has confirmed reservations regarding the compliance of Ger-
many's gaming laws with EU law. In application of the principles
determined by the ECJ, the BVerwG also referred to the contra-
dictory nature of the German gaming monopoly. The application
of these instructions regarding interpretation, however, is initially
still the duty of the national authorities and courts in Germany.
In view of the doubts expressed by the supreme court, however,
there is a not insignificant probability that the national courts will
come to the conclusion, based on their own findings, that the
German monopoly regulations are incoherent and thus dispro-
portional. A coherent implementation of legislation intended to
prevent gambling addiction would not ignore what the ECJ and
BVerwG believe to be the most dangerous games (commer-
cial gaming machines), whose operation is currently allowed
and even facilitated for private persons — irrespective of which
legislator is responsible, federal or state. Moreover, the current
advertising methods of state-run lotteries are not conducive to
preventing gambling addiction. Such incoherencies justified the
decision that the European freedom of private persons to provide
services was restricted in a disproportional manner. The ECJ fur-
ther clarified that standards which infringe EU law could not be
tolerated even temporarily but were inapplicable. German author-
ities and certain courts are currently adopting the view that the

monopoly regulations may be ineffective, but that the need to

seek permission and the Internet ban were still effective. Based
on numerous legal analyses and court verdicts to the contrary,
we regard this view as incorrect. In the medium term, however, it
remains to be seen to what extent enforceable prohibition orders
can now be suspended or repealed by the courts and authorities
on the basis of the European instructions. However, the courts
must observe the interpretation of the ECJ which is binding in

respect of decisions for the authorities and courts.

In the short to medium term, Tipp24 is still restricted in its di-
rect access to the huge market potential of Germany, which it
was able to exploit in the past. Since the end of 2008, various
authorities have forbidden Tipp24 SE from brokering domestic
and foreign games to customers in Germany. For the time be-
ing, these prohibition orders are still enforceable — even after the
ECJ and BVerwG rulings. Tipp24 SE observes these regulations,
whereby it should be noted that Tipp24 SE has never brokered
foreign games. At the same time, some authorities also tried to
force Tipp24 SE by means of injunctions to abandon the busi-
ness model of the UK companies. These official orders are imme-
diately enforceable and failure to meet them would resultin coer-
cive payments. However, as Tipp24 SE is not authorised to give
directions to the UK companies (also before the sale of majority
voting rights to the Swiss foundation) and no further details were
provided as to how Tipp24 SE should achieve this with regard to
the UK companies and their activities, we regard these requests
as legally indeterminate and impossible to meet. This applies all
the more since control has been transferred. We therefore chal-
lenged these orders in court. In two cases of a prohibition order
and a coercive payment from January 2009, we failed to achieve
a court suspension. In a further case, the authority itself lifted a
prohibition order and two coercive payments following a notice
from the administrative court and recognition of their illegality.
In this case, no decision can be taken until principal proceedings
have been completed. As the UK companies manage their busi-
ness independently and Tipp24 SE cannot control them, we do

not expect any further coercive payments. In contrast to this, in
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summary proceedings of the Administrative Court of Hesse in
June 2010, it was assumed that Tipp24 SE controlled the offer-
ings of the UK companies despite the legal transfer of control.
With reference to these proceedings, the district government of
Dusseldorf imposed a fine of EUR 100,000 in July 2010 based
on the offerings of the UK companies and threatened further
coercive payments. Due to Tipp24 SE's inability to control these
companies, we regard this fine as a clear violation of valid law
and shall challenge itin court. Tipp24 SE appealed to the Admin-
istrative Court of Disseldorf, which has since pronounced that
the enforcement of such coercive payments must be temporar-
ily suspended until a decision is taken in the summary proceed-
ings. Against this backdrop, it cannot be excluded that certain
authorities will impose further coercive payments and regulatory
fines which will be upheld in court. Moreover, German authorities
are attempting to directly forbid or prevent the UK companies
from operating their own business model, even though the UK
companies operate on the basis of concessions issued by the
UK Gambling Commission and, according to the ECJ ruling on the
interpretation of EU law, German legislation is to be regarded as
incoherent and inapplicable. Even if the legal basis for such ac-
tion outside Germany is difficult to comprehend and its effect
questionable, it cannot be excluded that such measures would

hinder or prevent the business activities of the UK companies.

In their capacity as market participants, certain state lottery com-
panies also believe that the UK companies contravene the GIGStY
and are thus anticompetitive. Even if we assume that the UK
companies are acting legally on the basis of valid concessions
explicitly allowing the activity performed, it cannot be ruled out
that they will fail to assert their rights in German courts. We can-
not therefore exclude the possibility that the above mentioned
risks may lead to a significant restriction in the business activ-

ities of the UK companies.

Finally, Germany’s supervisory authorities still also regard skill-
based games as illicit gaming or for not permissible via the
Internet and have announced a ban. In their capacity as market
participants, certain state lottery companies are striving to forbid
skill-based games by attempting to legally enforce an alleged
contravention of German gaming law. We believe that the games
offered on the website operated by Tipp24 Entertainment GmbH
(www.tipp24games.de) are all knowledge-based or skill-based
games which do not require permission. It cannot be ruled out,
however, that we will fail to assert this claim in German courts.
In the German state of North-Rhine Westphalia, the respective
gaming authorities have issued a prohibition order against the
game »Hush Hasis Mau Mau« which is temporarily enforceable
in the area of the state. Should further games be removed from
the website in future for similar considerations, without the abil-
ity to create a replacement of equal value, this would represent a
significant restriction for the business of Tipp24 Entertainment
GmbH, which would lead to a reduction in the value of the intan-

gible assets disclosed in the balance sheet of Tipp24.

Bookmaking risk of MyLotto24 Limited

Statistical risks of winnings payouts

MyLotto24 Limited bears the bookmaking risks for secondary
lotteries based on various European lotteries. The payout ratios
are based on those offered by the organisers of the primary lot-
teries. Due to statistical fluctuation, these ratios may be greater
than the payout ratios determined by the gaming systems of the
primary lotteries — for example, 50% in the case of the German
Lotto. They may even be temporarily greater than the stakes
received by MylLotto24 Limited — as was the case in Septem-
ber 2009 — and thus have a significant negative effect on the
earnings, financial position and net assets of MylLotto24 Limited,
which through consolidation would also represent a burden for
Tipp24 as a whole. MyLotto24 Limited informs Tipp24 SE im-
mediately about individual payouts of at least EUR 5 million.

Tipp24 SE currently has a communication guideline which re-
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quires the publication of such notifications. It is generally as-
sumed that this announcement to the capital marketis included
in the company’s ad hoc disclosure obligations. However, such

notifications are checked in advance on a case-by-case basis.

Risks from the assertion of claims from hedging transactions

MyLotto24 Limited has partially limited its bookmaking risk by
conducting hedging transactions. The major winnings of EUR
31.7 million which MyLotto24 Limited experienced in September
2009 were thus also insured in the amount of EUR 21.7 million
by such hedging transactions. The insurer has since completely
rejected the claims from these transactions, so that MylLotto24
Limited must now enforce them in court. It cannot be fully ex-
cluded that the relevant courts fail to recognize the claims, in part
or as a whole, or that in the case of an out-of-court settlement
such claims are only met in part. The receivable is not carried in

the balance sheet.

It cannot be fully excluded that insurers fail to fulfil their pay-
ment obligations also in future and that such claims have to be
enforced in court. As such contingent receivables are not carried
in the balance sheet, such a refusal to pay would have no impact
on the earnings, financial position and net assets of MylLotto24
Limited, which through consolidation would also represent a bur-

den for Tipp24 as a whole.

Manipulation risks

There is a risk that the participation in a secondary lottery organ-
ised by MyLotto24 Limited may be manipulated. In particular,
participation may be subsequently simulated in knowledge of
the winning numbers. This would have a correspondingly nega-
tive impact on the earnings, financial position and net assets
of MyLotto24 Limited, which through consolidation would also

representa burden for Tipp24 as a whole.

MyLotto24 Limited has established extensive security systems
in order to counter this risk. All game numbers of the participat-
ing customers are stored redundantly on special manipulation-
protected systems with an unalterable time indicator prior to
the time of the draw. The calculation of winnings payouts is also
handled redundantly by the secure systems. There are regular

checks of winnings claims for every single game number. All

processes and results concerning winnings are constantly moni-
tored and audited by reputable independent auditors. Against

this backdrop, the risk of manipulation is regarded as low.

CONCLUDING STATEMENT CONCERNING
THE GROUP’S RISK SITUATION

As for all market participants, Tipp24 is exposed to certain busi-
ness risks which are involved in simply participating in market

activities.

On the one hand, these are general risks in connection with cy-
clical economic developments whose danger can be countered

to some extent by adopting a corresponding market positioning.

On the other hand, there are risks involved with the specific busi-
ness model, the regulatory environment and the Company’s geo-
graphic positioning. Under the given circumstances, Tipp24 has
found an optimal configuration which limits the Group’s overall

risk.

Even in the case of further unfavourable regulatory develop-
ments — such as permanent, legally valid confirmation of the
GIGStY — we do not believe our existence is endangered. Tipp24
has the necessary abilities and skills, as well as the personnel
resources and sufficient financial means, to successfully shift
the main focus of its strategy to the development of foreign
markets and the diversification of its product portfolio, as well
as further business alternatives still to be examined with regard

to continuing its business on along-term and profitable basis.

FORECAST AND OPPORTUNITY REPORT

In general, Tipp24 SE plans to clarify the legal and political condi-
tions for its business model in Germany by utilising all available
appeal possibilities and continuing its political lobbying. We aim
to resume business activities in Germany with the brokerage of
state-run lotteries as soon as possible. In addition, we intend to
expand the activities of Tipp24 Entertainment GmbH in the field
of skill-based games. According to the executive boards of our
minority shareholdings, the growth strategy in Europe is also to

be continued.
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Expected earnings position

Tipp 24 still plans to clarify the legal and political conditions in
Germany by utilising all available appeal possibilities and con-
tinuing its political lobbying, We aim to resume our business ac-
tivities in Germany — brokering state-run lotteries — as swiftly as
possible. Tipp24 therefore appeals to the persons responsible
to use the current opportunity to create sensible and forward-

looking conditions for the online brokerage of harmless lotteries.

According to the executive boards of our minority shareholdings,

the growth strategy in the rest of Europe is also to be continued.

For its fiscal year 2011, Tipp24 expects revenue and EBIT to
reach at least the level of last year (EUR 104 million and EUR
30 million]. This forecast takes into consideration uncertainties
regarding negative statistical fluctuations and increased costs

for re-establishing business in Germany of up to EUR 10 million.

Should the current legal and economic conditions remain stable
beyond 2011 and into 2012, the forecast for 2011 can also be
applied in the same way to fiscal year 2012. Against the back-
drop of a very unsettled regulatory environment, however, this

forecastis still subject to significant uncertainties.

Expected financial position

We aim to reduce our equity ratio in the coming years with the
following measures: expansion of business and thus of debt
from gaming operations, partial exchange of equity for interest-
bearing debt, distribution of dividends, and share buyback pro-
grammes. However, Tipp24 SE still bears considerable running
costs — mainly for administration and legal advice — but has
very few revenue streams itself from its own activities. At the
same time, the profits of associated companies in the Abroad
segment are currently being carried forward and not distributed
to Tipp24 SE. Tipp24 SE will therefore not be in a position to dis-
tribute dividends again until the legal situation in Germany has
been settled in its favour.

We expect capital expenditure to be well below the prior-year
value in 2011. Investments are planned mainly in the Abroad
segment and will focus partly on residual work for the new gam-
ing software recently putinto operation. In addition, investments
will continue to be made in steadily improving the performance
of the system components used, updating standard software,
and replacing outdated hardware. We expect a total investment
volume of around EUR 7 million for 2011. Investments in 2012

are expected to be less again at EUR 3—5 million.

Significant opportunities

In the above-mentioned discussions of the legal framework, we
believe it is unlikely that Germany's legislators will act against
valid law and political common sense by restricting the grow-
ing market of online lottery brokerage. The recently announced
verdict of the ECJ on 8 September 2010, as well as verdicts of
Germany’s anti-trust authorities and subsequent courtinstances
for EU anti-trust legislation, various temporary verdicts at German
administrative and civil courts, and supplementary regulations
and official pronouncements on a European level may also result
in steps towards deregulation in the medium term with a direct
or indirect impact on lotteries. With its international alignment,
Tipp24 may benefit more than average from such a develop-
ment: above all, it would allow Tipp24 SE to resume operations
on the German market, it would enable further internationalisa-
tion and thus significantly increase access to our product port-
folio and enable Tipp24 to enter new markets with its existing

products.
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CONSOLIDATED INCOME STATEMENT

FOR THE PERIOD 1 JANUARY TO 31 DECEMBER ACC. TO IFRS

in EUR

Revenues

Other operating income

Total operating performance

Operating expenses
Personnel expenses

Amortization/depreciation on intangible
assets and property, plantand equipment

Other operating expenses
Total marketing expenses
Total direct costs of operations
Total other costs of operations
Result from operating activities (EBIT)
Revenues from financial activities
Expenses from financial activities
Financial result
Result from ordinary activities
Income taxes

Consolidated net profit

Earnings per share (undiluted and diluted, in EUR/share)

Weighted average of ordinary shares outstanding
(undiluted and diluted, in shares)

17

20

20

20

21

15

2010

104,369,984.28
4,981,099.79
109,351,084.07

-11,815,378.23

-2,859,569.44
-64,418,502.79
-11,470,621.59
-33,962,993.40
-18,984,887.80

30,257,633.61

633,568.13
-147,652.38
485,915.75
30,743,549.36
-11,192,235.50
19,551,313.86

7,715,614

2009

89,551,126.83
3,640,724.47
93,191,851.30

-12,524,273.69

-2,828,517.13

-54,786,773.04

-7,499,855.55

-28,668,335.88
-18,618,581.61

23,052,287.44
2,184,874.31
1161,332.34
2,023,541.97
25,075,829.41
-7,593,727.15
17,482,102.26

7,730,961
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FROM 1 JANUARY TO 31 DECEMBER ACC. TO IFRS

2010 2009
inEUR Notes
Net profit for the period 19,551,313.86 17,482,102.26
Other result
Unrealised gains/losses from revaluation
of financial assets held for sale 15 8,102.19 -245,966.14
Other result after tax 8,102.19 -245,966.14

Total net profit after tax 19,559,416.05 17,236,136.12
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CONSOLIDATED BALANCE SHEET
AS OF 31 DECEMBER ACC. TO IFRS

31 Dec.2010 31 Dec. 2009
ASSETS in EUR Notes
Current assets
Cash 5 42,6¢3,131.77 69,110,738.74
Pledged cash 5 1,283,533.24 250,567.50
Short-term financial assets 5 48,226,340.87 11,795,863.96
Trade receivables 6 26,638.77 9,918.52
Income tax refund claims 7 395,910.63 1,173,834.33
Otherassets and prepaid expenses 8 7,963,908.08 7,486,472.61
Total current assets 100,569,463.36 89,827,395.66
Non-current assets
Intangible assets 9 23,863,458.12 14,227,920.03
Property, plant & equipment 10 1,458,708.77 1,942,198.82
Financial assets 11 1,600,000.00 1,650,000.00
Deferred tax assets 21 2,521,421.46 475,338.36
Total non-current assets 29,443,588.35 18,295,457.21

130,013,051.71 108,122,852.87
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31Dec.2010 31 Dec. 2009
EQUITY & LIABILITIES in EUR Notes
Current liabilities
Trade payables 5,834,006.71 5,256,097.62
Other liabilities 12 17,536,134.51 29,823,219.70
Financial liabilities 25 87,321.49 104,037.90
Deferred income 14 4,561,252.98 3,968,513.54
Income tax liabilities 4,920,282.20 1,032,919.61
Short-term provisions 13 3,971,963.56 2,086,595.02
Total current liabilities 36,910,961.45 42,971,383.39
Non-current liabilities
Long-term provisions 13 0.00 147,500.00
Deferred tax liabilities 21 181,273.85 604,865.12
Total non-current liabilities 181,273.85 752,365.12
Equity
Subscribed capital 15 7,985,088.00 7,985,088.00
Capital reserves 15 43,814,586.79 39,342,251.01
Other reserves 15 -125,387.58 -146,285.77
Retained earnings 15 41,246,529.20 21,103,974.16
Own shares 15 0.00 -3,885,923.04
Total equity 92,920,816.41 64,399,104.36

130,013,051.71 108,122,852.87
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE PERIOD 1 JANUARY TO 31 DECEMBER

2010 2009
inEUR
Profit before tax 30,743,549.36 25,075,829.41
Adjustments for
Amortization/depreciation on non-current assets 2,859,569.44 2,828,517.13
Result from the disposal of non-current assets 2,456.67 29,879.80
Revenues from financial activities -633,568.13 -2,184,874.31
Expenses from financial activities 147,652.38 161,332.34
Changesin
Trade receivables -16,720.25 -4,603.55
Otherassets and prepaid expenses -477,435.47 6,879,552.77
Financial assets 50,000.00 -1,650,000.00
Trade payables 5¢77,909.09 433,744.88
Other liabilities -12,287,085.19 1,984,771.72
Financial liabilities -16,716.41 104,037.90
Short-term provisions 1,885,368.54 394,314.71
Deferred income 592,739.44 3,612,881.22
Other non-cash changes 12,796.00 -36,039.00
Non-current provisions -147,500.00 147,500.00
Interest received 632,011.73 2,911,412.41
Interest paid -147,652.38 -161,332.34
Taxes paid -9,696,623.58 -10,310,385.16

Cash flow from operating activities

Financial investments (short-term)

Proceeds from financial investments (short-term)

14,080,751.24

-96,938,530.92
60,507,539.96

30,216,539.93

0.00
32,443,054.86

Investments in company acquisitions 0.00 -27,665.82
Investments in intangible assets -11,419,115.61 -6,258,507.62
Proceeds fromintangible assets 96,000.00 0.00
Investments in property, plantand equipment -702,583.61 -1,063,466.69
Proceeds from property, plant and equipment 11,194.20 485,144.20

Cash flow from investing activities

-48,445,555.98

25,578,558.93



Consolidated Financial Statements Tipp24 SE Annual Report 2010

Notes 2010 2009
in EUR
Purchase of treasury shares 0.00 -3,885,923.04
Sale of treasury shares 8,949,500.00 0.00
Dividend payments 0.00 -3,836,923.50
Cash flow from financing activities 8,949,500.00 -7,722,846.54
Change in cash -25,415,304.74 48,072,252.32
Cash at the beginning of the period 69,110,738.74 20,711,388.10
Changes due to consolidation 10,663.51 27,665.82
Change in pledged cash -1,032,965.74 299,432.50
Cash at the end of the period 42,673,131.77 69,110,738.74
Composition of cash at the end of the period
Cash 5 43,956,665.01 69,361,306.24
Pledged cash 5 -1,283,533.24 -250,567.50

42,673,131.77 69,110,738.74
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

in EUR

As at 1 January 2009
Capital reduction

Reduction of retained
earnings due to collection
of own shares

Withdrawal from capital
reserves

Contribution to capital
reserves

Purchase of treasury shares

Adjustment of balance
sheetloss

Share-based payments
Dividend payments
Otherresults
Net profit 2009
Total net profit 2009
As at 31 December 2009
As at 1 January 2010
Sale of treasury shares

Adjustment of balance
sheetloss

Share-based payments
Otherresults
Net profit 2010
Total net profit 2010
As at 31 December 2010 !

Y Explanation cf. Note 15

Share
capital

8,872,319.00

-887,231.00

0.00

42,120,000.00

-42,120,000.00

0.00

0.00
0.00
0.00
0.00
0.00
0.00
7,985,088.00
7,985,088.00
0.00

0.00
0.00
0.00
0.00
0.00
7,985,088.00

Capital
reserves

41,143,321.36
887,231.00

-1,268,599.01

-42,120,000.00

42,120,000.00
0.00

-1,419,702.34
0.00

0.00

0.00

0.00

0.00
39,342,251.01
39,342,251.01
8,949,500.00

-4,477,164.22
0.00
0.00
0.00
0.00
43,814,586.79

Other
reserves

135,719.37

0.00

0.00

0.00

0.00
0.00

0.00
-36,039.00
0.00

-245,966.14

0.00

-245,966.14

-146,285.77
-146,285.77
0.00

0.00
12,796.00
8,102.19
0.00
8,102.19
-125,387.58

Retained
earnings

19,499,242.01
0.00

-13,460,148.95

0.00

0.00
0.00

1,419,702.34
0.00
-3,836,923.50
0.00
17,482,102.26
17,482,102.26
21,103,974.16
21,103,974.16
-3,885,923.04

4,477,164.22
0.00

0.00
19,551,313.86
19,551,313.86
41,246,529.20

Own shares

-14,728,747.96
0.00

14,728,747.96

0.00

0.00
-3,885,923.04

0.00

0.00

0.00

0.00

0.00

0.00
-3,885,923.04
-3,885,923.04
3,885,923.04

0.00
0.00
0.00
0.00
0.00
0.00

Total
equity

54,921,853.78
0.00

0.00

0.00

0.00
-3,885,923.04

0.00
-36,039.00
-3,836,923.50
-245,966.14
17,482,102.26
17,236,136.12
64,399,104.36
64,399,104.36
8,949,500.00

0.00
12,796.00
8,102.19
19,551,313.86
19,559,416.05
92,920,816.41
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NOTES TO THE CONSOLIDATED STATEMENTS AS AT 31 DECEMBER 2010
ACCORDING TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)

1 GENERAL INFORMATION

Tipp24 SE, Hamburg, was formed in 1999 in Hamburg. Tipp24 SE holds
a group of consolidated companies (hereinafter referred to as Tipp24)
comprising the investment companies GSG Lottery Systems GmbH,
Hamburg (hereinafter referred to as GSG), Tipp24 Entertainment GmbH,
Hamburg (hereinafter referred to as Tipp24 Entertainment), Tipp24
Deutschland GmbH (hereinafter referred to as Tipp24 Deutschland),
Ventura24 S.L., Madrid, Spain (hereinafter referred to as Ventura24),
Giochi24 Sirl, Monza, Italy, (hereinafter referred to as Giochi24),
MyLotto24 Limited, London, UK (hereinafter referred to as MyLotto24),
Tipp24 Services Limited, London, UK (hereinafter referred to as Tipp24
Services) and Tipp24 Operating Services Limited, London, UK (herein-
afterreferred to as Tipp24 Operating Services) as wellas Schumann e. K.,
Hamburg (hereinafter referred to as Schumann e. K.).

Until the end of 2008, Tipp24 mainly operated as a commercial gam-
ing broker in Germany, enabling its customers to participate in nearly
all games of chance offered by state-owned and state-licensed lottery

operators via the Internet.

The second stage of the German State Treaty on Games of Chance
(GluStV) came into effect on 1 January 2009, banning the brokerage
of state-run lotteries via the Internet in Germany. As a consequence of
this State Treaty on Gaming, which we believe contravenes valid law,
Tipp24 restructured its business fields at the beginning of fiscal year
2009. Tipp24 SE discontinued the majority of its activities in connection
with the brokerage or offer of lottery products and transferred a number
of no longer required assets to MylLotto24 and its subsidiaries, which
has been active in the UK since 2007. This concerned the brokerage of
state-run German lottery products as well as the subsidiaries Ventura24
and GSG. Marketing of the German class lotteries NKL and SKL, however,

continues to be conducted via Schumann e. K.

With the termination of its lottery brokerage activities in Germany,
Tipp24 has adapted to the regulatory environment — irrespective of the
fact that the Company continues to fight for the return and resumption

of its business in Germany.

MyLotto24 organizes a secondary English lottery based on various
European lotteries. As such, it bears the inherent bookmaking risk asso-
ciated with this business. In contrast to the brokerage of lotteries, there
is also the risk that winnings payouts may be significantly larger than

stakes received due to statistical fluctuations.

On 30 April 2008, Tipp24 transferred control over its UK subsidiaries
in accordance with company law. The move reflects the operating in-
dependence of these companies in their respective business fields.
Specifically, 60% of the voting shares in both MyLotto24 and Tipp24
Services were sold to a Swiss foundation set up by Tipp24 SE in the
form of preference shares stripped of their main economic rights. As
a consequence, Tipp24 SE owns no more than half the voting rights in
MyLotto24, while MyLotto24 owns no more than half the voting rights
in Tipp24 Services.

Against the backdrop of the current legal and actual implementation of
the gaming monopolies, including the lottery monopoly in Germany,
the European Court of Justice (ECJ) declared on 8 September 2010 that
key regulations of the German State Treaty on Games of Chance (GIuStV)
were not applicable as they represented an unjustifiable restriction of
basic European freedoms. The regulations for existing gaming monop-
olies in Germany are thus not applicable as a whole at present. We be-
lieve that this affects — especially in the field of lotteries — the obligation
of brokers to seek permission from the federal states, the prohibition of
online gaming and the restriction and prohibition of advertising. The ECJ
rulings give a clear indication for a possible future online brokerage of
state-run lotteries in Germany and thus for the resumption of our do-

mestic business.

The registered offices of Tipp24 SE are located at Falkenried-Piazza,
Strassenbahnring 11, 20251 Hamburg, Germany.

The balance sheetdateis 31 December 2010. Fiscal year 2010 covered
the period from 1 January 2010 to 31 December 2010.

Tipp24 SE has been listed at the Frankfurt Stock Exchange (Prime Stand-
ard) since 12 October 2005 and was accepted into the German SDAX
index on 22 June 2009. The change in legal form has no influence on

the listing of Tipp24's shares.

These consolidated financial statements were prepared on 18 March
2011 with a resolution of the Executive Board and subsequently for-
warded to the Supervisory Board for examination and adoption. The An-
nual General Meeting still has the fundamental right to alter the consoli-

dated financial statements.
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2 GENERAL ACCOUNTING PRINCIPLES

The significantaccounting principles applied by the Company in prepar-
ing the consolidated financial statements are presented below.

2.1 SIGNIFICANT ACCOUNTING POLICIES
2.1.1 GENERAL

The consolidated financial statements of Tipp24 as of 31 December
2010 were prepared in accordance with the valid IFRS and IFRIC of the
International Accounting Standards Board (IASB) which have to be ap-
plied in the EU as of the balance sheet date.

The following standards and revisions of existing standards and inter-

pretations were applied for the first time in the fiscal year under review:
IFRS 2 »Share-Based Payment« (amendments)
IFRS 3 »Business Combinations« (revised)
IAS 24 »Related Party Disclosures« (new version)
IAS 27 »Consolidated and Separate Financial Statements« (revised)

IAS 39 »Financial Instruments, Recognition and Measurement —

Eligible Hedged Items«
IFRIC 14 »IAS 19 — The Limit on a Defined Benefit Asset, Minimum

Funding Requirements and their Interaction«
IFRIC 17 »Distributions of Non-Cash Assets to Owners«
IFRIC 18 »Transfers of Assets from Customers<«

IFRIC 19 »Extinguishing Financial Liabilities with Equity Instru-

ments«

The impact on Tipp24’s net assets, financial position and earnings from
the application of these standards and interpretations is described

below.

IFRS 2 »Share-Based Payment Transactions«

In June 2009, the IASB issued amendments concerning the balance
sheet treatment of cash-settled share-based payments. The amend-
ments adopted regulations into IFRS 2 which were previously con-
tained in IFRIC 8 and IFRIC 11. As a result, the IASB withdrew IFRIC 8 and
IFRIC 11. The amendments are effective for annual periods beginning on
orafter 1 January 2010 and have no impact o