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1. Introduction

1.1. Legal situation

The organisation and pursuing of economic actmiithin the scope of chance games, mutual wagering,
slot machine games and slot machine games withplizes is only allowed according to the principles
laid down in the Act of 29 July 193%h games and mutual wagering?, hereinafter referred to as “the Act”,
and the implementing provisions to the Act.

The Act contains an enumerative catalogue of gaandanutual wagering together with their definitions
Additionally, the Minister of Finance has been awibed to decide whether a game or a bet not listed
the catalogue in the Act is a game or a mutual bet.

The Act lays down the organisational and legal ®orafi the entities organising games and mutual

wagering, and thus:

1) pursuing economic activity within the scope of nemigames, cash lotteries, video lotteries and
telebingo is covered by the State monopoly, exedciby the minister competent for the State
Treasury who, in consultation with the minister @atent for public finance, establishes to this end
the companies in which the State Treasury is alesisigareholder. Despite the legal opportunities
created, the said companies did not commence tgcitivall of the new market segments, i.e. within
the scope of video lotteries and telebingo; in 2006 in previous years, only cash lotteries and
number games were organised,

2) economic activity within the scope of cylindricarges, card games, dice games, cash bingo, mutual
wagering, slot machine games, and slot machine gamwta low prizes, may only be conducted in
the form of a joint-stock company or a limited liily company having its seat in the territory bkt
Republic of Poland. The shareholders of the congsawhich pursue such activity may include legal
persons or companies with no legal personality whs®at is located in the territory of a European
Union Member State or a country belonging to theogean Economic Area,

3) award lotteries, raffle bingo, promotion lotterisd audiotele lotteries may be organised by natural
persons, legal persons or organisational unitsouttthegal personality on the basis of the granted
permit. Pursuant to the provisions of the Act thefip from award lotteries or raffle bingo games
shall be allocated in whole for socially-useful pases specified in the permit or the rules of the
game, in particular for charity purposes.

Pursuant to the provisions of the Act:

1) cylindrical games, card games, dice games, slohimagames and cash bingo games may only
be organised in game salons, of which:
= cylindrical games, card games and dice games asima@s,
= slot machine games — in casinos or slot machirmmsal
= cash bingo games — in cash bingo games salons,

2) slot machine games with low prizes — may only lganised in special points with slot machine
games with low prizes,

1Dbz.U. of 2004, No 4, item 27, as amended.



3) mutual wagering may only be accepted at mutual vimgestands.

Activities within the scope of games and mutual eragy are restricted by the State. The main
instruments restricting those activities include igsue of permits for conducting the economiovégtin
this regard and the approval of the rules of theem as well as the statutory determination of the
location limits for game salons, i.e. casinos, slathine games salons and cash bingo games salons.
At the same time it must be pointed out that pursda the authorisations included in the Act the
following implementing provisions have been estiigd:

1) Regulation of the Minister of Finance of 3 June 200 the execution of some provisions of the Act
on games of chance and mutual wagering (Dz.U. No 102, item 948, as amended);

2) Regulation of the Minister of Finance of 3 June 200 the conditions concerning the organisation
of the games of chance and mutual wagering (Dz.U. No 102, item 946);

3) Regulation of the Minister of Finance of 28 Aug@803 authorising the heads of tax chambers to
perform certain activities concerning the games of chance and mutual wagering (Dz.U. No 152, item
1486);

4) Regulation of the Minister of Finance of 3 June 208 the method of registering tips in casinos
(Dz.U. No 102, item 949);

5) Regulation of the Minister of Finance of 13 Febya006 on the model tax returns for the tax on
games (Dz.U. No 26, item 197), which replaced the Regoiaof the Minister of Finance of 9 June
20030n the model tax returns for the tax on games (Dz.U. No 104, item 967);

6) Regulation of the Minister of Sports of 10 July 80éh the financing of tasks from the Physical
Fitness Development Fund (Dz.U. No 134, item 944 and No 178, item 1318), akhieplaced the
Regulation of the Minister of National Educatiorda®ports of 11 February 2008 the financing of
tasks from the Physical Fitness Development Fund (Dz.U. No 28, item 237);

7) Regulation of the Minister of Culture of 28 Januafp5on the detailed conditions for obtaining the
financing for the implementation of tasks in the area of culture, the procedure for submitting
applications and transferring funds from the Cultural Promotion Fund (Dz.U. No 24, item 200, as
amended);

8) Regulation of the Minister of Finance of 7 April(®Don exercising special tax supervison (Dz.U.

No 65, item 598, as amended).

1.2. Location limits

The principles for establishing limits of game sedocated in the territory of the Republic of Palare
specified by the provisions of Articles 29 and 3@he Act.

Pursuant to Article 29 (1) of the Adasinos may be located in towns with a population of u2%0,000
inhabitants — one casino. The number of casinos bwyncreased by 1 for each new 250,000 of
inhabitants.

Article 29 (2) provides thadlot machine games salons andcash bingo games salons may be located in
towns with a population of up to 100,000 inhabitantone salon. The number of game salons may be
increased by 1 for each new 100,000 of inhabitants.

In addition, pursuant to Article 29 (4), casinosl @bt machine games salons may also be locatéeon
Polish seagoing passenger vessels and Polish gasgerries.

2 As of 31 December 2006.



The Act does not specify the limit of authorisatidor organising award lotteries, audio text lagemand
promotion lotteries, raffle bingo and mutual waggri

Nevertheless, it introduces certain restrictionsta location of points where slot machine gameh wi
low prizes are organised. Pursuant to Article 3ahef Act points with slot machine games with low
prizes may be located in catering, commercial ovise establishments no less than 100 metres away
from schools, educational institutions, social amdfinstitutions and religious cult centres.

1.3. Use of thelimits by types of game salons

% casinos
At the end of 2006, 27 permits for casinos werélval

% dot machine games salons

At the end of 2006, 192 permits for slot machinega salons were valid.

% cash bingo games salons

At the end of 2006, no permits for cash bingo gasasns were valid. The permits granted in previous
years expired after the period for which they wgnanted.

14. Administrative proceedings in respect of granting permits for organising and
conducting games and mutual wagering

14.1. Information about permits for organising and pursuing economic activity
within the scope of games of chance, mutual wagering and slot machine games granted
in 2006

The provisions of the Act specify the number obwakd locations otasinos, making it conditional on
the number of inhabitants in a given town. At thd ef 2006, 27 permits (granted pursuant to Ar§&e
and 31 of the Act) were valid, of which 1 decision on igtiag the permit for casinos was issued in 2006.
In addition, 4 permits were prolonged pursuanhtgrocedure from Article 36 (3) and (4) of the Act

At the end of 2006, 192 permits fdot machine games salons were valid, out of which 13 permits were
granted in 2006 and 47 were prolonged pursuatei@rtocedure from Article 36 (3) and (4) of the Act

In 2006, economic activity was pursued on the babidl permits in 1,76 bookmaking offices (of
which 13 permits to operate 704 offices were grhmteprolonged in 2006). The activity in the aréa o
totalisator systems was carried out in 1,98ints accepting totalisator bets pursuant to 3 permits (of
which 1 permit for 520 points was granted in 2006).

8 repealed as of 15 June 2003.



1.4.2. Information about the permits for promotion lotteries, award lotteries, audio
text lotteries and raffle bingo granted in 2006

a) Pursuant to the Act on games and mutual wagetieg\Vinister of Finance issued:
= 410 decisions allowing for the organisation of potion lotteries,

= 46 decisions allowing for the organisation of auixt lotteries.
In 2006 the Minister of Finance did not issue amgisions allowing for the organisation of award

lotteries or raffle bingo.

b) Pursuant to Article 2 (1) of the Regulation of Maister of Finance of 28 August 20@8thorising
the heads of tax chambers to perform certain activities concerning the games and mutual wagering,* the
heads of tax chambers issued:

= 85 decisions allowing for the organisation of proimo lotteries,

They did not issue any permits for the organisatiban award lottery and raffle bingo.

143. Information about the refusals of the Minister of Finance to grant permits
for the organisation and pursuing of economic activity within the scope of games and
mutual wagering in 2006

Pursuant to Article 24 (2) of the Act where for qre¥mit for the organisation and pursuing of ecoicom
activity within the scope of games and mutual wangemore than one undertaking apply which comply
with the conditions specified in the Act, the mieiscompetent for public finance shall announce and
conduct a tender. Detailed conditions for the oiggtion of the tender for entities applying for fermit

for the organisation and pursuing of economic #gticovered by the Act were laid down in the
Regulation of the Minister of Finance of 3 June 208 the execution of some provisions of the Act on
games of chance and mutual wagering®.

The Minister of Finance issued:

= 9 refusals to grant permits to operate slot maclgames salons (including 3 decisions issued
following tenders organised pursuant to Article(2)tof the Act);

14.4. Information about the decisions of the Minister of Finance withdrawing the
permits for organising and conducting economic activity in the scope of games of
chance and mutual wagering issued in 2006

In 2006 the Minister of Finance issued one decigigdhdrawing the permit for the organisation of a
slot machine games salon.

4Dz.U. No 152, item 1486

®Dz.U. No 102, item 948, as amended.



145. I nformation about cases pending in administrative courts.

Table 1 Table 1. Cases pending in administrative courtth@end of 2006)

Complaints not examined by the court 4
Complaints submitte_d _to the V(_)ivodship Administrativ 16
Court through the Ministry of Finance

Decisions issued, 16
of which:

dismissing complaints 7
rejecting complaints 2
repealing the decisions appealed against 6
dismissing the proceedings 0
suspending the execution of a ruling 1

146. Information about the per mits granted in 2006 by the heads of tax chambersfor the

organisation and pursuing of economic activity within the scope of dot machine games with
low prizes.

The provisions of the Act on games of chance antbahwagering as amended in 2003 introduced the
slot machine games with low prizes into the catadogf games as from 15 June 2003.

Pursuant to the provisions of the Act, the perrfatsthe organisation and pursuing of economic @gtiv
within the scope of the slot machine games with fizes are granted by the head of the tax chamber
which is competent for the area where such ganeesrganised and carried out.

The games on slot machines with low prizes canrganised in points offering slot machine games with
low prizes located in catering, commercial and iserestablishments. At the same time the Act lichite
the allowed number of such machines in one poirdgre/islot machine games with low prizes are placed
to three and prohibited to locate them less thahiBtres away from schools, educational instittion
social welfare institutions and religious cult gest

In 2006 a total of 104 applications for permits tioe above-mentioned economic activity were suleahitt
to tax chambers, of which 64 were approved andotbeeedings were concluded with the issue of the
permits for the pursuing of economic activity witlthe scope of the slot machine games with lowegriz

Table 2 Number of applications and permits granted for dhganisation of games on slot machines with lovegwiby

voivodship in 2006
Tax chamber in: | Number of applications examined [ Number of permits granted

1. Bialystok 4 0

2. Bydgoszcz 10 2

3. Gdaisk 4 0

4. Katowice 8 7

5. Kielce 6 2

6. Krakéw 8 5

7. Lublin 9 3

8. toédz 4 4

9. Olsztyn 2 4

10. Opole 2 7

11. Pozna 9 8




12. Rzeszéw 8 1
13. Szczecin 3 4
14. Warszawa 13 10
15. Wroctaw 9
16. Zielona Géra 5

TOTAL 104 64

Source: information provided by tax chambers

As of 31 December 2006, there were 265 permitgiviali pursuing economic activity in 23,307 points
offering slot machine games with low prizes.

It should be mentioned here that it is impossildlestart economic activity within the scope of slot
machine games with low prizes directly after tteuésof the permit due to the necessity to compti wi
additional formal and legal requirements relatetht certification of the slot machines with lowzes

fit for use.

In accordance with the legislation in force, a shaichine or a machine for games may be certiftefffi
use in the territory of the Republic of Poland pded that such a machine is registered on the basis
examination carried out by a testing unit authatisg the minister competent for public finance.
Following the examination by the testing unit ahd obtaining of its positive opinion, the entitypées

for the registration of the slot machine or theide¥or games. The minister competent for pubhafice
certifies the machine by granting it a registratmmber.

Following the examination, the testing unit sedie tmachine in order to protect it from external
interference.

Only the registration of the slot machine or theicke for games authorises a given entity to put the
machine into operation.

Irrespective of the above, after the registratibthe slot machine for games with low prizes, thétg
has an obligation to notify the locally competenstoms office of the slot machines with low prizes
order for an official check to be carried out ottbéhe slot machines and the points where slot mach
games with low prizes are offered by the spechaktgervision.

Due to the above, the realistic time for the bemignof the activity covered by the permit for the
organisation and pursuing of economic activity witthe scope of slot machine games is from 3 to 11
months.

While in the fourth quarter of 2003 the actual emit activity within the scope of slot machine game
with low prizes was commenced by merely 4 entitied voivodships, in 2004 economic activity within
the above-mentioned scope was carried out in Modships by 23 entities, in 2005 by 35 entities #nd
2006 by 42 entities.

2. Economic analysis of entities from the games and mutual wagering market

On the basis of the permits granted, 63 entitiexgoted economic activity on the games and mutual
wagering market in 2006, of which:

= 2 entities — within the scope of games coveredhieyState monopoly, i.e. number games and cash
lotteries;



= 6 entities conducted economic activity simultangouws the basis of permits granted by the
Minister of Finance and by the heads of tax chasjber

= 21 entities conducted economic activity exclusivetythe basis of permits granted by the Minister
of Finance;

= 42 entities conducted economic activity exclusivetythe basis of permits granted by the heads of
tax chambers.

Entities carrying out economic activity in 2006 pursuant to the Act on games of chance and mutual
wagering, by types of games:

% games covered by the State monopoly

— number games — Totalizator Sportowy Sp. z 0.0.;
— cash lotteries — Polski Monopol Loteryjny Sp. z.aond Totalizator Sportowy Sp. z 0.0.;

% games played at casinos—5 entities in 27 casinos — Casino Centrum Sp. z Gasinos Poland Sp. z
0.0., Casino Polonia Wroctaw Sp. z 0.0., Orbis @@assp. z 0.0., Zjednoczone Przedsirstwa
Rozrywkowe S.A;

% games played at slot machine games salons — 14 entities in 188 slot machine games salons -
Zjednoczone Przeddiorstwa Rozrywkowe S.A., PRU Filmotechnika Sp..@. oEstrada Polska Sp.
z 0.0., Orbis Casino Sp. z 0.0., Bingo CentrumzSp.o., Golden Play Sp. z o.0., Grand Sp. z 0.0,
Finkorp Sp. z 0.0., Fortuna Sp. z 0.0., Casino ial@V/roctaw Sp. z 0.0., Club Fair Play Sp. z o0.0.,
Casino Centrum Sp. z 0.0., Casinos Poland Sp..zJmy-Pol Sp. z 0.0.;

% mutual wagering — 6 entities in 1,767 mutual wagering stands aBetSp. z 0.0., Profesjonat Sp. z
0.0., Star Typ Sport Sp. z 0.0., Totolotek Toto-I8bA., Milenium Sp. z 0.0., TipSport Sp. z 0.0.;

% dlot machine games with low prizes — 42 entities in 12,438 points offering slot maehgames with
low prizes - Aplauz Sp. z 0.0., A-V Sp. z 0.0., 8BISp. Z 0.0., Betako Sp. z 0.0., Big Play Spoz o
Empiro Sp. z 0.0., Estrada Polska Sp. z 0.0., EamegSp. z 0.0., Euromatic Sp. z 0.0., Europlay
International Sp. z 0.0., Filmotechnika Sp. z okmrtuna Sp. z 0.0., Fun Art. Factory Sp. z o.0.,
Gametek Sp. z o0.0., Getway Sp. z 0.0., Golden Gpte 0.0., Golden Play Sp. z 0.0., Grand Sp. z
0.0., Grupa F.P. Sp. z 0.0., Hol-Games Sp. z mtergame Sp. z 0.0., Interplay S.A., Joy-Pol Sp. z
0.0., Mat-Pol Sp. z 0.0., Matrix Sp. z 0.0., MUléif? Sp. z 0.0., Multitech Sp. z 0.0., Nowopol Sp. z
0.0., Oaza Games Sp. z 0.0., Odysea Sp. z 0.onSp. z 0.0., PHU Toro Sp. z 0.0., Playpol Bis Sp.
Z 0.0., PMG Play Sp. z 0.0., POL-Game Sp. z 0 OLL®DT Sp. z 0.0., PR Eurofortuna Sp. z o.0.,
Royal Team Sp. z 0.0., Slot Sp. z 0.0., SterGame& $p., Syriusz Sp. z 0.0., Victoria Serwis Sp. z
0.0.

2.1. Income size and structure

Table 3 Income and the growth rate of income from gamesnamial wagering between 2004 and 2006
(in PLN thousand)

. Income growth rate
Specification Income

(previous year = 100)



2004 | 2005 | 2006 | 2005 | 2006

Number games 2,389,734 2,345,654 2,251,54¢ 98.2 95.9
Casinos 953,904 967,609 1,089,289 101.4 112.6
Slot machine games salons 772,658 1,049,738 1,473,466 135.9 140.4
Mutual wagering 641,849 665,340 829,970 103.7 124.7
Cash lotteries 115,328 70,316 57,065 61.0 81.2
Cash bingo games salons 14,662 8,705 0 59.4 0
Points where the slot machine gan| 347 379 1,349,996 | 2,417,472 388.7 179.0
with low prizes are offeref

TOTAL 5,235,445 6,457,358 8,118,811 123.3 125.7

Source: figures on the basis of: SGL-1 report and the annual Information about the activities of the entity in the points offering games on slot
machines with low prizesin the territory of the Republic of Poland

In 2006 the entities operating on the games andahutagering market posted a total income of PLN 8.
billion, i.e. 25.7% higher than in 2005. The in@ean income by 25.7% results mainly from the fhet

the new segment of the market, i.e. slot machimeegawith low prizes has continued its dynamic ghowt
since 2005 — an increase by 79% as compared ta Z0@5high increase in income was also reported in
the slot machine games salons where the income lgye$0.4% as compared to the previous year. The
increase in income was also recorded in the mutadering and casinos, by 24.7% and 12.6%,
respectively.

2006 was the second consecutive year that sawraad@eg trend in the income from number games.
Income from that type of games in 2005 was lowed 8% as compared to 2004, while the income for
2006 was lower by 4.1% than in 2005.

Year 2006 was yet another year in which cash ieggrosted a decrease in sales. In 2006 the ina@se
lower by 18.8% than in 2005 and in 2005 — by 39&¥6ompared to 2004.

In 2006 no economic activity within the scope ofngs in cash bingo games salons was carried out.
None of the entities holding permits to organisesthgames applied for the extension of the permit.

Table 4 Structure of income from games and mutual wagerirtge years 2004 - 2006 ) (in %)
Type of game 2004 2005 2006
Number games 45.65 36.33 27.73
Casinos 18.22 14.98 13.42
Slot machine games salons 14.76 16.26 18.15
Mutual wagering 12.26 10.30 10.22
Cash lotteries 2.20 1.09 0.70
Cash bingo games salons 0.28 0.13 0
z:)ein;fggrr:iireedslot machine games with low prizes 6.63 20.91 2978

6 ) Lo . . . . . . . ) )

The figures concerning income in points offering slot machine games with low prizes are gathered since 2004. Sales income from slot machine
games with low prizes is the value of amounts inserted in slot machines, obtained from the exchange of Bhips and credited in the memory of the used
slot machines in a reporting period.

10



The changes in the income structure in 2006 as aoedpto the previous years are mainly the result of
the dynamic development of the new segment of Hraeg market, i.e. slot machine games with low
prizes. The entry of slot machine games with loizg® onto the market resulted in the decreaseeof th
share of number games in the income structure 86:3% in 2005 to 27.7%, which makes 2006 the first
year when the largest share in the income strudésuicome from slot machine games with low prizes
(29.8%) and not, as it has been the case so tamnia from number games (27.7%).

A lower share in income from the market was alsstgub by: casinos, mutual wagering and cash lotterie
(13.4%, 10.2%, and 0.7%, respectively).

However, 2006 was another year of an increasingesimathe income structure of slot machine games
salons. In 2004 this share was 14.8%, in 2005 3%46and in 2006 — 18.2%.

On the scale of the whole market, insignificanoime is generated by entities organising cash leter
it constitutes 0.7%.

Chart 1. Change in the structure of income from games andahwtagering in the years 2004 - 2006
50,0% +
45,0% A
40,0% A
35.0%1 29,7%
30,0% - 27,7%
25,0% +
0
20,00% | 18,1%
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% Number games

2006, as compared to 2005, saw a decrease in incomewumber games. In 2006, as compared to 2005,
this income decreased by 4.1%.

Table 5 Income from number games organised by Totalizgpart8wy Sp. z 0.0 in the years 2004-2006
(in PLN thousand)
Name of the game 2004 2005 2006

Duzy Lotek 1344 814 1 323 256 1241974
Multi Lotek 935 486 906 397 894 621
Express Lotek 67 953 69 773 72 437
Twoj Szczsliwy Numerek (Your 31 436 36 066 35 910
Lucky Number)

11



Zaktady Specjalne (Special Betd) 10 045 10 162 0% 6

TOTAL 2389734 2 345 654 2 251549
Source: data on the basis of the SGL-1 report.

Chart 2. Change in the structure of income from number gamesrganised by Totalizator Sportowy Sp. z 0.0 in the
years 2004-2006
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Similar to the previous years, the share of puotek” and “Multi Lotek” games account for the joa
part of income from number games.

In 2006, as compared with 2005, a decrease was nmotée value of income from both of those games,
by 6.1% and 1.3%, respectively. Other types of gasunstitute merely several percent of the whole
structure of income from number games.

"Duzy Lotek” is a game with a long-standing traditicrhas been organised since 1957. Although "Multi
Lotek" was introduced only in 1996, it also enjaysat popularity.

% Casinos

In 2006 there was almost 13% increase in incomen ftasino games as compared to 2005, while the
income for 2005 increased as compared to 2004 lyylo#%.

The number of casinos which pursued business gctirs:
- in 2004 -25,
- in 2005 -27,
- in 2006 -27.

Income per casino:
— in 2004 —PLN 38,156,00Q/increase by 7.8% as compared to the previoug,year
— in 2005 —PLN 35,837,000 decrease by 6.1% as compared to the previouy year
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— in 2006 —PLN 40,344,00Qlincrease by 12.6% as compared to the previou3.yea

In 2005 income per games centre dropped as compatte@004 by 6.1%, although at the same time the
number of casinos increased by 8%, i.e. from 28o0asn 2004 to 27 in 2005, and remained the same i
2006.

In 2006 income from casinos per one casino incokayel2.6% as compared to 2005 and the value of
income surpassed the average income of a casi@004 by 5.7%. This may mean that the increasing
trend in casino income at the level of a few petreeyear returns.

In casinos it is allowed to organise cylindricairges, card games, dice games and slot machine games.
In 2006 the predominant share in casino incomectire was the income from card games and
cylindrical games. In addition, in 2006 an increasencome from slot machine games organised in
casinos at the level of 96.9% was observed.

Table 6 Income and growth rate of income from games or@gahiis casinos in the years 2004-2006

Income growth rate
(previous year = 100)

Income  (in PLN thousand)

Type of game 2004 2006 2004 2005 2006

Cylindrical and card games 713 355 704 193 791 673 104. 98.f7 112|4
Slot machine games 240 549 263 416 518 825 120.7 109.5 196.9
TOTAL 953 904 967 609 1 310 49¢ 107.8 10144 1354

Source: data on the basis of the SGL-1 report.

In the years 2004-2006 the share of income of oadmom cylindrical and card games decreased by 14.
percentage points while the income from slot maelgiames increased simultaneously.

Chart 3. Change in the structure of income from games orgased in casinos in the years 2004-2006

2004 2005 2006

O Cylindrical and card games B Slot machine games

% Slot machine games salons
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Table 7 Income and growth rate of income from slot maclgames in the years 2004-2006
Income  (in PLN thousand) Income growth rate (previous year = 100)

2004 2005 2006 2004
772 658 1049738 1473 466 120.9 135.9 140.

Source: data on the basis of the SGL-1 report.

In the period of 2004-2006 a substantial growtthm income earned by slot machine games salons was
observed. In 2005 this income increased by 35.9%oaspared to 2004, while in 2006 — by another
40.3% as compared to 2005. The considerable incrgashe said income may be attributed to the
increase in the number of games centres and, el thereof, the number of slot machines.
The number of games centres which pursued busautisity:

- in 2004 -167,

- in 2005 -175

- in 2006 -188

Income per single games centre in:
- 2004 — PLMN4,627 thousandincrease by 12.9% in comparison with the previgesr),
— 2005 - PLNb,998 thousandincrease by 29.6% in comparison with the previgesr),
— 2006 — PLN7,838 thousandincrease by 30.7% in comparison with the previges).

In 2006 the income per a single games centre isetkhy 30.7% while at the same time the number of
salons grew by 7.4%, i.e. from 175 in 2005 to 18&2006. The total income in this market segment
within the period of 2004-2006 increased respeltifrom PLN 772.7 million to PLN 1,473.4 million.
The income per a single games centre within theespariod increased respectively from PLN 4.6
million to PLN 7.8 million.

% Mutual wagering

Table 8 Income from mutual wagering in the years 2004 -6200 (in PLN thousand)

Income growth rate (previous

Types of mutual wagering 2004 2005 year = 100)
2004 2005 2006
Totalizator systems 33592 26 533 8 269 82.4 79.0 31.2
Bookmaking 608 257 638 807 821 701 124.3 105.0 128.6
TOTAL 641 849 665 340 829 970 121.1 103.7 124.7

Source: data on the basis of the SGL-1 report.

In 2006 an increased growth rate was noted agathisnmarket segment, i.e. by 24.7%. It is a level
comparable to the growth in the years 2003-2004¢hvlmounted to approximately 21% within a year,
although a strong (68.8%) downward tendency innmedrom participation in totalizator systems still
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persists. In light of the above-mentioned datadbesiderable slowdown in the growth rate of income
noted in 2005 may be deemed as temporary.

In 2006, as compared to the previous year, theniecimcreased by 24%. Within the last three yeaes on
may observe that in the structure of income fromualuwagering, the wagering by totalizator systems
indicated a downward tendency, from PLN 33,592 saod to PLN 8,269 thousand.

Chart 4. Change in the structure of income from mutual wageng in the years 2004-2006
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According to the Act, mutual wagering comprises:

= totalizator systems, i.e. betting for cash prizes which consist in guessing the results of sports contests
between people or animal's, where the participants pay stakes and the amount of the prize depends on
the total amount of pre-paid stakes.

Table 9 The structure of income from totalizator systemthimyears 2004-2006
(in %)

Types of totalizator systems 2004 2005 2006
Guessing the results of contests between animals 2 74 73.4 5.0
Guessing the results of contests between people 8 25. 26.6 95.0

Source: data on the basis of the SGL-1 report.

In the structure of income from totalizator systdims income from mutual wagering which consists in
guessing the results of sports competition of aldirslaowed an upward trend in the period of 20024200
but in 2005 it slightly decreased. However, in 2Qb8& share of wagering consisting in guessing the
results of sports contests between people incresiggttly as compared to 2004. In 2006 the relation
between income from totalizator systems reverséd% of income came from wagering which consists
in guessing the results of sports contests betweeple, while only 5.0% - from wagering which cetsi

in guessing the results of sports contests betapinals.

7 the data come from information on the implementation of the Act on games and mutual wagering in the years 2002 — 2004.
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= bookmaking services, i.e. betting for cash prizes which consists in guessing the occurrence of
various events, where the participants pay stakes and the amount of the prize depends on the stake-
winning ratio agreed between the bookmaker and a stake player.

Table 10 The structure of income from bookmaking servicethayears 2004-2006

(in %)

Types of bookmaking services 2004 2005 2006
Guessing the results of contests between animals - - -
S\;Jeenstzmg the results of contests between peopier ot 100 100 100

Source: data on the basis of the SGL-1 report.

Since 2002 bookmaking services have been mainiredfin respect of guessing the results of sports
contests between people, and other events.

% Cash lotteries

Table 11

Income from cash lotteries held by Totalizator $pey Sp. z 0.0. and Polski Monopol Loteryjny Sp.a. in the
territory of the country in the period of 2004-2006 (in PLN thousand)

Income growth rate

Income  (in PLN thousand)

Entity name

2004

2005

2006

(previous year = 100)

2005

2006

Totalizator Sportowy Sp. z 0.0 110 222 68 168 839 61.8 82.1
PML Sp. z o0.0. 5106 2148 1072 42.1 49.9
TOTAL 115 328 70 316 57 065 61.0 81.2

Source: data on the basis of the SGL-1 report.

After a temporary sales growth of cash lotterie2003, the sales in 2004-2006 decreased againmico
from cash lotteries in 2005 decreased by 39.0%vapared to 2004, and in 2006 decreased by 18.8% as
compared to 2005.

Income from the sales of cash lotteries in 200&@spared to 2005, organised both by Totalizator
Sportowy Sp. z 0.0., and by Polski Monopol Loteyyj@p. z 0.0. decreased by 17.9% and 50.1%,
respectively.

The level of cash lotteries sales is influencea@ lyimber of factors, which includeter alia:
— the number of lotteries organised,

— their attractiveness,

— unit price of the ticket,

— additional payments,

— adrop in demand duinter alia, to emerging new types of games that are far rattractive for the
‘internet and virtual games generation’ than tiadal tickets of cash lotteries,

— channels of tickets distribution, etc.

Table 12 The number of cash lotteries organised in the genfo2004-2006 by Totalizator Sportowy Sp. z omd ®olski

Monopol Loteryjny Sp. z 0.0.
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Entity name 2004 2005 2006
Totalizator Sportowy Sp. z 0.0. 24 18 18
PML Sp. z 0.0. 10 8 6
TOTAL 34 26 24
Source: data on the basis of the SGL-1 report.
Table 13 Average annual income from one cash lottery n PN thousand)
Entity name 2004 2005 2006
Totalizator Sportowy Sp. z 0.0. 4592.6 3787.1 ®B11
PML Sp. z 0.0. 510.6 268.5 178.7

Source: data on the basis of the SGL-1 report.

Despite a decrease in the cash lotteries sale§ [Bolizator Sportowy Sp. z o0.0. still maintaitie
dominant position in this market segment.

Significant financial potential and a complex safeswork contributed to the fact that Totalizator
Sportowy Sp. z o.0. has dominated this market sagnt&ince the commencement by Totalizator
Sportowy Sp. z 0.0. of economic activity in thelcésttery market segment, i.e. since 1999, theesbér
income of PML Sp. z o.0. in this segment has basignificant, and in the last three years amoutded
4.4% in 2004, 3.1% in 2005 and 1.9% in 2006, rebpady.

% Cash bingo games salons

Table 14 Income and growth rate of income from games orgahis cash bingo salons in the period of 2004-2006

Income  (in PLN thousand) Income growth rate (previous year = 100)

2004 2005 2006 2004 2005 2006
14 662 8 705 0 77,2 59,4 0

Source: data on the basis of the SGL-1 report.

In 2006 no income was posted by cash bingo saldms.systematic decline in income persistent within
the past few years indicates that business entlitesot show interest in the development of therkat
segment. Until 2005 economic activity was pursurethérely 3 games centres by 2 economic entities. By
the end of 2005, no permits for cash bingo gamiesmsavere valid. The permits granted in the presiou
years expired after the elapse of the period foickwithey were granted. In 2006 no economic activity
within the said scope was carried out. Thus we fheesituation in which despite the fact that legal
circumstances have been created for organisingaitegames, the economic entities were not inelest
in organising them.

2.2. Winningsin games and mutual wagering

Pursuant to Article 10, Para. 2 of the Act, thaltealue of winnings during number games, totatizat
games and cash bingo game cannot be lower tharob@3¢ amount of the pre-paid stakes, and during a
cash lottery, award lottery, telebingo game anfleudfingo game cannot be lower than 30% of thel tota
value of the lottery tickets or other participati@teipts to be sold.

Chart 5. The share of winnings in income from games and alwtiagering in the period of 2004-2006
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Table 15 Winnings in games and mutual wagering

Specification Winnings (previous year = 100)
2005 2006 2005 2006

Number games 1204021 1185905 1130 201 98. 9583
Casinos 753 809 782 567 867918 103.8 110.9
Slot machine games salons 530 772 779 787 1136 149 146.9 1457
Mutual wagering 460 096 527 768 612 521 114.7 116.1
Cash lotteries 53 707 28 218 26 552 52.5 94.1
Cash bingo games salons 8 062 4 925 0 61.8 0
Eﬁgss f‘;‘:geéfgjr?itsre“;‘:hi”e gameswithlow | 545045 | 985126 | 1755 385 407.0 178.2

TOTAL 3252512 | 4294296 | 5528 726 132.0 128.7

Source: data on the basis of: the SGL-1 report and the annual information about the activities of entitiesin the points of d ot machine games with
low prizes.

2.3. Financial and economic standing of entitiesin the games and mutual wagering market

In 2006 in various segments of the games and mutagering market, 63 entities conducted economic
activity on the basis of the permits granted. Tdlieshows the number of the said entities.

Number of entities conducting business activitgha games and mutual wagering market in the peddD05-
2006 within the scope of games

Table 16

Number of entities

Specification
2005 2006
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Games falling under State monopoly 2 2

Games falling under so called “high level of rigkhtities conducting businegs
activity exclusively on the basis of the permitarged by the Minister of
Finance plus four more companies: Betako, Goldey, Blstrada Polska, and 20 17
Filmotechnika, operating under the permits grafigthe Minister of Finance
and the head of a Tax Chamber).

Games falling under so called “low level of riskentities conducting busines
activities exclusively on the basis of the permitanted by the head of a Tax 32 44
Chamber plus two more companies: Grand and Forap@ating under the
permits granted by the Minister of Finance andTthr Chamber)

TOTAL 54 63

2}

The financial and economic results of the companibEh pursue business on the games and mutual
wagering market in 2006 recognised in their balastoeet as at 31 December 2006 as well as reports
drawn up by the entities to be submitted to theistén of Finance were as follows:

2.3.1. The material situation of entities and their sources of financing

The value of assets and liabilities of entities dimting business activity in the games and mutual
wagering market as of 31 December 2006 amountdétLbb 1,544,019 thousand against PLN 1,253,394

thousand a year before.
Table 17

The structure of assets and liabilities of entifireshe games and mutual wagering market and gwirces of
financing (in PLN thousand)

2006
Including

2005
Including Total

Entities

Specification Total

Entites |8 - S o &k

=]

> T < ©
5-Sodu o s

c
TORE

Number of entities 54 2 20 32 63 2 17 44
Assets(in PLN thousand) 1,253,394 736,199 350,475 166,720, 1,544,01 824,845 425,74 293,430
of which: A. Fixed assets 485,877 106,417 267,445 112,015 611,67 98,512 333,106 180,056
B. Current assets 767,517 629,782 83,030 54,705 932,34 726,333 92,637 113,374
Liabilities (in PLN thousand) 1,253,394 736,199 350,475 166,7200 1,544,019 824,845 425,744| 293,430
of which:
A. Equity 814,226 572,781 157,560 83,885 942,025 610,882 179,943 151,200
of which:
- Share capital 217,434 119,167 55,843 42,424 283,670 119,166 106,982 57,5622
B. Total liabilities 439,168 163,418 192,915 82,835 601,994{ 213,962 245,804] 142,228
and provisions for
liabilities 27,223 - 21,897, 5,326 86,559 0 68,569 17,990
of which: - long -term 372,149 134,984 161,444 75,721 457,336| 171,569 165,214 120,553
- short-term
Revenue from total activities 6,124,496 2,512,601 2,738,690 873,205 7,414,262 2,390,376 3,479,666 1,544,220
(in PLN thousand)
Costs of total activitie@n 5,745,011 2,223,316 2,698,200 823,495 6,981,946/ 2,103,089 3,430,707 1,448,150
PLN thousand)
Profit/loss on economic 379,485 289,285 40,490 49,710 432,316 287,287 48,959 96,070
activity (in PLN thousand)
Extraordinary profitin PLN 3,257 - 3,200 57 46 0 0 46
thousand)

8 The companies Betako, Golden Play, Estrada Polska and Filmotechnika, which conducted business activities on the basis of decisions issue by the
Ministry of Finance and Directors of the Taxation Chamber in 2006, were included in the list of “high risk” entities due to the fact that their level of
income from mutual wagering and games salons was higher compared to the income from the centres where slot machine games with low prizes are

organised.
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Extraordinary losgin PLN 3,675 3,345 330 567 0 0 567
thousand)

Gross profit/losgin PLN 379,067, 289,285 40,345 49,437 431,795 287,287 48,959 95,549
thousand)

Income tax(in PLN thousand) 72,187 52,667 9,245 10,275 97,291 64,819 13,334 19,138
Mandatory charges on 36,059 35,964 - 95 35,661 34,719 0 942
financial results

(in PLN thousand)

Net profit/loss(in PLN 270,821 200,654| 31,100 39,067 298,843| 187,749 35,625 75,469
thousand)

Source: data obtained from balance sheets and prafiloss accounts of entities conducting busiaessities on the basis of
permits issued by the Minister of Finance and tiveddors of Tax Chambers

Within the structure of assets in 2006:

= Fixed assetsaaccounted foB9.6% against38.8% in the previous year, of which:
— In companies conducting business activity withia fitope falling under the State monopoly 11.9%
against 14.5% in the previous year,;

— in the remaining entities: 78.2% (high level okjiand 61.4% (low level of risk) against 76.3% thig
level of risk) and 67.2% (low level of risk)in tipeevious year, respectively;

=  Current assetsaccounted fo60.4% against61.2%in the previous year, of which:

— in companies conducting business activity withia fitope falling under the State monopoly 88.1%
against 85.5% in the previous yeatr,

— in the remaining entities: 21.8% (high level okjisand 38.6% (low level of risk) against 23.7% thig
level of risk) and 32.8% (low level of risk) in tipeevious year, respectively.

Within the structure of the market as a whole thki& assets of entities conducting business aesuin
the games and mutual wagering market amounted to:

- in companies conducting business activity wittiia scope falling under the State monopoly, asgets i
2006 were 53.4% against 58.7% in the previous year;

— in the remaining entities: 27.6% (high level okjiand 19.0% (low level of risk) against 28.0% thig
level of risk) and 13.3% (low level of risk) a ydaefore, respectively.

Chart 6. Assets structure of the entities from the games anchutual wagering market in the years 2005-

2006

2005
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2006

O Fixed assets B Current assets

In the assets structure of the entities from themegand mutual wagering market in 2006 the current
assets decreased by 0.8 percentage point compéted005, while the fixed assets were proportignall
higher. The engagement of the entities’ capitalhefsaid market is presented in Table 17.

Within the structure of liabilities:

= Equity accounted for 61.0%against65.0%in the previous year, of which:
— in companies conducting business activity withia #tope falling under the State monopoly: 74.1%
against 77.8% in the previous yeatr,
— in the remaining entities: 42.3% (high level okjisind 51.5% (low level of risk) against 45% (high
level of risk) and 50.3% (low level of risk)in tipeevious year, respectively;

= Liabilities and provisions for liabilities accounted f089.0% against35.0% in the previous year,
of which in companies conducting activity:
— within the scope falling under the State monop2.9% against 22.2% in the previous year,;
— in the remaining entities: 57.7% (high level okjiand 48.5% (low level of risk) against 55% (high
level of risk) and 49.7% (low level of risk) in tipeevious year, respectively.

Chart 7. Structure of sources of financing of the entitiesrbm the games and mutual wagering market in
the years 2005-2006
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2006

liabilities and provisions
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39,0%

equity
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The above-mentioned figures show that in 2006, ljkstin 2005, the entities from the games and m@lutu
wagering market on general showed a tendency tagentheir own capital on a larger scale (61.0% and
65.0%, respectively) than to use credit (39.0% 35®%, respectively). However, in 2006 there was a
decrease in the share of equity by 4 percentagetgp@iith a simultaneous increase in the share of
external sources of asset financing as compar@®@6. Moreover, the structure of asset financing wa
different for different entities conducting busiaexctivity on the games and mutual wagering market:

— the entities conducting business activity in thepgccovered by the State monopoly tended to engage
equity rather than external capital. Within theusture of their liabilities — equity amounted t0.18% in
2006 against 77.8% in the previous year and tahilities and provisions for liabilities were 250
against 22.2% a year before;

— entities included in the group of the so-calledgthievel of risk" showed the tendency to engage
external capital to a larger extent. Within theusture of their liabilities — equity amounted to.3% in
2006 against 45.0% in the previous year while thgdlilities and provisions for liabilities were 5P6
against 55.0% a year before;

— entities included in the group of the so-calledw'level of risk" showed the tendency to engage
equity to a larger extent. Within the structuretioéir liabilities — equity amounted to 51.5% in B0O
against 50.3% in the previous year while totalilitfdss and provisions for liabilities were 48.59¢anst
49.7% a year before.

Revenue from total activities were higher in 206621% than in the previous year. In companies
conducting business activity within the scope ceuddry the State monopoly it was lower by 4.8% while
in the remaining companies it was higher by 27%Hhével of risk) and 76.8% (low level of risk).

The revenue from total activities of entities ope@ on the games and mutual wagering market
comprise net revenue from the sales of goods amites, other operating revenue as well as findncia
revenue.

In 2006 the gross financial result of entities frtm games and mutual wagering market amounted to
PLN 431,795 thousand, out of which in the compamiasre the State Treasury is a sole shareholder,
conducting business activity falling within the peoof the State monopoly it was PLN 287,287
thousand, compared to PLN 379,067 thousand in 20@50f which in the companies where the State
Treasury is a sole shareholder, conducting busiaesigities falling within the scope of the State
monopoly it was PLN 289,285 thousand.

Income tax of the above-mentioned entities wasérigh 2006 and amounted to PLN 97,291 thousand
against PLN 72,187 thousand in 2005, whereas marndelharges on financial results were also higher
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in 2006 and came to PLN 35,661 thousand compartdd®iN 36,059 thousand in 2005. The decrease
in the value of mandatory charges on financial ltesmas caused by lowering the charges in companies
conducting business activity falling within the pecof the State monopoly that generate over 95&beof
revenue.

Net financial result of the above-mentioned ergitas PLN 298,843 thousand in 2006, out of which:

— In companies conducting business activity withia itope falling under the State monopoly: PLN
187,749 thousand;

— in the remaining entities: PLN 35,625 thousand{H&yel of risk) and PLN 75,469 thousand (low
level of risk).

232 Equity of the entities

Table 18 The structure of equity of the entities from thenga and mutual wagering market (in PLN
thousand)

] 2005 ) 2006
Specification Total Including Total Including
Entites [ w S oL §°23° |- Entities |~ S ol 38|53 s ©

Number of entities 54 2 20 32 63 2 17 44
Equity 814,226| 572,781 157,560 83,885 942,025 610,882 179,943 151,200
of which:

Share capital 217,434 119,167 55,843 42,424 239,570 119,166 62,882 57,522
Reserve capital 347,930, 257,449 82,115 8,366 425,935 308,133 101,702 16,100
Revaluation reserve 3,781 - 3,781 - 3,627 0 3,627 0
Remaining capital reserves 934 - 587 347 5,891 0 587 5,304
Retained profit/loss - 26,674 - - 15,866 - 6,319 -31,925| -4,166 -24,481 -3,278
Profit/loss of the business year  270,821| 4,489 31,100 39,067 298,927, 187,749 35,626 75,552

200,654

Source: data obtained from balance sheets and prafiloss accounts of entities conducting busiaessities on the basis of
permits issued by the Minister of Finance and tiveddors of Tax Chambers

The total value of equity of entities of the ganaesl mutual wagering market in creased by 15.7% in
2006 compared to the previous year, of which:

— In companies conducting business activity withia #itope falling under the State monopoly there
was an increase of 6.7%;

— in companies included in the group of entities eanithg business activity in respect of the so-chlle
games of high level of risk the increase was 14.2%);
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— in companies included in the group of entities aanchg business activity in respect of the so-chlle
games of low level of risk the increase was 80.2%.

The total value of share capital (shares) was higheompared to the previous year by 10.2%, irchwhi

— in companies conducting business activity withia #tope falling under the State monopoly there
was no change;

— in companies included in the group of entities eanichg business activity in respect of the so-chlle
games of high level of risk the increase was 12.6%;

— in companies included in the group of entities eanithg business activity in respect of the so-chlle
games of high level of risk the increase was 35.5%.

The total value of reserve capital was higher aspared to the previous year by 22.4%, in which:

— in companies conducting business activity withia fitope falling under the State monopoly there
was an increase of 19.7%;

— in companies included in the group of entities eartithg business activity in respect of the so-chlle
games of high level of risk the increase was 23.9%;

— in companies included in the group of entities eantithg business activity in respect of the so-chlle
games of low level of risk the increase was 92.4%.

2.3.3. Profitability of the sales of games and mutual wagering

Profitability of the sales of games and mutual wemgin particular market segments was very vamed
2006, just like in the previous years. Cash birgjorss did not operate, whereas the profitabilitcash
lotteries was the highest, despite a consideraintbdr decrease of sales, and amounted to 13.1%.
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Chart 8. Profitability ratios of games and mutual wagerin@D06
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Profitability of sales in particular segments oé tmarket of games and mutual wagering in the years
2004-2006 was as follows:

% Number games

Table 19 Profitability ratios of the sales of number gameshie years 2004-2006

Year Profitability ratio
2004 8.3%
2005 8.6%
2006 10.0%

Source: data on the basis of the SGL-1 report.

The profitability of the sales of number games badn characterised by a gradual constant growth by
2001, by 2% a year on average. In 2004 the prdlittadecreased to the level of 8.3%, while in 2006

ratio increased minimally (by 0.3 percentage poilt)2006 the ratio remained within the 2% annual
growth trend and amounted to 10.0%.

% Casinos

Table 20 Profitability ratios of the sales of games orgadiecasinos in the years 2004-2006

Number of game salons

Year Profitability ratio

total unprofitable salons
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2004 2.5% 25 12
2005 1.2% 27 11
2006 2.6% 27 11

Source: data on the basis of the SGL-1 report.

The profitability ratio achieved in 2006 was almdgtice higher (by 1.4%) than in 2005 when it
amounted to 1.2%, i.e. the lowest level betweer320@d 2005. However, the number of unprofitable
game salons did not increase and remained at the lsxel as in 2005.

% Slot machine games salons

Table 21

Profitability ratio

Profitability ratios of the sales of games orgagdiseslot machine games salons in the years 2008-20
Number of game salons

total unprofitable salons
2004 6.2% 167 39
2005 4.5% 175 45
2006 4.7% 188 45

Source: data on the basis of the SGL-1 report.

In 2006 the profitability ratio increased slightllgy 0.2 percentage point) as compared to the matio
2005. The number of unprofitable salons remainethatsame level although their share in the total
number of salons decreased. It results from thaingeof other salons in 2006. It is related alstarge
investment outlays and therefore the majority off gmmes salons do not reach the break even point in
the first year of operation.

% Mutual wagering

Table 22 Profitability ratios of the sales of mutual wageyin the years 2004-2006

Profitability ratio

Year

2004 2.6%
2005 0.9%
2006 2.0%

Source: data on the basis of the SGL-1 report.

After reaching the level not exceeding 1% in 2Q08, ratio increased more than two times in 2006 and
amounted to 2.0%.

% Cash lotteries

Table 23 Profitability ratios of cash lotteries sales in tlears 2004-2006

Profitability ratio

PML Sp. z 0.0.

Totalizator Sportowy Sp. z 0.0.
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2004 4.9% 5.5% negative
2005 9.9% 10.5% negative

2006 13.1% 13.6% negative
Source: data on the basis of the SGL-1 report.

In 2006 the profitability of sales in the cashdoitts market increased by 3.2 percentage pointpaed

to 2005. Only the lotteries organised by Totabze®portowy Sp. z 0.0. achieve the break-even point
The sales profitability ratio in 2006 was influedday inter alia the amount allocated for the paynan
winnings. In 2006 the share of winnings in theerayes amounted to 46.5%, and in 2005 to 40.1%.

% Cash bingo games salons

Table 24 Profitability ratios of cash bingo sales in thenge2004-2006

Year Profitability ratio
2004 negative
2005 negative
2006 Not operated

Source: data on the basis of the SGL-1 report.

The decrease in the revenues from cash bingo gamiésh was deepening in the years 2003-2005,
indicated that the activities in this market segireme unprofitable. The sales from the organisatibn
those games did not allow for generating profitidEnce supporting the above-mentioned fact isdbat
of the end of 2005 there were no permits introddoedash bingo salons. In 2006 no economic agtivit
within that scope of activities was carried out.

% Pointswhere slot machine gameswith low prizes ar e or ganised

Table 25 Profitability ratios of the sales of slot machirenes with low prizes in the years 2004-2006

Year Profitability ratio
2004 4.3%
2005 3.8%
2006 4.7%

Source: data on the basis of the annual information about the activities of the operatorsin the points offering sot machines games with low
prizes

Out of 42 entities carrying out activity in pointé games on slot machines with low prizes, in 6
companies the achieved sales level from organigimgmachine games with low prizes did not allow to
generate profits.

Profitability ratio of the sales of slot machinenges with low prizes increased by 0.9 percentagd po
2006 in comparison to 2005. Although the launctdihgew games requires large investment outlays, the
share of unprofitable enterprises in the whole grofienterprises decreased by 8.6 percentage points
2006 and amounted to 14.3%. In 2005 the share aedom 22.9%.



3. Tax on games, fees and payments in the games covered by the gover nment

monopoly

3.1. Tax on games
Table 26

points of slot machine games with low prizes.

(in PLN thousand)

Specification

Tax on games

Tax on games on the basis of the SGL-1 report la@dmnual Information about the activities of thétees in the

Changes of tax on games
(previous year = 1000)

2004

2005

2006

2005

2006

Number games 477 947 469 131 450 31D 98|2 94.0
Slot machine games salons 108 868 121 538 151 855 1161 124.9
Casinos 90 057 83 707 99 641 92.¢ 1190
Mutual wagering 62 192 63 754 83 037 102.5 130J2
Cash lotteries 17 299 10 547 8 560 61.0 81)2
Cash bingo games salons 1467 871 D 5914 -
Total (games and mutual
wagering) 757 830 749 548 793 403 98.9 105.9
Points of machine slot games wjth
low prizes 14430 56140 | 114213 389.1 203.4
TOTAL 772 260 805 688 907 616 104.3 112.7

Amounts due from tax on games in 2006 reached PQR&Imillion
2005.
The budget income due to tax on games for 2006 ateduo PLN 894.9 millioh
The difference between the amount due from taxamesg and the state budget income results inter alia
from:
= payments for previous years made in 2006;
= arrears not paid;
= issued post-control decisions on the amount of plagment of tax on games and its
reimbursement;
= shifts of a part of the payment of tax on gameth&beginning of a new budget year in some
cases.
This increase of income was generated mainly bgva segment of the games and wagering market, i.e.
slot machine games with low prizes which amountet03.4% in 2006.

and were 12.7% higher than in

In 2006 the growth of income from games tax waseneed in four market segments:
= the highest growth was in the segment of slot nmecigiames with low prizes, games tax income
increased here by 103,4%;
= in the mutual wagering segment - by 30.2%;
= in the slot machine games segment — by 24.9%;
= in casinos segment — by 19%.
The decrease in the income from tax on games veasded in the case of:
= cash lotteries — by 18.8%;
= number games — by 4.0%.

In the case of cash bingo games, there were neeg@dscfrom tax on game since no activities were
conducted in this regard.

9 Data from the implementation of the state budget for 2006.
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As compared to the previous year’'s dynamics, theanhjcs of tax on games decreased in the number
games and cash lotteries segment and increasddther segments of the market, apart from cashdi
games. The increase was the highest in the segrhsliot machine games with low prizes, i.e. fro93.

to 12.0% of the share in total tax on games in 2006

Table 27
wagering (%)

Structure of the income from games tax in the y@&®@4-2006, broken down by types of games and rhutua

Type of game 2004 2005 2006
Number games 61.9 58.2 49.6
Slot machine games salons 14.1 15.1 16.7
Casinos 11.7 10.4 11.0
Mutual wagering 8.1 7.9 9.2
Slpt machine games with low 19
prizes 7.0 12.6
Cash lotteries 2.2 1.3 0.9
Cash bingo games salons 0.2 0.1 0

The following games had the biggest share in thesire of games tax income for 2006:

= number games (49.6%),

= slot machine games salons (16.7%),

= points where the slot machine games with low praresorganised (12.6%),

= casinos (11%),

= mutual wagering and cash lotteries (9.2% and 0&8pectively).

There was no income from the tax on cash bingo gam2006 due to the fact that the operators ceased
activities in this regard. The share of the taxcash bingo games in the structure of the tax onega

remained at a low level and was of marginal impuarain the previous years.

Chart 9.

Change of structure of income from games tax in thgears 2004-2006
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The share of tax on slot machine games with lowegriand on slot machine games in the state budget
income from tax on games gradually increased inatidysed period. After a decline, the tax income
from mutual wagering also increased last year. é&l@w, the share of the tax on number games and cash
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lotteries decreased. The share of the tax on gamgamised in casinos fluctuated slightly in thergea
2004-2006.

Dynamics of the income from games tax in particdagments of the market of games and mutual
wagering is varied and was as follows:

% Number games

Tax on number games in the years 2004-2006 amotmigeer a half of total income of the state budget
in this respect, while in 2006 its share in theoime fell below 50%:

* in 2004 - 61.9%,

= in 2005 — 58.2%,

= in 2006 — 49.6%.

% Casinos

The share of the tax on games organised in casingsased again after a slight drop in 2005:
* in 2004 - 11.7%,

* in 2005 - 10.4%,

* in 2006 — 10.99%.

% Slot machine games salons

The share of budget income from the tax on slothimecgames grew steadily in the structure of games
tax in the analysed period:

* in 2004 - 14.1%,

* in 2005 - 15.1%,

* in 2006 — 16.7%.

% Mutual wagering

Between 2004 and 2006 the budget income from taxwatoal wagering fluctuated within the range of 8-
9%.

Table 28 Tax on mutual wagering games in the years 2004-2006 (n PLN
thousand)
Types of mutual wagering 2004 2005 2006
Totalisator systems 1365 1095 807
Bookmaking 60 827 62 659 82 230
TOTAL 62 192 63 754 83 037

Source: data on the basis of the SGL-1 report.

In 2006 the budget proceeds from games tax on thwiagering were higher by 30% as compared to the
previous year. After the decline in the increade @ proceeds in 2005 (around 2.5% as compared to
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2004), the increase rates exceeding 20% withinaa ras returned (in 2004 the proceeds increased by
22.6%).

The structure of income from the tax on mutual waxgegames in the last three years fluctuated:

= in 2004 - 8.1%,

= in 2005 - 7.9%,

= in 2006 — 9.2%.

The overwhelming majority of revenue from the taxrautual wagering games is generated by entities
organising bookmaking services (99.0%).

a) totalisator systems— structure of income from games tax

Table 29 Structure of income from totalisator games in tharg 2004-2006 (%)
Types of totalisator systems 2004 2005 2006
Guessing the results of contests between animals .5 36 35.5 1.0
Guessing the results of contests between people 5 63. 64.5 99.0

Tax on bets consisting in guessing the resultpofts competition in which the competitors are peop
accounted for the majority of the structure of imeofrom totalisator systems. Pursuant to the Aettax
rate on guessing the results of sports competitiomhich the competitors are people amounts to 10%,
and on guessing the results of sports competitiomhich the competitors are animals — 2%. In addijti
Stuizewiec Tory Wycigdw Konnych Sp. z 0.0. ceased to operate in 200@he previous years this
company generated a significant share of income fioets consisting in guessing the results of sports
competition in which the competitors are animals.

b) bookmaking — structure of income from games tax

Table 30 Structure of income from bookmaking services inytbars 2004-2006
Types of bookmaking services 2004

Guessing the results of contests between animals — - -

Guessing the results of contests between peopletaed

100.0 100.0 100.0
events

The tax on bets consisting in guessing the regfltsports competition in which the competitors are
people has accounted for the majority of incomenftbe tax on bookmaking services since 2001. The
bets consisting in guessing the results of spanspetition in which the competitors are animalsever
still not conducted in 2006 and the structure ekreies from previous years has changed. The majorit
of revenues, i.e. 70.1% came from “other bets”, eqgurrence of various social or economic events.
Only 29.9% of revenues in 2006 came from wagerimggisting in guessing the results of sports cositest
between people.

% Cash lotteries

The tax on cash lotteries decreased by 19% in #0@6mparison to 2005. It was another year with the
decreasing income and tax on games from cashié&stéhe tax decreased by 39% in 2005 as compared
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to 2004). The share of cash lotteries in the arecbf the games tax is characterised by a constant
downward trend.

* in 2004 - 2.2%,

= in 2005 - 1.3%,

* in 2006 — 0.9%.

% Cash bingo games salons

The activities related to cash bingo salons hawen beharacterised by a distinct downward trend for
several years, both in terms of revenues and gaaxebudget income. In 2005, in comparison to the
previous year, tax on games organised in cash lBafpms was lower by 40.6%. In 2006 the revenues
from this tax ceased completely due to the expiticenses for the organisation of cash bingo games
The share of cash bingo in the structure of gamesdédcreased from 0.2% in 2003 to 0% in 2006.

= in 2004 - 0.2%,

= in 2005 - 0.1%,

= in 2006 — 0%.

% Pointswhere slot machine gameswith low prizes are organised

Pursuant to Article 45a of the Act, taxpayers hgwnlicense to organise slot machine games with low
prizes paid a flat rate games tax in 2006, amogribrEUR 125 for every slot machine with low prizks
was EUR 25 more than in 2005.

Income from flat rate tax on slot machine games \atv prizes amounted to PLN 114.2 million in 2006
and had a 12.6% share in the tax on total gamesamahl wagering market. The strong upward trend on
this segment of the market was maintained andriegged 103% more income from tax on games as
compared to 2005 (PLN 56.1 million of additionaterues). Dynamics of this type of budget revenue is
still very high though for obvious reasons it diot mccomplish a 389.1% increase in the revenues fro
tax obtained in 2005 as compared to 2004.

3.2. Income from feesfor licenses, examinations and professional certificatesin 2006

Pursuant to the act fees for granting or extenticemses, organizing examinations, issuing a psxbesi
certificate or acknowledging certificates issuedabgpecialized institution as equivalent to pratess
certificates, pursuant to article 19 (4) of the ,Amnstitute income of the state budget and weick tpaa
separate account of the minister responsible for blipu finance.
In 2006 the revenues in this regard amounted to B2 million and were 5.6% higher than in the
previous year when such revenues amounted to PLN@flion and were 14.3% higher than in 2004.

3.3. Extra payments for rates, prices of tickets and other evidence confirming the
participation in games

As from 1 November 1994, the amendment to the Acgames and mutual wagering of 19 August
1994°

10 bz, U. of 1994r, No 98, item 472
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introduced extra payments to rates in humber gambgh are a government monopoly. The extra
payments amount to 20% of the rate establisheeMery game.

As of 15 June 2003, another amendment of the Aceased the rate of extra payments in number games
from 20% to 25%. In addition extra payments amaghtio 10% for videolotteries, cash lotteries and
telebingo games were established.

According to the binding regulations as of the en@006, the income from above mentioned sources
was transferred to a separate account createtisopirpose by:

= the minister competent for culture and nationaitage — 20%;
= the minister competent for physical education gratts- 80%.

The amount of extra payments calculated for rategaimes, which constitute government monopoly, in
the years 2004-2006 is shown in Table 31.

Table 31 Income due to extra payments to rates in gameshwiunstitute the government monopoly
(in PLN thousand)
Year 2004 2005 2006

Income due to extra payments to rates in number 597 433 586 414 562 887
games

Income due to extra payments to rates in cash 4953 5928 5503
lotteries

TOTAL OF EXTRA PAYMENTS 601 686 591 642 568 390

Source: data on the basis of the SGL-1 report.

Totalizator Sportowy Sp. z 0.0. and Polski Monolpoleryjny Sp. z o.0. transferred the amount of PLN
543 242 thousand on the dates specified by law for:

- culture PLN 108 648 thousand

- sport PLN 434 594 thousand.

4. Supervision and control of the activitiesregulated by the act

Pursuant to Article 48 of the Act, minister compeetdr public finance exercises supervision andi@bn
over the activity of the entities organising aneauacting chance games, mutual wagering, slot machin
games or slot machine games with low prizes — gards compliance of the activity with the provison

of the Act, the license issued and the rules ofctience game, mutual wagering, slot machine game or
slot machine game with low prizes. Minister compéeter public finance performs the supervision and

control through organisational units subordinateheminister, like:

1) competent departments of the Ministry of Firea(gince 20 May 2006 they are: the Customs Service
Department and the Customs-Excise Control and Gaglontrol Department);
2) Tax Chambers and Tax Offices;

3) Customs Offices.
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Making use of the current legal possibilities thaister in charge of pubic finance matters, by wagn
ordinancé', has provided Directors of Tax Chambers with theps of the supervisory and control
powers in respect of entities organising the follmpygames on the territory of the given Chamberaraw

lotteries, raffle bingo, promotion lotteries andtshachine games with low prizes.

The minister competent for public finance exercialBs® special tax supervision as regards organising
games on tables, slot machine games and slot neaghimes with low prizes, in the scope and on the

basis of provisions of separate regulatitins.

In 2006, the supervision and control on behalhefMinister of Finance was carried out:
1) apriori—

« through the analysis of submitted documents throadministrative proceedings, within the

framework of the licensing procedure;
2) a posteriori —

« through the control of the activities of entitieenducting their activity on the basis of a permit
issued by the Minister of Finance as well as irtiest acting within the State monopoly in
respect of games of chance;

« through the supervision of Directors of particulaax Chambers as regards the correctness of
issuing of permits for the organisation of promnotiotteries, award lotteries, raffle bingo and slot
machine games with low prizes on the territory io¢ & oivodeship;

« through constant cooperation with other state l®d&regards the supervision of the market of

chance games, mutual wagering, slot machine ganteslat machine games with low prizes.

Supervision and control exercised by Directors ak TChambers and heads of Customs Offices is
performed through:

- controls by employees of competent Tax Chambersoafect organisation of award lotteries,
raffle bingo games, promotion lotteries and slothiae games with low prizes — according to
the territorial scope of organisation of these gaaned the place of issuing of decisions allowing
for the games to be organised;

» special tax supervision by heads of Customs Officesegards games organised in casinos, slot
machine games in salons and slot machine gamedawitiprizes in game points, in the places

where they are organised.

The control exercised in 2006 by the officers atitieal by the Minister of Finance was to verify whest
the entities that had been granted a license obgbey provisions of the Act, the regulations angl th

conditions specified in the permit.

1 Regulation of the Minister of Finance of 28 August 2003 authorising the heads of Tax Chambers to perform certain activities concerning the games
of chance and mutual wagering (Journal of Laws No. 152, item 1486).

12 Act of 24 July 1999 on the Civil Service (Journal of Laws of 2004, No. 156, item 1641 as amended).
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The controls exercised by fiscal administration hadds of Customs Offices were aimed at:

ensuring that tax duties are fulfilled and othemants due, which constitute the revenue of the
state treasury, have been paid;

verifying whether entities carrying out economit¢iaty concerning games and mutual wagering
act in line with the provisions of the Act, the ex@ive regulations issued for the Act, granted

permits and approved regulations of the game ouahutagering.

The above bodies exercise control in the scopeltigurom the provisions of the Act and other

provisions regulating their scope of activity.

Table 32 Number of controls performed in the y@a34-2006

Institutions performing the controls
Minister of Finance (controls carried out by thepBgment of

Chance Games (2002-2006) and the Customs-ExcisieaCon 41 26 20
and Gambling Control Department - 2006)

Tax Chambers 38 34 24
Treasury Control Offices (own controls): i

Customs Offices (random controls performed by spdak
supervision officers)

6476 13046 15 646

Supervision and control performed on behalf of theMinister of Finance

In 2006, competent departments with control poveersducted 20 controls on behalf of the Minister of

Finance, of which:

1 control of a casino;

1 control of a slot machine games salon;

1 control in the seat of a company owning slot maElgames salons and casinos;

3 controls of nationwide promotion lotteries;

1 control of an audiotext lottery;

11 controls in points of mutual wagering;

1 control in the seat of an entity carrying outremic activity concerning mutual wagering;

1 control in the seat of Totalizator Sportowy Sm.@. in respect of organising number games —

‘Zaktady Specjalne’ (Special Bets).

The detailed list of the performed controls is pded in Annex 1.
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During the controls performed in 2006 by the Custdfrcise Control and Gambling Control Department
of the Ministry of Finance the following items weverified: the organisation of mutual wagering fgsin
and game centres, the organisation of promoticeries, audiotext lotteries and mutual wagering as
regards the compliance of their activity and orgation with the provisions of the Act, the pernmtiahe

approved regulations of a chance game, mutual wager slot machine games.

During the controls carried out in 2006 in mutwalgering points, game centres and seats of entities
organising chance games, mutual wagering and simthime games the following irregularities were
detected:
- failure to notify the Minister of Finance on comnaérg an activity that requires a permit;
- failure to state the full value of the pool of @#zin a promotion lottery;
» lack of a supervisory commission for the organisatf promotion lotteries;
« irregular inventorying and writing out of persowattificates of the prize;
- failures to hold a professional certificate issumd the Minister of Finance by individuals
supervising the games;
« issuing prizes to the winners in a manner thas falmeet the rules of promotion lotteries;
- participation of individuals who fail to meet thées of the game in promotion lotteries;
« conducting activity in respect of mutual wagerimg glaces other than those featured in the
permit;

« organising slot machine games with low prizes im{goof mutual wagering.

As a result of the controls, in 2006 the compefeat Offices received 19 notifications of suspected
crimes or tax offences — as defined in Chapter ¢hefFiscal Penal Code (fiscal crimes and offences
against the proper organisation of chance gamegfjainwagering and slot machine games). The total

value of fines imposed by the Tax Offices in tldgard amounted to PLN 4,150.

Supervision and control performed by Tax Chambers

Within the framework of the exercised supervisiod gontrol the Tax Chambers carried out 24 controls
during which they controlled the organisation of0motion lotteries (see Annex 2). As a resulthef
controls, 5 cases were transferred to Tax Offinemder for penal tax proceedings to be launched.
The irregularities detected by the Tax Chamberseared the following:

- failures to hold a professional certificate by iiduals supervising the organisation of promotion

lotteries;

« organising promotion lotteries without the requipsatmit.
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Within the framework of the exercised supervisiom a&ontrol in 2006, Tax Chambers carried out 7
controls of the activities of entities organisingdaconducting the slot machine games with low grine
the seats of those companies and controlled 13#gpoiganising slot machine games with low prizes.
The irregularities detected by the Tax Chamberseared the following:
- lack of a register to state and calculate the amoiia lump-sum tax on games;
- lack of security seals of the examination entitygame machines;
- failures to inform the Tax Chamber on the changethé ownership of the premises where a
game point is located,;
» lack of registration certificates of the slot maws used in the game points;
» registration certificates of the slot machines usetie game points not certified as true copies;
« locating game points in premises of a differentetypan that stipulated in the Act on chance
games and mutual wagering;
« names of premises where a game point is locatéetetiit than that featured in the permit;

« situating a game point within less that 100 m frammeducational institution.

Within the framework of the exercised supervisioax TChambers analysed documentation connected
with the conducted licensing procedure as well hes dorrectness of the performance of the granted
permits in respect of the number of game pointadhad, observing the date of launching the activity
the accuracy and timeliness of submitting colldtaral fulfilment of the conditions for localisingume

points.

Supervision and control performed by special tax spervision officers

Controls in casinos, slot machine games salongpairds of slot machine games with low prizes were

carried out by special tax supervision officers Eyed in or on duty at Customs Offices.

In 2006, within the framework of special fiscal swgsion, Customs Offices conducted controls in 27
casinos in respect of opening and closing gamesadnhd calculating the results of table games knd s

machine games in the form of an ongoing supervision

In slot machine games salons special fiscal sugiervivas carried out in the form of random controls

In 2006, special tax supervision officers perfornigd70 random controls in 188 slot machine games
salons.

The scope of the controls included:

« checking the readings of the credit and chip casrdaad comparing them with the daily reports;
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« calculation of the results of slot machine games;
» checking the documentation kept;
- establishing the actual situation as compared dosttuation featured in the official inspection

protocol.

The controls carried out by the special tax supaywiofficers revealed 6 irregularities.
They were mainly linked with inconsistencies of otar readings in slot machines (4 cases), lack of a

seal of the examination entity (1 case) and irragtigs in documentation (1 case).

In 2006, special tax supervision officers perfornidJ876 random controls in salons organising slot

machine games with low prizes.

The scope of the controls included:

« calculation of income, application of the maximust Bnd the value of the maximum winning in
the slot machine games with low prizes;

» checking the documentation kept;

» establishing the actual situation as compareddgituation featured in the protocol of an official
check.

The controls carried out by the special tax supeiofficers revealed 386 different irregularities

They were mainly connected with:

» lack of appropriate entries into ti@ontrol register of the use of slot machines and errors in the
documentation kept — 91 cases;

» revealing expired service seals on slot machir eases;

- delayed notifications to the head of the Customigc®ff the introduced changes in respect of
the situation established in the official inspectmyotocol — 19 cases;

« carrying out slot machine games without the necggsarmit — 11 cases;

« lack of a readily available rules of games in shatchine games points; lack of information on the
prohibition of participation of minors in the game$ cases;

- exceeding the permitted value of a single winnitttagige of the euro exchange rate) — 7 cases;

- lack of a valid certificate of the registration €ibt machines in the premises where they were
used — 3 cases;

« launching a slot machine before the declared dateeccommencement of use — 1 case;

» participation of a minor in a game — 1 case;

- failure to adhere to rules pertaining to localismglot machine games with low prizes point

within an obligatory distance from religious wonglwentres and schools — 2 cases;
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- zeroing counters in 4 slot machines because oftlwihicas not been possible to count incoming

and outgoing payments — 1 case.

Moreover, the Customs Service has conducted systemantrols of entities organising slot machine
games without a valid permit. The aim of the cdstrs to eradicate or substantially limit the ‘gragne’

of illegal slot machine games. Control and recosswice activities are conducted by Customs Offices,
frequently with the aid of the Police.

As a result of the activities 1,089 controls weaeried out in 2006. In connection with the infringent

of the provisions of Article 107 of the Fiscal PeBGade 1,574 slot machines were secured in 2006.

The total amount of fines imposed by Customs Offiae a result of finalised penal tax proceedings wa
PLN 141,133 in 2006, while courts ruled on the wation of 474 slot machines.

It has to be pointed out that the number of secal@dmachines on which illegal games were orgahise
has been steadily decreasing. There is also thdemney to open legal points where the slot machine
games with low prizes are organised in premiseganvitiegal machines were previously discovered. The
number of legal points where the slot machine gamébk low prizes are organised has been

systematically increasing throughout the country.

Within the framework of the statutory obligation of supervising the Tax Chambers the following
activities were conducted:

- the analysis of compliance of the decisions and approved rules of the games with the
requirements of the Act and its executive regutetjassued by the Tax Chambers;

« assessment of the correctness of the supervisidrcamirol over local organisation of chance
games by Tax Chambers on the basis of an analfysisbmitted documentation of the controls
performed.

In connection with the competences resulting frorticke 13 of the Act and its executive regulatioims,
2006 the Tax Chambers examined 104 applicationgfanting permits to conduct economic activity
within the scope of organising slot machine gamigs lew prizes, issuing positive decisions in 64&a

Tax Chambers did not receive any applications fanting a permit in respect of raffle bingo. Thesss

one application for a permit to organise an awattity but it was not accepted. The Tax Chamber was
submitted 98 applications for a promotion lotteny of which 85 permits were issued.

The analysis of the decisions on granting permsgseéd by Tax Chambers and the approved rules of the
games revealed numerous irregularities in resgddtieccompliance with the requirements of the Aal a
the Regulation of the Minister of Finance of 3 J@2@83 on the conditions concerning the organisaifon

games of chance and mutual wagerihg.

13 Journal of Laws No. 102, item 946.
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The irregularities revealed in the decisions issbgdhe Chambers — permits for the organisation of
promotion lotteries concerned dates of organidiegdttery other that the date featured on the pexna
in the rules.
The irregularities revealed in the rules goverriimg organisation of promotion lotteries approvedhsy
Chambers concerned:

- lack of the name of the lottery;

« lack of the name of the entity organising the Igtte

- difference between the date for the organisatia@lottery specified in the rules and the date of

issuing prizes;
- failure to specify the deadline for submitting ata
- failure to specify the value of the pool of prizes;

« using the notions of a ‘promotion lottery’ and argpetition’ interchangeably.

The analysis of the decisions on permits issuethbyTax Chambers and the approved rules of the slot
machine games with low prizes showed that:
 irregularities in permits granted for organisinglanducting activity in respect of slot machine
games with low prizes includenhter alia:
- imprecise specification of the location of poimiganising games on slot machines with low
prizes;
- the irregularities in the approved rules goverrmgorganisation of slot machine games with low
prizes concerned:
- lack of the full name and address of the emiryanising the game;
- unspecific statement of rules of the game;
- incorrect definition of the capital of the gamkoeated for the immediate payment of the

winnings or the failure to specify this capital.

In 2006, the Ministry of Finance responded to 1Bplaints from the participants of games and mutual

wagering concerning the principles of the organgaties and mutual wagering, of which:

. 9 complaints concerned number games;

. 2 complaints concerned slot machine games;
. 1 complaint concerned an audiotext lottery;

. 7 complaints concerned mutual wagering.

Summing up the execution of supervision and comvel activity covered by the Act by the Ministdr o
Finance it has to be stressed that the numberegfularities detected by way of controls of engiteting
legally on the chance games and mutual wagerindgkehaonducted in 2006 shows a declining trend,

which proves the preventive role of the controls.
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When it comes to controls of illegal organisatidrgames, particularly slot machine games, it haseto
underlined that apart from revealing the practiceé punishing the perpetrators there is also theetecy
to open legal points where the slot machine ganislaw prizes are organised in premises whergdle

machines were previously discovered.

5. Registration, examinations and professional certificates

5.1. Registration of slot machines and other devices used for games

Exercising the delegation from Article 16 of thetAte Minister of Finance, by way of the Regulatad
3 June 2003 on the conditions concerning the osgéinn of games of change and mutual wagériagt
forth the general conditions for organising the gamand the conditions for the certification of ghet
machines or other devices used for games fit feramsthe territory of the Republic of Poland.

The examination preceding the registration of arslachine or other device used for games is caaigd
by the examining unit authorised by the ministspmnsible for public finance.

The examination consists in checking whether thesttaction of the slot machine or other device used
for games guarantees:

= safety of use;

= correct functioning of electromechanical and el systems;

= possibility to establish the degree of the randesaraf the game;

= protection against external interference;

= correct establishment of the maximum bid and theimam value of a single winning.

The examination which precedes the registrationealso checking whether the slot machine is
equipped with:

1) information visible for the players, placed in aywahich prevents its removal without damaging or
destroying the machine, which states the name efstbt machine, the bid, table of winnings, the
description of how the game is played and the atdha of the permit referred to in Article 24, Para
1 and 1a of the Act;

2) the system for permanent registration and recordinthe data which allow for establishing the
amount of the taxation basis for the tax on gamehke case of slot machines or the tax on income in
the case of slot machines with low prizes.

It should be added that the above-mentioned pmvisipplies to other devices used for games

accordingly.

14 Journal of Laws No. 102, item 946.
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The minister responsible for public finance autbedi the following entities to carry out the exartiores
preceding the registration of slot machines or otlewices used for games:

University of Science and Technology (AGH) in Craco
Electrotechnical Institute, Branch | in Gk

Institute of Power Engineering in Warsaw;

Institute of Precision Mechanics in Warsaw;

Lublin University of Technology;

Technical University of Logt

Rzeszéw University of Technology;

Warsaw University of Technology;

© © N O~ DNPRE

Wroctaw University of Technology;
. Polish Centre for Testing and Certification in \Wawrs
. Industrial Institute of Electronics in Warsaw;

e
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. Office of Technical Inspection in Pozia
. Research and Development Unit PREDOM OBR.
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w

When a given entity obtains the positive resulthef examination preceding the registration, theisten
responsible for public finance confirms the regititm of the slot machine or other device usedyfones
upon the application of the entity in which he/#hdicates the registration number of the slot maetdr
other device used for games. The confirmation ef tégistration indicates that the given entity is
authorised to put the slot machine or other defocggames to operation and use it. The confirmatibn
registration is valid for 6 years.

From 15 June 2003, i.e. from the date of the @ntoyforce of the amendment to the Act, the appilice
for registration are submitted by the entities wiag out activities related to games of chancet slo
machine games and slot machine games with lowgrize

Table 32

The number of confirmations of registration of simchines or other devices used for low-prize gasmsed by
the minister responsible for public finance in 2006

Devicesfor

Place of use games of Slot machines
chance

Slot machine games salons 18 1466 1484
Casinos 8 63 71
Cash bingo games salons - - -
P_omts where sl_ot machine games with low ) 10426 10426
prizes are organised

TOTAL 26 11955 11981

Since the entry into force of the amendment toAbg i.e. from 15 June 2003 until 31 December 2005,
the total of 39,247 slot machines and devices tmegames as well as slot machines for games with |
prizes were granted the confirmation of registratio
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5.2. Professional examinations and certificates

The rules governing the examinations and the is§peofessional certificates and the payment of fiee
2006 were regulated by the provisions of the Aal #re implementing provisions (Regulation of the
Minister of Finance of 3 June 2003 on the executiboertain provisions of the Act on games of cleanc
and mutual wagering).

In 2006, 87 examinations were carried out by tharoession appointed by the minister responsible for
public finance. 2,932 candidates took the exanwnatiin 2006. Those who passed were granted
professional certificates (2,897 individuals).

The number of examined persons, the professiondficates issued and the fees collected in 2006 by

entities and type of games or mutual wagering wasgmted in Annex 3.

The budget received PLN 2,071,409 in examinaties fa 2006 and PLN 654,722 in fees for the issue of
professional certificates (PLN 2,726,131 in total).

Table 33 The number of examinations, the number of entaigslying for the examination and the number of gsefonal
certificates issued in the years 2004-2006

Number of professional

Number of examinations

certificates issued

2004 51 1855
2005 72 2557
2006 87 2897

In 2006, the minister responsible for public finanexamined 877 applications for professional
certificates submitted by the entities conductimgr®mic activity in the field of games and mutual
wagering.

In 2006, in accordance with Article 19, Para. 4thed Act, the minister responsible for public financ
decided that 12,914 certificates issued by Totaiz&portowy Sp. z 0.0. for the total fees amountin
PLN 2,918,564 were equivalent to professional fieaties.

15 Journal of Laws No. 102, item 948 as amended.
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