
ONLINE LOTTO AGAIN AT LAST!
ANNUAL REPORT 2012



Lotto24 is one of the first private  
German companies to offer online  
lotteries again!

Germans – or around 25% of all adults 

– regularly play the state lottery »Lotto«. 

This makes our country one of Europe’s 

largest markets. Due to advertising 

restrictions and the online ban, the 

market had been in decline since 

2008. Following the removal of these 

barriers, the introduction of the new 

EuroJackpot product and the planned 

price increase for Lotto 6aus49, signifi-

cant growth is now expected. We want 

to exploit this market potential as the 

basis for our business.

of all lottery players would submit 

their tickets online, according to a 

study conducted by GfK. Considering 

the online share of the lottery market 

amounted to just 8% in 2008, it is 

likely to grow strongly in future – a 

catch-up potential from which we 

intend to benefit.

50%16 million
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BENEFITS OF ONLINE LOTTERIES

Our customers enjoy numerous 

benefits: such as extended sub-

mission deadlines, notifications 

via e-mail and text message, and 

our comprehensive customer 

service free of charge. Thanks 

to repeat order functions, no 

player will ever miss the chance 

to win a fortune – and thanks to 

automatic account crediting, no 

winnings will ever go missing.

FOCUS ON INTERNET AND TV ADVERTISING

With the aid of targeted marketing, we aim to reach our cus-

tomers efficiently – via both their home computer and mobile 

devices. We work together with major partners and constantly 

optimise content, placements and campaigns in order to achieve 

the best-possible results. By raising the number of registered 

customers and expanding our market share, we aim to steadily 

raise our revenues.

 Income without bookmaking risk 

 Established products with high market penetration 

 Attractive online services for customers

PROMISING BUSINESS MODEL
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LADIES AND GENTLEMEN, 

We are delighted to be able to present the first Annual Report of Lotto24 AG as an independent 
listed company and to inform you about our first eventful year in business.

Promising business model
Lotto24 brokers lottery products via the Internet. We receive brokerage commissions from the state 
lottery companies. Thanks to this attractive positioning in the value chain, we can generate income 
without bearing the bookmaking risk ourselves. Thanks to the appeal of our products and our 
excellent services, we are already well-known on the market and well received by our customers.  
In addition to our marketing expertise and leading technology for game processing, we believe  
that the major competitive advantages of Lotto24 AG lie in the experience of our management  
team and our employees, as well as our extensive knowledge of the regulatory environment and 
excellent business connections.  

Eventful business year
In February 2012, Lotto24 was one of the first private companies to recommence the online 
brokerage of state-run lotteries in Germany. This had not been possible since the second stage  
of the German State Treaty on Games of Chance was introduced on 1 January 2009 (Internet ban). 
Following the spin-off from Tipp24 SE in June 2012 and a capital increase in which all new shares 
were subscribed, Lotto24 was successfully listed in the Prime Standard segment of the Frankfurt 
Stock Exchange on 3 July 2012: its first quote of EUR 3.00 exceeded the issue price of EUR 2.50  
by 20% – as a result, our stock market debut was the most successful IPO of a German company  
in 2012.

We reached a further important milestone on 24 September 2012: Lotto24 AG was one of the  
first private German companies to receive a five-year permit for the brokerage of state lotteries via 
the Internet – a basic prerequisite for nationwide operations. However, there are still many highly 
restrictive conditions which we believe contravene valid law: these include disproportionately strict 
measures for the protection of minors and the obligation to broker tickets according to regions. 

Conditions established for sustainable growth
Our business was severely restricted by regulatory conditions in 2012, making it almost impossible 
for Lotto24 to generate revenues. However, we used this time to lay an important foundation for  
our sustainable growth: since receiving our permit, we have steadily expanded our online lottery 
brokerage in Germany – and by the end of 2012, around 90% of all Germans could play Lotto via 
our website again. With regard to the age verification requirement, we developed our own innova-
tive and certified process which has been well received by customers. In 2012, we already recruited 
two major cooperation partners as multipliers for our B2B business in WEB.DE and GMX. We regard 
this as an important step on our way to developing the re-opened German online lottery market and 
quickly securing market shares. At the same time, we planned marketing campaigns and prepared 
them for the expected launch of advertising activities.

As a result, we were well prepared for developments in early 2013. Following the introduction  
of the advertising guideline on 1 February 2013 – regulating advertising and customer acquisition 
especially via TV and the Internet – Lotto24 was one of the first private German companies to receive 
a permit for online and TV advertising on 13 March 2013. We can now market our products 
throughout Germany via these channels.
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Promising growth strategy
We want to be Germany’s leading broker of lottery products via the Internet. The IPO in July 2012 
provided Lotto24 AG with considerable liquid funds. We intend to use these funds to expand our 
business activities – especially in terms of customer acquisition and our product portfolio, but also 
to optimise our IT platform. Compared to this expenditure, revenue streams from our fledgling 
business are still likely to be low at first. 

However, we expect the ongoing liberalisation of the lottery market and the planned price in-
crease for the product »Lotto 6aus49« to boost overall revenues significantly, with above-average 
growth for the online sector – thus benefitting Lotto24.

These are exciting times. We look forward to taking the next steps together with you, our share-
holders, and thank you for your continued trust and support.

Hamburg, 14 March 2013

Petra von Strombeck Magnus von Zitzewitz 
CEO Member of the Executive Board  

PETRA VON STROMBECK, born 28 June 1969, graduated 
in business administration and has been the Chief Executive 
Officer of Lotto24 AG since 10 May 2012 with responsibility 
for Corporate Strategy and Development, Marketing & Sales, 
Human Resources, IT and Investor Relations. She was previously 
a member of the Executive Board of Tipp24 SE as of July 2011 – 
where she already served from March 2008 to March 2009 after 
being appointed Marketing Director in November 2007 – with 
responsibility for Sales, Marketing and Brand Management. 
She also has experience as a consultant in the field of lotteries 
and gaming, was Managing Director of a French subsidiary of 
Tchibo, was Head of eCommerce at Tchibo direct GmbH, and 
headed the Advertising department of Premiere Medien GmbH 
& Co. KG. Ms von Strombeck graduated in international busi-
ness administration at the Ecole des Affaires de Paris (now ESCP 
Europe) in Paris, Oxford and Berlin.

MAGNUS VON ZITZEWITZ, born 19 March 1968, graduated  
in media studies and has been a member of the Executive 
Board of Lotto24 AG since 2 May 2012 with responsibility 
for Legal Affairs and Regulation, Finance, Accounts, Taxes, 
Controlling, Compliance, Risk Management, and Communica-
tion. From October 2010 to May 2012, he was sole Managing 
Director of the predecessor company Tipp24 Deutschland 
GmbH and Director of Corporate & Public Affairs at Tipp24 
SE with responsibility for legal, political and regulatory affairs. 
Before joining Tipp24 SE, Magnus von Zitzewitz was Executive 
Board member of Bet 3000 AG and held management and 
Executive Board positions including ProSiebenSat.1 AG, Stage 
Entertainment GmbH, MobilCom AG and Universal Entertain-
ment GmbH. Mr von Zitzewitz studied communication research, 
media sciences  and economics in Hanover, Germany.
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01. 
SHARE & CORPORATE 
GOVERNANCE
Following our successful IPO in June, 
the unresolved regulatory situation 
continued to hamper business and 
thus the performance of the Lotto24 
share.
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SHARE

SUCCESSFUL STOCK MARKET DEBUT
Following the successful capital increase in June 2012 during which all new shares were subscribed, 
the Lotto24 share began trading in the Prime Standard segment of the Frankfurt Stock Exchange on 
3 July 2012.

In a turbulent environment strongly dominated by fears for the future of the euro, the DAX con-
founded all expectations by climbing 29.1% to 7,612 points in 2012 and closing some 1,000 points 
above its year-opening figure. The rally began after the European Central Bank had given a clear 
sign of its commitment to save the Eurozone. Once the German Constitutional Court had also ap-
proved the introduction of the ESM in September, the German stock markets benefited more than 
average from a return of international investors to European shares.

In view of the uncertain regulatory conditions on the German gaming market, the Lotto24 share 
was only able to benefit in part from upbeat capital markets in 2012: there was a slight boost to the 
share price on 24 September 2012 from the receipt of a permit allowing Lotto24 to broker lottery 
tickets via the Internet.

PRO-ACTIVE IR WORK
We began our activities with the aim of maintaining an open and sustainable dialogue with the 
capital market. In the first two »stock exchange quarters« of 2012, our pro-active IR work lived up to 
these standards: at numerous roadshows and capital market conferences in various financial centres 
of Europe, we provided information about the company, as well as its development and strategy, 
whereby discussions focused mainly on the current regulatory conditions.

Successful start in  

Prime Standard

120

100

80

3 July 2012 28 Dec. 2012

SDAX

Lotto24 AG

  Share performance (indexed)  

Opening price
4,897.97
EUR 3.00

5,249.35 
EUR 3.42
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33.41%  
Other investors

9.18% 
Ethenea Independent Investors S.A.  

3.17%  
BNP Paribas Investment Partners Belgium S.A.

  Shareholder service  

WKN LTTO24

ISIN DE000LTTO243

Ticker symbol LO24

Stock exchange Frankfurt

Market segment Official Market, Prime Standard 

Designated Sponsor Close Brothers Seydler

Reuters LO24G.DE

Bloomberg LO24:GR

  Key share figures  (Period: 03 July –31 December 2012)  

Day of initial listing 3 July 2012

Year-opening price 3 July 2012 EUR 3.00

Market capitalisation 3 July 2012 EUR 41.9 million 

Period-end price 28 December 2012 EUR 3.42

Market capitalisation 28 December 2012 EUR 47.8 million 

Highest price 6 July 2012 EUR 3.93

Lowest price 2 August 2012 EUR 2.88

Number of shares 31 December 2012 13,974 thsd.

Own shares 31 December 2012 0 shares

Average daily trading (Xetra) 3 July – 28 December 2012 32,248 shares

Earnings per share (undiluted and diluted) 1 January – 31 December 2012 EUR -0.36

  Shareholder structure (acc. to voting right notifications received as of 31 December 2012)  

33.29% 
Oliver Jaster

15.23% 
Mellinckrodt 1 Sicav

5.07% 
Jens Schumann

0.65%  
Management
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CORPORATE GOVERNANCE REPORT

Good corporate governance is a central aspect of our corporate policy which extends to every  
area of the company: a management 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 particular, 
the efficient cooperation between Executive Board and Supervisory Board, the transparent commu-
nication of company activities and the respect of shareholder interests. Good corporate governance 
promotes the trust of national and international investors, financial markets, business associates,  
employees and the general public in the management and monitoring of a company. Lotto24 at-
taches great importance to these principles. Lotto24 AG generally follows the recommendations  
of the German Corporate Governance Code (GCGC) in its current version of 15 May 2012. The 
exceptions are listed and explained in the currently valid version of our Declaration of Conformity, 
which is shown below and is also permanently available to shareholders on the Internet at  
www.lotto24-ag.de. Declarations of Conformity no longer valid from the past five years are also 
made available on the website. 

Declaration of conformity by the Executive Board and Supervisory Board of Lotto24 AG  
as per § 161 of the German Stock Corporation Act (AktG)

I. Future-related section
Lotto24 AG complies with the 15 May 2012 version of the conduct recommendations made by the 
Governmental Commission of the German Corporate Governance Code for corporate management 
and monitoring as published by the German Ministry of Justice in the official part of the electronic 
Federal Gazette on 15 June 2012 and will continue to comply with them with the following exceptions:

1. Section 3.8 (D&O insurance deductible) The D&O insurance taken out for the Supervisory Board 
of Lotto24 AG does not include a deductible. The Executive Board and Supervisory Board take 
the view that a D&O 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 ultimately all 
that matters is the level of compensation paid to the members of executive bodies.

2. Section 5.2 (2), 5.3.1, 5.3.2, 5.3.3, 5.4.6 sentence 3 (Chairing committees, forming committees, 
setting up an audit committee and a nomination committee, as well as their composition, con-
sideration of membership in committees when setting remuneration) In view of the fact that the 
Supervisory Board of Lotto24 AG consists of just three persons, in accordance with the com-
pany’s articles, the Supervisory Board has not formed any committees, and in particular no audit 
committee or nomination committee.

3. Section 5.4.1 (2) and (3) (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 
supports such aspects as internationality, female representation and independence. In view of 
the particular challenges facing the Supervisory Board in the current regulatory environment of 
Lotto24 AG, however, it has refrained from formally stating objectives for its composition for the 
time being so as not to restrict its selection criteria with specific targets and quotas.

Good Corporate Governance 

is a key objective
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II. Past-related section

Since issuing its last declaration of conformity in September 2012, Lotto24 AG has complied with 
the recommendations of the German Corporate Governance Code in the version dated 15 May 
2012, with the exception of the recommendations stated and justified above in Section I.

Hamburg, March 2013

 
For the Supervisory Board of Lotto24 AG The Executive Board of Lotto24 AG

Prof. Berchtold von Strombeck  von Zitzewitz

MANAGEMENT AND CONTROL STRUCTURE
As a German stock corporation, Lotto24 AG is subject to German corporate law and has a two-tier 
management and oversight structure, consisting of an Executive Board with two members and a 
Supervisory Board with three members. 

The Supervisory Board advises and monitors the Executive Board in its management of business. 
The Executive Board and Supervisory Board of Lotto24 AG work closely together: the Executive 
Board informs the Supervisory Board regularly, comprehensively and in due time about all issues 
relevant to the company regarding corporate planning and strategic development, as well as the 
course of business and position of the Company, including its risk situation. The Supervisory Board 
is immediately informed of Lotto24’s strategic alignment and ongoing development, as well as any 
deviations in the course of business from the defined plans and targets. The Annual General Meet-
ing acts as the third executive body, in which the Company’s shareholders are involved in funda-
mental decisions concerning Lotto24 AG. These three bodies – Executive Board, Supervisory Board 
and Annual General Meeting – are jointly committed to acting in the best interests of shareholders 
and to the benefit of the Company. 

EXECUTIVE BOARD 
The Executive Board leads the Company in accordance with the provisions of German Stock Cor-
poration Law, the Company’s Articles of Association and its own Rules of Procedure with the aim 
of achieving a sustainable added value for shareholders. As the Chairman of the Executive Board, 
Petra von Strombeck is responsible for Corporate Strategy and Development, Marketing, Sales, the 
B2C (Business-to-Customer) and ASP (Application Service Provider) business fields, Investor Rela-
tions, Human Resources and Organisation, IT Strategy, Systems, Processes and Operation. Magnus 
von Zitzewitz is responsible for the divisions Legal Affairs and Regulation, Finance, Accounts, Taxes, 
Controlling, Compliance and Risk Management, as well as Communication.
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SUPERVISORY BOARD
The Supervisory Board advises and monitors the Executive Board in its management of business 
Company in accordance with the provisions of German Stock Corporation Law and its own Rules of 
Procedure. It appoints the members of the Executive Board; the Rules of Procedure of the Executive 
Board include provisions regarding the necessary approval of the Supervisory Board for significant 
business transactions. Since the Company’s change in legal form to that of a public limited company 
(AG), the Supervisory Board has consisted of the members Prof Willi Berchtold (Chairman), Jens 
Schumann (Deputy Chairman) and Thorsten Hehl.

Directors’ Dealings and Shareholdings of the Executive Board and Supervisory Board 
According to Sec.15a WpHG (German Stock Trading Law), members of the Executive Board and  
Supervisory Board, as well as related persons, are obliged to declare any purchase or sale of 
Lotto24 AG shares, insofar as the value of the transactions during one calendar year reaches or 
exceeds EUR 5 thousand. The Company immediately publishes details of such transactions on its 
website and submits the corresponding voucher to the Federal Financial Supervisory Authority 
(Bundesanstalt für Finanzdienstleistungsaufsicht). The following transactions were reported to 
Lotto24 AG in the past fiscal year: 

Name/company of  
the reporting party

Status Type of 
transaction

Date,  
location

Number of 
shares

Share price 
in EUR

Volume 
in EUR

Jens Schumann Member of 
the Supervi-
sory Board 

Exercise of 
subscription 
rights

25 June 2012, 
off-market

303,750 2.50 759,375

CUATROB GmbH Close relation 
to the Super-
visory Board 
member, Prof 
Willi Berchtold

Purchase 2 July 2012, 
off-market

150,000 2.50 375,000

Petra von Strombeck Member of 
the Executive 
Board 

Purchase 3 July 2012, 
Frankfurt

30,000 3.25 97,500

Petra von Strombeck Member of 
the Executive 
Board 

Purchase 4 July 2012, 
Frankfurt

30,000 3.50 105,000

Magnus von Zitzewitz Member of 
the Executive 
Board 

Purchase 17 July 2012, 
Frankfurt

31,000 3.20 99,200

As of 31 December 2012, Mr Schumann held 708,750 shares in the Company. CUATROB GmbH, a 
related company of the Supervisory Board Chairman, Prof Berchtold, held 150,000 shares in the 
Company as of 31 December 2012. The members of the Executive Board together held a total of 
91,000 shares in the Company as of 31 December 2012.



02. 
MANAGEMENT REPORT
We are excellently positioned and rar-
ing to go: Lotto24 was one of the first 
private companies to receive a permit 
for the online brokerage of lotteries.

10 ANNUAL REPORT 2012 LOTTO24 AG 
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BUSINESS & ECONOMIC CONDITIONS

LOTTO24 WITH PROMISING BUSINESS MODEL
Our business model is to broker lottery products via the Internet, whereby we receive brokerage 
commissions from the state lottery companies. With this activity, Lotto24 is attractively positioned in 
the value chain of the lottery business and can generate income without itself bearing the bookmak-
ing risk. We offer products which are already well-known on the market and which are well received 
by our customers due to their appeal and our services – simple processing and free additional fea-
tures. We aim to be the leading broker of lottery products via the Internet in Germany. As a spin-off 
of Tipp24 SE, we benefit from our former parent’s twelve years of experience in marketing, technol-
ogy and management, which we regard as a major success factor. 

Lotto24 among first private companies granted an online brokerage permit 
On 24 September 2012, the Economics Ministry of Lower Saxony granted Lotto24 AG a permit for 
the commercial brokerage of state lotteries via the Internet. We were one of the first private German 
companies to receive this basic prerequisite for nationwide operations in Germany. 

Lotto24 brokers participation in the state-licensed lottery products »Lotto 6aus49«, »Spiel 77«, 
»Super 6«, »EuroJackpot« and »Glücksspirale«, whereby we enter into gaming agreements with the 
respective gaming operator on behalf of, and in the name of, our customers. 

Lotto24 boasts promising growth strategy
As far as – and as soon as – legally possible, we aim to grow in Germany by using targeted market-
ing measures to acquire new customers. It is also planned to expand the Lotto24 product portfolio: 
in addition to the lotteries already offered – and depending on the prevailing legal conditions – we 
plan to introduce »Keno«, scratch cards, lottery teams, the class lotteries NKL and SKL, and possibly 
other state-licensed games of chance.

In general, we intend to focus on the German lottery market and there are no plans at present to 
expand into other countries.

SIGNIFICANT LEGAL AND ECONOMIC FACTORS AFFECTING BUSINESS

Regulatory conditions

GlüÄndStV in force since 1 July 2012 
On 1 July 2012, the »First State Treaty to Revise the State Treaty on Games of Chance« (GlüÄndStV) 
came into force in 14 federal states. The new legislation maintains many of the restrictive regula-
tions of the »State Treaty on Games of Chance 2008« (GlüStV) and only relaxes them in certain areas. 
Northrhine-Westphalia did not accede to the GlüÄndStV until 1 December 2012 due to new elec-
tions held in the state. In Schleswig-Holstein, however, the more liberal state legislation which came 
into force at the beginning of 2012 was still applicable.

The background to the new legislation are the »German decisions« of the European Court of Justice 
(ECJ) of September 2010, in which the ECJ declared that key elements of the GlüStV contravened 
European law. In particular, the ECJ demanded a coherent and systematic regulation – something not 
offered by the structural differences of Germany’s gaming market (liberalised gambling machines 
and horse betting versus monopoly for lotteries and sports betting). In order to meet these demands 
for coherency, the least dangerous games should be regulated the least and the most dangerous 
games the most. In our view, German gaming regulations will still not be coherent in future as harm-
less lotteries remain a monopoly and even the sale of monopoly products is subject to sharp restric-
tions. At the same time, gambling machines remain largely liberalised and sports betting is now 
permitted for the first time as a private event both offline and online – albeit restricted in number. 

Aim: to be the leading broker of 

lottery products via the Internet
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In view of the ECJ rulings, Germany’s federal states agreed at the Minister President Conference of 
December 2011 to draft a new version of the GlüStV. However, the Minister Presidents made ratifica-
tion subject to a positive concluding statement of the EU Commission in the notification process. In 
its statement to Germany’s federal government in March 2012, the EU Commission did not make a 
positive concluding statement on the GlüÄndStV – despite an explicit request to do so. Nevertheless, 
the 14 federal states did not feel this was a barrier to ratifying the GlüÄndStV.

Our business model is based to a large extent on the new regulations of the GlüÄndStV, which allows 
both online brokerage as well as Internet and TV advertising for these products with special permis-
sion of the federal states. However, there is no legal claim to the granting of such permits. A total of 
33 permits are required for online operations: one general brokerage permit and one online permit 
per federal state – issued as a joint permit by the state of Lower Saxony – as well as a nationwide 
permit for TV and Internet advertising from the state of Northrhine-Westphalia. 

Gaming legislation of Schleswig-Holstein
As of January 2012, Schleswig-Holstein had its own gaming legislation (GlüG SH), which differed sig-
nificantly from the restrictive regulations of the GlüÄndStV: it allowed the online brokerage of most 
state lotteries without the broker needing any prior permission from a regulatory authority. The only 
requirement was to give notification. Moreover, there were no disproportionate restrictions regarding 
age verification and advertising for the online brokerage of these lottery products.

On the basis of these legal conditions, we launched the online brokerage of lotteries held by the 
state lottery company NordwestLotto in Schleswig-Holstein in late February 2012. 

In summer 2012, the new state government of Schleswig-Holstein declared its intention to accede 
to the GlüÄndStV as soon as possible. Malta had lodged a complaint in December 2012 regarding 
Schleswig-Holstein’s notification. Parallely, the EU Commission strongly criticised in a detailed opin-
ion the state’s renouncement of its own gaming legislation and planned accession to the GüÄndStV. 
It stressed that the Federal Republic had neither provided sufficient justification for the restrictions 
nor made their appropriateness apparent. As a result of the EU’s opinions, the state parliament was 
forced to postpone its adoption of the GlüÄndStV until January 2013. Despite the planned change, 
the Interior Ministry of Schleswig-Holstein has granted permits for online casino operators (virtual 
poker, virtual casino games) since 19 December 2012. A total of 25 sports betting providers and 21 
casino operators have received permits. The online casino permits in particular exacerbate the inco-
herency of Germany’s gaming regulations significantly, as the most dangerous online game is thus 
being liberalised for the first time in Germany. 

We believe that Schleswig-Holstein’s planned accession will have only a minor impact on the continu-
ation of our brokerage activities in Schleswig-Holstein, as the joint permit issued on 24 September 
2012 is likely to be subsequently extended to Schleswig-Holstein. 

Nationwide brokerage permit issued
On the basis of the permit issued on 24 September 2012 by the state of Lower Saxony, Lotto24 is 
authorised to broker state lotteries via the Internet throughout Germany. However, the official noti-
fication of Lower Saxony’s Economics Ministry contains many highly restrictive and in part uncertain 
ancillary provisions and conditions: both the disproportionately strict measures for the protection  
of minors and the obligation to broker tickets to the state lottery companies according to region  
(regionalisation duty) have a negative impact on the establishment of business. As a consequence, 
we filed a suit on 24 October 2012 with the Administrative Court of Hamburg to challenge the 
permit decision. 

Business model based on 

permits issued by Germany’s 

federal states
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Mandatory age verification during registration process 
In order to ensure the protection of minors, the permit requires the implementation of measures 
for identification and authorisation in compliance with the guidelines of the Commission for the 
Protection of Minors in the Media (KJM). Although legislators explicitly deleted this obligation in the 
GlüÄndStV, the state specialists responsible for games of chance re-introduced it in the GlüÄndStV 
comments. Examples of such KJM-compliant processes are the »Post-Ident« process or sending of 
access data via registered mail (advice of receipt/personal delivery). Implementing such an age veri-
fication process involves meeting numerous conditions and regulations which incur considerable 
costs when acquiring new customers.  

Regionalisation duty discriminates against private operators
By incorporating the regionalisation duty in their permits, the federal states are once again endeav-
ouring to prevent the competition for game brokers so far protected by the Federal Cartel Office 
and the Federal Supreme Court (Bundesgerichtshof – BGH). This obligation forces brokers to submit 
tickets regionally to the respective state lottery company. Legislation does not specify whether the 
player’s current location or place of residence is relevant. In practice, the place of residence is used 
as the basis for regional brokerage. In view of the BGH’s anti-trust rulings on the German lottery 
market, we believe that this process contravenes valid law.

The regionalisation duty represents a significant restriction in our contractual negotiations with the 
lottery companies as it excludes an alternative possibility for submission. Negotiations held so far 
have confirmed that most state lottery companies are using the regionalisation duty to dictate their 
own terms. As a result, we were forced to accept unfavourable contractual terms and, in particular, 
low sales commissions.

With regard to independent lottery brokers, we believe that the lottery companies are contravening 
the principle of non-discrimination pursuant to  secs. 19 and 20 of the German Act Against Re-
straints of Competition (GWB) and we are thus currently considering legal steps. In its latest report, 
the government’s Monopolies Commission warned against such discrimination and asked whether 
there were indeed sufficient requirements provided in the GlüÄndStV for the business model of an 
independent lottery broker. In order to avoid legal infringements and anti-trust or court proceed-
ings, the government’s advisers have urged the state lottery companies to avoid any discrimination 
of commercial gaming brokers by entering into fair agreements.

A further direct consequence of the regionalisation duty are delays in the technical connections 
to various interfaces of the state lottery companies: varying software, software versions, interface 
protocols, product, price and submission configurations, as well as individual test processes and 
running interface operation in the 16 federal states necessitate an exceptional amount of techni-
cal effort. As of the end of the year, we had connected twelve states (according to their economic 
importance). 

We plan to take legal action in particular against the regionalisation duty and have already received 
expert opinions from several highly acclaimed legal experts which confirm that this obligation con-
travenes European and constitutional law.
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Advertising guideline approved, advertising permit applied for 
Advertising, especially online and TV advertising, is essential for our business model. According to 
Section 5 (3) GlüÄndStV, it is generally forbidden in these media, but can be permitted for lotteries 
to improve the chances of achieving the objectives of the GlüÄndStV. This nationwide permit will be 
issued in a standardised state process by the state of Northrhine-Westphalia. The so-called »Gam-
ing Council« of state specialists on gaming votes on the issue of advertising permits with a quali-
fied majority. In October 2012, we applied to the relevant District Government of Düsseldorf for an 
advertising permit for online and TV advertising. As of the end of 2012, however, neither we nor any 
other provider had received an advertising permit for these media.

In December 2012, the Gaming Council of the federal states adopted an advertising guideline 
which specified in detail the advertising ban of the GlüÄndStV. Although we believe that the adopt-
ed version of the advertising guideline is generally less strict than the first drafts, it still contains 
significant restrictions regarding advertising formats and content, the need to examine an advertis-
ing concept, and numerous mandatory notes for product advertising. 

In general, the legal applicability of the advertising guideline and thus the forbidding of possible 
infringements is dubious. One major reason for this is that the advertising guideline has not been 
notified – as required – with the European Commission. In connection with the notification of the 
GlüÄndStV, the Commission emphasised in several letters that the states were also required to no-
tify legal acts for the implementation and execution of the GlüÄndStV according to Directive 98/34/
EU. In addition to the states’ execution legislation on the GlüÄndStV, this also includes the advertis-
ing guideline.

Legal disputes and regulatory proceedings  
Lotto24 AG was the defendant in anti-trust proceedings of the District Court of Bremen and was 
involved in three public hearing procedures at administrative courts in Bremen, Lower Saxony and 
Northrhine-Westphalia. All proceedings concerned Lotto24’s products offered in Schleswig-Holstein 
before the GlüÄndStV came into force and possible participation from the respective federal states. 

At the request of Bremer Lotto und Toto GmbH, the District Court of Bremen issued a temporary 
injunction on 19 March 2012 (Az. 9O 476/12) – with reference to Bremen’s Gaming Law which at 
the time was still based on the GlüStV – which forbade Lotto24 AG from brokering games of chance 
via the Internet in the territory of the state of Bremen until 31 December 2012. The court initially 
accepted the legal opinion of the applicant without any oral proceedings, stating that participa-
tion of players currently resident in Bremen contravened Bremen’s gaming legislation. On 17 April 
2012, we applied for this petition to be rejected as the GlüG SH allows online offers to be made not 
only to persons currently resident in Schleswig-Holstein, but – as the respective legislation specif-
ically states – also to persons domiciled or habitually resident in Schleswig-Holstein, irrespective of 
whether they are located in other federal states at the time they participate in games.

We also believed that Bremen’s state legislation was no longer applicable as of 1 January 2012, as it 
was not notified according to Directive 98/34/EU. The District Court of Bremen confirmed this legal 
view and lifted the temporary injunction, stating that Bremen’s state legislation could not effectively 
prolong the Internet-based regulations of the GlüStV due to a lack of notification with the EU Com-
mission.

Following an appeal of Bremer Lotto und Toto GmbH, the Hanseatic Higher District Court ruled in 
respect of the unilateral settlement declaration of Bremer Lotto und Toto GmbH that the dispute was 
no longer relevant on expiry of the deadline and the introduction of the new legislation.

On 24 October 2012, we also brought an action before the Administrative Court of Hamburg 
against Lower Saxony’s Ministry for Economics, Labour and Transport and its restrictive permit  
regulations, demanding the issue of an unrestricted permit.
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Legal uncertainties continue
We believe that there are still significant legal uncertainties even with the new GlüÄndStV: firstly, 
the compliance of its regulations with German constitutional law and European law is question-
able – especially as to whether the ECJ’s coherency requirements (rulings of 2010) have been met. 
In our opinion, a significant amendment to the state’s Gaming Ordinance (commercial gaming 
machines), for example, is a prerequisite for coherent regulation. It is not yet clear whether the Ger-
man government will implement the necessary legislative amendments, nor is it certain whether 
the federal legislature’s completed amendment of the Horsebetting and Lotteries Act (RWLG) in 
force since 1922 will be sufficient. In particular, the issuing of 21 permits for online casino operators 
under Schleswig-Holstein’s gaming legislation and their continued validity casts doubt on whether 
the ECJ’s coherency requirements are being met. All in all, it is uncertain under such circumstances 
whether or not the GlüÄndStV can be legally applied at all. 

Economic factors affecting business

Development of the online lottery market
As a result of the regulatory uncertainties and the related restrictions for online brokerage, the 
overall growth of the German lottery market has been hindered since 2008. With the deregulation 
expected as of 2012 following the introduction of the GlüÄndStV, we anticipate that total lottery 
revenues in Germany will grow – and that the online segment will grow at a significantly faster rate.  

Product portfolios of the lottery companies
The development of Lotto24’s revenues may be positively or negatively influenced by enhance-
ments or changes to the product portfolios of the German lottery companies and the respective 
regulations for the online brokerage of these products. We currently expect the product portfolio to 
be expanded in future.

Advertising and competition
On the one hand, the scope and success of our marketing measures – especially new customer 
acquisition – will significantly affect revenues from the brokerage of gaming products. On the other 
hand, the closely related costs for new customer acquisition (CPL) significantly determine our profit-
ability. In addition to the regulatory conditions, our key performance indicators (KPIs) will also be 
influenced by the number of competitors aggressively advertising their online lottery services.

Our competitors in the lottery market are mainly the state lottery companies and private brokers. In 
early 2012, the state lottery company of Schleswig-Holstein allowed online playing again for the first 
time since the Internet ban of the GlüStV. In February 2012, Lotto24 was the first private provider to 
resume Internet brokerage. Since this time, a further eleven brokers have notified the state of their 
activities. They include well-known providers such as Faber, but also many new competitors.

With the introduction of the GlüÄndStV in July 2012, most state lottery companies relaunched their 
online products and generally advertised them heavily. The authorities have obviously given the 
state companies a competitive advantage in this respect – in contravention of EU law. In October, 
the state companies launched a joint marketing platform under www.lotto.de in addition to their 
own offers. We believe this offer is in breach of anti-trust regulations, as it greatly strengthens the 
market dominance of these providers and extends it to the Internet.

Success of marketing  

measures crucial
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In addition to the state companies, some of the providers already active in Schleswig-Holstein 
have extended their business to other states. As far as can be ascertained, however, none of these 
providers has achieved a comparable number of technical interfaces with the lottery companies as 
Lotto24.

In addition, secondary lottery providers are also active on the market. Some of these are aggressive-
ly advertising their products via the Internet, although they possess neither brokerage nor advertis-
ing permits. 

Large jackpots
We expect particularly strong increases in the number of registered customers when potential play-
ers have greater expectations of exceptional winnings, i.e. whenever there are large jackpots. Such 
jackpots are comprised of 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 the 
German »6aus49« number lottery, this relates in particular to the combination of six correct numbers 
and the bonus number.

RESEARCH & DEVELOPMENT, EMPLOYEES
Lotto24 had no R&D activities during the reporting period. 

We have concluded a general agreement with an IT service provider for the ongoing development 
of the software created and operated by Tipp24 Operating Services Ltd.

As of 31 December 2012, Lotto24 had 20 employees (full-time equivalents, without Executive Board 
members). They were all employed in Germany.

CONCLUDING ASSESSMENT OF BUSINESS DEVELOPMENT
All in all, we regard the development of business for Lotto24 AG in fiscal year 2012 as satisfactory: 
our development is determined significantly by the regulatory environment – which still represented 
a major barrier to business in 2012. As a consequence, Lotto24 was hardly able to generate rev-
enues in the reporting period. 

However, we did succeed in fulfilling key prerequisites for sustainable growth: over 90% of German 
citizens in the twelve states connected as of year-end 2012 can now play online lotteries again via 
our website. We have developed our own innovative age verification process which has been in the 
test phase since October 2012. Finally, we gained two major cooperation partners in WEB.DE and 
GMX which will help us develop the market and secure market shares.

Permits granted, brokerage contracts signed, interfaces to lottery companies mostly established
After receiving a permit to market state lotteries via the Internet, we gradually expanded our on- 
line lottery brokerage in Germany: by the end of the year, not only customers in Schleswig-Holstein 
could play Lotto online via our website, but also those in Baden-Württemberg, Bavaria, Branden-
burg, Hesse, Lower Saxony, Northrhine-Westphalia, Rhineland-Palatinate, Saxony, Saarland, Ham-
burg and Berlin.  

Foundation laid for 

sustainable growth
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Own innovative age verification process developed
Due to the expected high cancellation rates during customer registration and the considerable 
costs of the standard KJM processes, we have developed our own innovative age verification 
process based on the transfer of an activation code to the verified bank account of the verified 
customer. This process was certified as KJM-compliant by FSM (Freiwillige Selbstkontrolle Multime-
dia e. V.) in October 2012. We will continue to validate its efficiency over the coming months. During 
the initial test phase, it was shown that the process was well received by our customers. As not all 
newly registered customers fully complete the process, however, we are working hard on the further 
optimisation of registration and validation procedures in order to reduce both costs and the cancel-
lation rate.

Preparations completed for the start of marketing activities
The advertising permit remains the central issue – we can only drive our business forward when it 
has been issued. However, we are well prepared: our team has many years of experience, the tech-
nical requirements are in place, and our campaigns are prepared.

Quickly securing market share via cooperation agreements
We also offer major online portals and lottery companies IT and marketing services for the opera-
tion of online lottery services. In 2012, we recruited two major cooperation partners as multipliers 
in WEB.DE and GMX. We regard this as an important step on our way to developing the re-opened 
German online lottery market and quickly securing market shares.
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EARNINGS, FINANCIAL POSITION AND NET ASSETS

EARNINGS 
When comparing figures with those of the previous year, the following must be taken into consid-
eration:

Lotto24 did not generate revenues in 2011, as in this period we did not conduct any brokerage or 
similar revenue-related activities but focused mainly on preparing our market launch.

  Income Statement  2012 2011

in EUR thousand in EUR thousand % in EUR thousand % Change in%

Billings 1,084 – – – –

Remitted stakes -991 – – – –

Revenues 93 – – – –

Personnel expenses -1,715 – -56 – –

Other operating expenses -2,747 – -252 – –

 less other operating income 116 – – – –

Operating expenses -4,346 – -252 – –

EBITDA -4,254 – -308 – –

Amortisation and depreciation -28 – 0 – –

EBIT -4,282 – -308 – –

Financial result -13 – -11 – –

Earnings before taxes -4,295 – -319 – –

Income taxes 1,240 – 71 – –

Net profit -3,055 – -248 – –

  

Breakdown of other operating expenses   

Marketing expenses -266 – – – –

Direct operating expenses -65 – -7 – –

Indirect operating expenses -2,141 – -235 – –

Other expenses -275 – -10 – –

Other operating expenses -2,747 – -252 – –

We manage Lotto24 according to a clearly defined KPI system aimed primarily at raising the value of 
our customer base. This is derived from the accumulated contributions of active customers to total 
billings, and thus to revenues and earnings, as well as from the estimated future development of the 
intensity and duration of customer relationships.

The main KPIs which we use to steer the company and whose respective values we strive to raise 
are:

 – the number of registered customers (customers who have successfully completed the registra-
tion process on the Lotto24 website)

 – the activity rate (ratio of the average number of active customers in one month – customers with 
at least one transaction per month – to the average number of registered customers in a year) 

Important goal: raising the 

value of our customer base
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 – billings (stakes placed by customers, influenced by the variety and attractiveness of Lotto24’s 
product portfolio and the efficiency of customer retention measures) as well as billings per ac-
tive customer

 – gross margin (ratio of revenues to billings)

We also monitor the efficiency of marketing activities with the KPI cost per lead (CPL). 

  Key figures  2012 2011

Number of registered customers as of 31 December 2012 (in thsd.) 30 –

Number of registered new customers in 2012 (in thsd.) 30 –

Average number of registered customers (in thsd.) 1) 15 –

Average number of active customers (in thsd.) 1) 3 –

Average activity rate (%) 1) 19.4 –

Billings per active customer (in EUR) 1) 407 –

Marketing costs per registered new customer (in EUR) 1) 10.10 –

Gross margin (%) 8.6 –

Direct operating expenses as a proportion of billings (%) 6.0 –

Number of employees (end of period) 2) 20 –
1) Figures only disclosed on annual basis 
2) Not including members of the Executive Board/management

Registered customers: customers who have successfully completed the registration process  

on the company’s website. This number is disclosed after adjustment for multiple registrations

Average number of active customers: the arithmetic mean of the number of registered customers  

at the beginning and end of the period under review

Active customers: customers who complete at least one transaction per month

Average activity rate: the relationship between the average number of active customers and  

the average number of registered customers in one year

Average number of active customers in one year: the arithmetic mean of the number of  

active customers in each month of a year

Average billings per active customer: the relationship between total billings of Lotto24 AG  

(incl. Business Services) and the average number of active customers

These key figures have only limited relevance as they are based on a small data base without signifi-
cant marketing. For example, customers outside Schleswig-Holstein could register but only play – at 
best – from October 2012 onwards.

Key figures only meaningful 

to a limited extent
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Revenues
Lotto24 AG began its activities as an online broker of lottery products in the first quarter of 2012. 
We generated revenues of EUR 93 thousand (prior year: EUR – thousand) in 2012, mainly from

 – commissions received for the brokerage of lottery products of the state lottery companies (e.g. 
NordwestLotto in Schleswig-Holstein) in accordance with the existing contractual regulations, as 
well as from

 – additional fees/ticket fees incurred in connection with the brokerage of stakes. 

As of 31 December 2012, we raised the number of registered customers to 30 thousand (prior 
year: – thousand) – this figure is adjusted for duplicate registrations or customers not permitted to 
participate in games. Billings increased to EUR 1,084 thousand (prior year: EUR – thousand), while 
the gross margin (ratio of revenues to billings) reached 8.6%. The average number of registered 
customers in 2012 amounted to 15 thousand. We assume that all key customer figures will increase 
once advertising activities commence. 

Development of earnings
In 2012, EBIT amounted to EUR -4,282 thousand (prior year: EUR -308 thousand). This decline  
resulted mainly from costs for the spin-off from Tipp24 SE, the IPO costs, personnel expenses in- 
curred while preparing acceptance of nationwide activities, costs for the capital increase and  
other consultancy fees.

The financial result reached EUR -13 thousand (prior year: EUR -11 thousand). Financial expenses 
result from interest expenses and similar costs, mainly from interest due on the shareholder loan 
granted by Tipp24 SE, which has since been fully repaid.

The net loss for the period grew by EUR -2,807 thousand to EUR -3,055 thousand (prior year: EUR 
-284 thousand), whereby »negative« income taxes include both current and deferred taxes and 
once again had a positive impact on earnings in the period under review. 

Earnings per share amounted to EUR -0.36.

Development of key income statement items
As of 31 December 2012, Lotto24 employed 20 people (excl. Executive Board members, prior year: 
2 employees). Due to the addition of new staff, personnel expenses increased to EUR -1,715 thou-
sand (prior year: EUR -56 thousand). 

Compared to 2011, other operating expenses rose from EUR -252 thousand to EUR -2,747 thou-
sand. The development in detail was as follows: 

 – Lotto24’s portion of the project completion costs for the spin-off from Tipp24 SE resulted in 
other operating expenses of EUR -275 thousand. In the course of the IPO, issuance costs after 
tax of EUR -733 (tax effect EUR +349 thousand) were recognised in capital reserves without ef-
fect on profit or loss. Lotto24’s portion of total IPO costs thus amounted to EUR -1,082 thousand. 

 – Indirect operating expenses increased from EUR -235 thousand to EUR -2,141 thousand. They 
mainly include costs for the technical connections to state lottery companies, the development 
of age verification systems, and legal consultancy costs due to the difficult regulatory environ-
ment. We expect comparable costs in the medium-term future. 

 – The preparation of nationwide marketing campaigns resulted in a moderate increase in market-
ing expenses to EUR -266 thousand. These will probably rise sharply when advertising for the 
nationwide brokerage of lottery products begins. 

 – Direct costs of operations amounting to EUR -65 thousand mainly comprise the costs for the 
technical processing of gaming operations and payment transactions. As all direct costs will  
depend on the amount of billings in future, we expect a further significant increase in these 
costs in future. 

Costs for spin-off and IPO 

place burden on earnings
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The scheduled depreciation of acquired office and communication technology resulted in an  
increase in depreciation/amortisation of tangible and intangible assets from EUR 0 thousand to  
EUR -28 thousand. 

FINANCIAL POSITION

Principles and objectives of capital management
Lotto24 AG operates an independent capital management system. All decisions concerning the 
company’s financial structure are taken by the Executive Board. Further information is provided in 
Section 24 of the Notes to the Consolidated Financial Statements. 

Financial analysis
Our financial situation is mainly dominated by short-term liabilities and equity capital.

As of 31 December 2012, equity rose to EUR 30,751 thousand as a result of the capital increase. 

Subscribed capital equals the company’s capital stock and is fully paid. 

  Equity  31.12.2012 31.12.2011

in EUR thousand

Subscribed capital 13,974 25

Capital reserves 20,203 –

Other reserves 3 –

Retained earnings -3,429 -374

Total 30,751 -349

The changes in equity predominantly result from the following completed transactions: a) con-
tribution in kind of the business opportunity to resume online brokerage of state-run lotteries in 
Germany, and b) a capital increase for cash contribution as part of the IPO. With a resolution of the 
extraordinary shareholders meeting on 25 May 2012 (amended with resolutions of 5 and 6 June 
2012) the company’s capital stock was raised from EUR 7,985,088 to EUR 13,973,904 with a sub-
scription price of EUR 2.50 per share. Please refer to the statement of changes in equity for further 
information. Retained earnings include the profit/loss carried forward, as well as the loss of the fiscal 
year. Other reserves comprise revaluation changes in the fair value (gains/losses) of available-for-
sale financial assets. The change (withdrawal/addition) recognised in other reserves corresponds 
to the other result in the statement of comprehensive income (EUR 3 thousand, prior year: EUR 0 
thousand).

Liabilities from the Tipp24 SE loan and accrued interest decreased from EUR 511 thousand as of 31 
December 2011 to EUR 0 thousand. Following the successful IPO in July 2012, the loan was repaid 
in full to Tipp24 SE. The balance sheet total rose from EUR 343 thousand to EUR 32,611 thousand. 
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  Trade payables  31.12.2012 31.12.2011

in EUR thousand

Trade payables 738 148

Total 738 148

Trade payables mostly comprise open payment obligations as of the balance sheet date for legal 
and technical consultancy services already received. All trade payables have remaining terms of up 
to one year.

As of 31 December 2012, other liabilities (EUR 292 thousand) increased with the beginning of broker-
age operations (EUR 205 thousand). We expect a significant increase in this item as billings grow. 
There was also a rise in holiday obligations of EUR 41 thousand to EUR 42 thousand (31 December 
2011: EUR 1 thousand) and amounts due from payroll accounting of EUR 32 thousand to EUR 35  
thousand (31 December 2011: EUR 3 thousand).

Investment analysis
In the period under review, we invested EUR 29 thousand in hardware and software needed for our 
operating business, as well as in furniture, fixtures and office equipment. In addition, we invested 
EUR 3,071 thousand in short-term, deposited financial instruments (shares in pension funds, bonds 
and fixed-term deposits). 

Liquidity analysis 
 

  Key cash flow positions  2012 2011

in EUR thousand

Cash flow from operating activities -3,274 -312

Cash flow from investing activities -3,100 -50

 thereof financial investments -3,071 –

 thereof operative investments -29 -50

Cash flow from financing activities 14,403 400

Change in cash and cash equivalents 8,029 37

Cash at the beginning of the period 63 26

Cash and cash equivalents at the end of the period 8,092 63

Available-for-sale financial investments (medium-term) 2,154 –

Held-to-maturity financial investments 918 –

Available funds 11,162 63

In the reporting period, cash flow from operating activities amounted to EUR -3,274 thousand (prior 
year: EUR -312 thousand), due mainly to the development of earnings and the increase in liabilities. 
Cash flow from investing activities amounted to EUR -3,100 thousand (prior year: EUR -50 thousand). 

Cash flow from financing activities totalled EUR 14,403 thousand. It results from the net issue  
proceeds of the capital increase for cash contribution (EUR 13,865 thousand), as well as from loan  
finance funds received during the reporting period (EUR 1,150 thousand) and the repayment  
already made (EUR -612 thousand).
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  Other receivables and prepaid expenses  31.12.2012 31.12.2011

in EUR thousand

Tax receivables 111 –

Receivables from gaming operations 144 –

Prepaid expenses 28 5

Deposits 281 –

Others 3 –

Receivables from shareholders – 79

Total 566 84

ASSET SITUATION
Compared to 31 December 2011, total assets rose by EUR 32,071 thousand to EUR 32,393 thou-
sand as of 31 December 2012. This change was mainly due to goodwill (EUR 18,850 thousand)  
and the rise in cash and other financial assets. Goodwill resulted from the contribution in kind to  
the company of a business opportunity, while the increase in available funds was the result of the 
capital increase for cash contribution under consideration of issuance costs (EUR 14,239 thousand). 
At the same time, deferred tax assets rose in line with the increase in loss carryforwards. Current  
assets mainly comprise cash and cash equivalents (EUR 1,086 thousand), other financial assets  
(EUR 10,076 thousand), other receivables and prepaid expenses (EUR 566 thousand) and trade 
receivables (EUR 30 thousand). 

Non-current assets are dominated by goodwill (EUR 18,850 thousand), deferred tax assets  
(EUR 1,697 thousand), intangible assets (EUR 74 thousand) and property, plant and equipment  
(EUR 15 thousand).

  Balance sheet structure  

in EUR thousand

32,393

2012

32,393

2012

11,758 1,443

20,635 199

30,751

  Total current assets

  Total non-current assets

  Total current liabilities 

  Total non-current liabilities 

  Total equity
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Significance of off-balance-sheet financial instruments for the financial and asset position
Off-balance-sheet financial instruments do not play a significant role for our financing. There are 
off-balance-sheet future obligations from agreements for services, cooperation, insurance and  
licences, as well as for offices and technical equipment totalling EUR 4,255 thousand (prior year: 
EUR 0 thousand) for beyond the next five years. Further information is provided in Section 22 of  
the Notes to the Consolidated Financial Statements.

Assets not recognised
Lotto24 AG does not recognise self-developed assets, such as customers and self-developed soft-
ware in its financial statements. 

Accounting judgements
We have not made any amended accounting judgements with a significant impact on the asset 
position of Lotto24 AG. 

MANAGEMENT’S ASSESSMENT OF THE ECONOMIC POSITION 
We are excellently placed to participate in the German online lottery market. However, the expan-
sion of business was still subject to significant regulatory risks in 2012 as the advertising guideline 
was not introduced until the end of 2012. Once the corresponding advertising licence has been 
received, we aim to launch marketing operations and expand business in Germany as quickly as 
possible.

SUBSEQUENT EVENTS

At the beginning of 2013, we extended the technical interfaces to the state lottery companies: as  
of 2 January 2013, tickets can be submitted in Saxony-Anhalt and as of 15 January 2013 in Bremen. 

According to information of the lottery companies, Deutsche Lotto- und Totoblock is planning to 
introduce price and product changes as of May 2013. It is planned that one field of the lottery ticket 
»6aus49« will cost one euro instead of the current 75 cents. At the same time, a ninth prize division 
is to be introduced in which there is a guaranteed prize of five euros for two correct numbers plus 
the »super number«. The current »additional number« is also to be replaced by the »super number«. 
The changes have been applied for but not yet approved by the gaming supervision authorities of 
all 16 states. We expect the changes to have a positive impact on business.

On 24 January 2013, the parliament of Schleswig-Holstein voted to accede to the GlüÄndStV and 
passed a corresponding execution law. The new legislation came into force in February. At the  
same time, however, the old gaming law still applies for the 46 holders of licences in Schleswig-
Holstein. On the same day, the BGH decided to submit questions regarding the permissibility of  
the GlüÄndStV’s Internet ban and the coherence of various laws in Germany to the ECJ.

On 1 February 2013, the final draft of the advertising guideline came into force after publication in 
the legal gazettes of the federal states. The guideline regulates advertising and customer acquisi-
tion measures in general, and specifically in the case of Internet and TV media. The binding require-
ments regarding the issue of permits for advertising games of chance via the Internet and TV – as 
intended by the GlüÄndStV – are thus effective. Offline media, such as radio and print advertising, 
are still largely unaffected by the restrictive regulations. 

Swift establishment in 

Germany targeted
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On 15 February, a cancellation agreement was signed between Lotto24 AG and Tipp24 SE. It ter-
minates a service agreement between Lotto24 AG and Tipp24 SE signed on 21 May 2012 regard-
ing customer contacting and age verification. The customer contact was intended to inform former 
customers of Tipp24 SE about the resumption of German online lottery brokerage by Lotto24. The 
agreement was made as part of the spin-off of our company from Tipp24 SE. In view of the limited 
impact of this measure and the stricter regulatory conditions once the advertising guideline came 
into force, there was a mutual agreement to terminate any further activities. The value of the remain-
ing measures will be reimbursed by Tipp24 SE and will raise earnings in 2013 by EUR 450 thousand.

As of 5 March 2013, Lotto24.de also offers its state-run lottery products via a Web portal optimised 
for mobile end-user devices. As a result, smartphone users can play »Lotto 6 aus 49«, »Glücksspirale« 
or the new »EuroJackpot« lottery while on the road, without having to miss out on Lotto24’s ser-
vices. Smartphone users simply go to the www.lotto24.de website, where they will be automatically 
redirected to the mobile service. Tickets can be submitted using either the »Quicktipp« function or by 
entering the user’s own lucky numbers. Repeat and combined tickets can also be submitted. Custom-
ers and anyone else interested can also find out the latest winning numbers and odds.

On 13 March 2013, Lotto24 AG was one of the first private German companies to receive a permit 
for advertising on TV and via the Internet for the online marketing of state-run lotteries. With im- 
mediate effect, Lotto24 can advertise in these media throughout Germany. The permit is initially 
valid for two years.  Both the permit and the advertising guideline of the GlüÄndStV which came  
in force on 1 February 2013 contain restrictions, such as for discounts and social media advertising. 
However, Lotto24 believes that these restrictions will not significantly limit its business activities  
and will apply equally to its direct competitors.

RISK REPORT

RISK MANAGEMENT
One of the key tasks of the Executive Board of Lotto24 AG is the strategic management of the com-
pany, a major component of which is risk management. To this end, we carefully monitor our market 
and competitive environment and use the insights we gain to swiftly introduce measures which will 
ensure the long-term and sustainable success of the company. 

Lotto24 AG is exposed to the typical sector and market risks associated with the economic activities 
of a company operating in the Internet sector. We define risks as being those events or develop-
ments which may have a negative impact on the company or the attainment of its objectives. In 
order to counter such risks, we have established a modern and comprehensive risk management 
system.

We monitor operating risks by regularly reviewing relevant financial and other key performance 
indicators. The monitoring frequency, designated controlling responsibility and determined rules of 
procedure for defined deviations from target values are stipulated for each key performance indica-
tor. In the case of technology risks, emergency procedures jointly defined with our technical service 
providers are implemented. Furthermore, we regularly monitor the adjustments and updates made 
to the security systems and processes of our service providers.

We regularly evaluate the regulatory conditions, also with the aid of legal advisors, and can thus 
swiftly recognise unusual events and initiate suitable measures where necessary.

We are convinced that our early warning and risk management system is well suited to quickly 
recognising and dealing with dangers for Lotto24 AG resulting from possible risks. The risk early 
recognition system has been formally documented and is regularly monitored and adapted where 
necessary. 

Should one or more of the following risks occur, it may materially impact Lotto24’s business and 
have significant adverse effects on its net assets, financial position and results of operations.

Permit for Internet and TV 

advertising received



26 LOTTO24 AG ANNUAL REPORT 2012

INDIVIDUAL RISKS
We have already reported in detail above on those risks resulting from significant legal and eco-
nomic conditions. In the following, we shall present those risks which may have a negative impact 
on our revenues and earnings and thus lead to a material impairment of our net assets, financial 
position and results of operations:

Market and sector risks

Entry of new competitors on the German market
As a consequence of the opening of the German lottery and gaming market following the introduc-
tion of the GlüÄndStV, competitors from Germany and abroad with a comparable product portfolio 
and possibly greater financial or technical resources than Lotto24 may enter the German market and 
offer their own gaming products or let third parties market them. Moreover, competitors already on 
the German market may commence the online brokerage of gaming products. This may hamper our 
future growth or lead to a noticeable loss of customers.

Increasing expense of advertising measures  
Our growth depends heavily on the success of our advertising activities and the resulting in aware-
ness of the »Lotto24« brand. Should the conditions for purchasing advertising space deteriorate or 
advertising partners refuse to take bookings for advertising space, we may be forced to limit our 
advertising activities or pay higher prices for them. 

Absence of unusually high lottery winnings 
Whenever large jackpots are offered, we expect a particularly strong increase in new customers and 
a rise in the billings of already registered customers. Jackpots occur by chance due to certain condi-
tions during lottery draws. It cannot be excluded, therefore, that no such high lottery winnings are 
offered over a longer period of time. Such longer periods of time without (sizeable) jackpot draws 
may in particular lead to a falling incentive to participate in lotteries. 

Legal risks from the regulatory development in Germany

Future development of legal situation in Germany remains uncertain 
We have already reported on the legal risks in the section »Significant legal and economic factors 
affecting business«. 

After receiving permission to market state-run lotteries via the Internet, we gradually expanded our 
online lottery brokerage activities in Germany. However, it cannot be excluded that such brokerage 
permits are withdrawn or not prolonged. Should the state lottery companies terminate their agree-
ments with Lotto24, there would be a danger that we would not be able to broker lottery products 
in the federal states concerned.

Even after receiving the advertising permit, it cannot be excluded that the relevant authorities 
will regard the advertising measures we take as incompatible with the advertising permit and the 
requirements of the GlüÄndStV and impose restrictions which may damage our image, or may 
withdraw the advertising permit. This may significantly impede our possibility to attract and retain 
customers by means of advertising.

We use our own certified age verification process which FSM has declared KJM-compliant. The pos-
sibility cannot be excluded that certain authorities demand additional procedures for the registration 
process of our new customers. It should be noted that a registration process that is as simple as pos-
sible and that takes only a short time to complete is a material factor in Lotto24’s ability to attract new 
customers. More in-depth checks during the registration process could decrease the number of new 
registrations or lead to a loss of customers. 

Finally, it is uncertain how the legal situation in Germany will develop in the near future. 
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Law on the Amendment of the German Money Laundering Act (Gesetz zur Ergänzung des Geld- 
wäschegesetzes – GwGErgG)
In November and December of 2012, both German legislative chambers passed the Law on the 
Amendment of the German Money Laundering Act (GwGErgG). The law aims to combat money 
laundering via Internet gaming. The measures are intended to improve the transparency of payment 
streams and ease the identification of game participants. The identification of participants is subject 
to the same strict criteria as the opening of a bank account. In accordance with the KJM guidelines, 
the identity of participants can be determined personally (»Post-Ident« process, registered mail 
advice of receipt/personal delivery etc.) or by means of an electronic ID card. In contrast to the KJM 
procedures, however, it is sufficient under GwGErgG regulations to send a copy of an identification 
document by post. However, lottery companies and brokers can be exempted from the additional 
requirements. This can be achieved on application of the provider – but only if the »gaming legisla-
tion requirements are met« and the authority has received a risk analysis which certifies a low risk. 
Should Lotto24 not be exempted from the GwGErgG obligations, it may be necessary for players to 
send a copy of their ID card, in addition to the implemented age verification procedures according 
to GwGErgG. This may have a negative impact on the registration ratio. 

Operating risks

Continuation of existing cooperation agreements 
We offer major online portals and lottery companies IT and marketing services for the operation of 
online lottery services. In 2012, we already recruited two major cooperation partners as multipliers 
in WEB.DE and GMX. It cannot be excluded that these agreements are terminated prematurely or 
not prolonged on expiry.

Risks from the processing of gaming operations
– Use of external software and online platform 

We use a software and online platform developed by Tipp24 Operating Services Ltd (Tipp24!OS) 
for our online brokerage services and for our marketing to cooperation partners. Under the terms 
of a general agreement, we have right of use until 26 April 2017. Should (i) Tipp24 OS not, or not 
properly, render the committed service in the contractually specified manner during the term of 
the agreement, (ii) or suitable development of the software or online platform according to the 
needs of Lotto24 not be possible, (iii) or Lotto24’s use of the software or online platform infringe 
third party rights, (iv) or should any other problems occur under the general agreement, in each 
case before we are able to rectify the software or online platform or establish a compar-able plat-
form, this might have a material negative impact on our net assets, financial position and results of 
operations. The same applies if the general agreement is prematurely terminated by Tipp24!OS or 
not prolonged beyond 26 April 2017 at reasonable terms. Moreover, such cases may lead to the 
termination of cooperation partnerships and thus to loss of income and to damage claims from 
the cooperation partners.

– Cooperation with external service providers 
For the processing of our business, we depend on cooperation with external service providers 
who have the relevant specialist know-how and technologies. This applies to data and oral com-
munication, procurement, installation, ongoing development, updating and maintaining hard-
ware and software, server housing, payment processing and text messaging. There is a possibil-
ity that one or more of the external service providers we use does not render the services, or not 
on time or not without errors. It is therefore possible that we may be unable to provide our own 
services on time or without error due to errors or oversights of the external service providers we 
have commissioned. This may lead to loss of income, damage claim obligations and consider-
able damage to our reputation.



28 LOTTO24 AG ANNUAL REPORT 2012

– Dependency on complex IT systems  
We are dependent on the use of automated processes for handling gaming agreements. 
Despite the security provisions currently in place, the processing of the gaming agreements 
may be materially impacted by breakdowns of or disruptions to the IT systems as a result of the 
destruction of hardware, power cuts not covered by backup facilities, system crashes, software 
problems, virus attacks, and the intrusion of unauthorised persons on the system or similar dis-
ruptions, particularly through denial of service attacks (automated generation of mass mailing 
requests on a server via the Internet with the aim of disabling it by overloading). Any adverse 
effect could, depending on its extent, result in damage to our reputation and financial losses. 

– Data abuse by unauthorised persons  
Customers provide us with their personal details via the Internet platform. These customer data 
are stored electronically and can be viewed by the customer on our website. It cannot be fully 
excluded that unauthorised persons breach our security precautions and thus gain access to the 
customer database. This may lead to loss of revenue, damage claim obligations and consider-
able damage to our reputation.

ASSESSMENT OF THE RISK SITUATION
The withdrawal or non-prolongation of brokerage permits already granted may prevent our con-
tinued business activities. The withdrawal or non-prolongation of the granted advertising permit 
would also significantly impede the establishment of Lotto24’s business. However, we believe that 
the probability of such behaviour by the authorities is low. Moreover, in such cases we would fully 
exploit all possibilities of legal protection. We are not aware of any other risks which might endan-
ger the company’s continued existence.
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FEATURES OF THE ACCOUNTING-RELATED INTERNAL CONTROL  
AND RISK MANAGEMENT SYSTEM 

Our definition of an accounting -related internal control system and risk management system cor-
responds to that of the Institute of Public Auditors in Germany (Institut der Wirtschaftsprüfer in 
Deutschland e. V.), Düsseldorf, Germany. This defines an »internal control system« as the principles, 
procedures and measures introduced by the management of a company, which regulate the organ-
isational implementation of management decisions on the following topics:

 – ensuring the effectiveness and efficiency of business activities (including the protection of  
assets, including the prevention and disclosure of asset impairment),

 – the correctness and reliability of internal and external accounting and

 – compliance with the legal provisions relevant to the company.

According to this definition, the »risk management system« comprises all organisational regulations 
and measures for the detection and handling of risks involved with business activity.

The following structures and processes have been implemented by Lotto24 AG with regard to its 
accounting processes:

The Executive Board bears full responsibility for the internal control and risk management system 
with regard to the accounting processes. It is regularly provided with information via the reporting 
organisation about the following: definition of risk areas which may lead to developments endan-
gering future survival; risk recognition and risk analysis; risk communication; allocation of responsi-
bilities and tasks; the establishment of a monitoring system; documentation of the measures taken. 
Moreover, this reporting organisation specifies that significant risks are to be reported immediately 
to the Executive Board. 

Corresponding guidelines and organisational directives which define the principles, structure  
and process organisation, and procedures of the accounting-related internal control and risk 
management system are regularly adapted to current external and internal developments. Certain 
accounting-related processes in particular payroll accounting – are outsourced in our organisation-
al structure. With regard to the accounting processes, we consider those elements of the internal  
control and risk management system to be significant which can have a material effect on the ac-
counting and overall statement of the annual financial statements including the management  
report. In particular, these include:

 – identification of the significant risk fields and control areas of relevance to the accounting process, 

 – controls to monitor the accounting process and its results at the level of the Executive Board, 

 – preventive control measures in the finance and accounting system as well as in the operative, 
performance-oriented company processes that generate significant information for the prepara-
tion of the annual financial statements and the management report, including a separation of 
functions and pre-defined approval processes in relevant areas and

 – measures to ensure proper IT-based processing of matters and data relevant to accounting 
processes.
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In order to ensure the correctness of the annual financial statements, we have also implemented a 
risk management system for the accounting process that comprises measures to identify and assess 
significant risks as well as corresponding risk-mitigating measures.

The Controlling and Accounting departments of Lotto24 AG are responsible for fulfilling the tasks 
of the internal audit system with regard to monitoring the internal control and risk management 
system related to accounting processes. Moreover, the Supervisory Board has commissioned the 
external auditors to conduct additional audits. Finally, the Executive Board and Supervisory Board 
continually seek possibilities to enhance the processes of the risk management system.

FORECAST AND OPPORTUNITY REPORT

Following the long-awaited receipt of an advertising permit, we will actively market our product 
range via nationwide TV and online advertising.

We are excellently placed to benefit from the liberalisation of online lottery brokerage in Germany 
and to exploit the tremendous market opportunities. 

EXPECTED EARNINGS POSITION
Our earnings in 2013 and 2014 will be dominated by losses caused by planned heavy investment in 
advertising and revenues which are still comparatively low.

We refrain from providing more precise guidance at present as this depends on the validation of 
key customer figures which we shall endeavour to achieve as quickly as possible.

However, we expect that the market liberalisation and the planned price increase for the »6aus49« 
lottery will lead to a significant increase in revenues of the lottery market. Moreover, we anticipate 
that the online segment will grow at a significantly faster rate, which will also benefit Lotto24.

EXPECTED FINANCIAL POSITION 
The IPO in July 2012 provided Lotto24 AG with considerable liquid funds. Part of the net issue 
proceeds has been used for the repayment of the loan granted by Tipp24 SE (EUR 612 thousand) 
as well as for the further establishment of operations – especially the technical connections to state 
lottery companies and adapting the IT platform to specific regulatory requirements. We aim to use 
the remaining funds to expand our business activities – in particular to conduct marketing measures 
aimed at acquiring new customers, but also to optimise the IT platform and for legal advice. How-
ever, it is expected that we will only receive comparatively low revenue streams from our fledgling 
operations. As we can advertise on the Internet and TV after receiving an advertising permit, this will 
be reflected by significant use of funds. Moreover, the company can finance growth from Authorised 
Capital.

Market liberalisation offers 

possibility of above-average 

growth
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CORPORATE GOVERNANCE DECLARATION

DECLARATION OF CONFORMITY BY THE EXECUTIVE BOARD AND SUPERVISORY BOARD  
OF LOTTO24 AG AS PER § 161 OF THE GERMAN STOCK CORPORATION ACT (AKTG)

I. Future-related section
Lotto24 AG complies with the 15 May 2012 version of the conduct recommendations made by the 
Governmental Commission of the German Corporate Governance Code for corporate management 
and monitoring as published by the German Ministry of Justice in the official part of the electronic 
Federal Gazette on 15 June 2012 and will continue to comply with them with the following exceptions:

1. Section 3.8 (D&O insurance deductible) The D&O insurance taken out for the Supervisory Board 
of Lotto24 AG does not include a deductible. The Executive Board and Supervisory Board take 
the view that a D&O 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 ultimately all 
that matters is the level of compensation paid to the members of executive bodies.

2. Section 5.2 (2), 5.3.1, 5.3.2, 5.3.3, 5.4.6 sentence 3 (Chairing committees, forming committees, 
setting up an audit committee and a nomination committee, as well as their composition, con-
sideration of membership in committees when setting remuneration) In view of the fact that the 
Supervisory Board of Lotto24 AG consists of just three persons, in accordance with the com-
pany’s articles, the Supervisory Board has not formed any committees, and in particular no audit 
committee or nomination committee.

3. Section 5.4.1 (2) and (3) (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 
supports such aspects as internationality, female representation and independence. In view of 
the particular challenges facing the Supervisory Board in the current regulatory environment of 
Lotto24 AG, however, it has refrained from formally stating objectives for its composition for the 
time being so as not to restrict its selection criteria with specific targets and quotas.

II. Past-related section 
Since issuing its last declaration of conformity in September 2012, Lotto24 AG has complied with 
the recommendations of the German Corporate Governance Code in the version dated 15 May 
2012, with the exception of the recommendations stated and justified above in Section I.
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INFORMATION ON CORPORATE GOVERNANCE PRACTICES
The structures for the corporate governance and monitoring of Lotto24 AG are as follows: 

Shareholders and Annual General Meeting
Our shareholders exercise their rights at the Annual General Meeting. Lotto24 AG’s Annual Gen- 
eral Meeting is held within the first eight months of the fiscal year. The Annual General Meeting is  
presided over by the Chairman of the Supervisory Board. The Annual General Meeting resolves  
on all matters that are reserved for it by law (election of the members of the Supervisory Board, 
amendments to the articles of incorporation, the appropriation of net profit, capital measures etc.). 
Our aim is to make it as easy as possible for our shareholders to participate in the Annual General 
Meeting. The necessary attendance documents are therefore made available to shareholders on the 
Internet in advance. Shareholders may elect to have their voting rights exercised by a proxy, who is 
bound to follow their instructions.

Supervisory Board 
The Supervisory Board of Lotto24 AG consists of three members who are all elected by the Annual 
General Meeting. The Chairman and Deputy Chairman are elected from among the members of the 
Supervisory Board. The Supervisory Board was appointed in the course of the company’s change 
in legal form to that of a public limited company (Aktiengesellschaft – AG) for the period ending on 
the expiry of the Annual General Meeting that resolves on the discharge of responsibility for the 
fourth fiscal year from the beginning of the period of office. In case of a tie in voting, the Chairman 
of the Supervisory Board has the casting vote in the case of renewed voting on the same matter. 
The Supervisory Board appoints the members of the Executive Board. It advises and supervises the 
Executive Board in its management of the Company. Significant decisions of the Executive Board 
require the consent of the Supervisory Board. The Supervisory Board meets at least four times per 
year. The Supervisory Board approves the annual financial statements.

Executive Board 
The Executive Board manages the affairs of Lotto24 AG and under the requirements of stock 
corporation law is committed to the Company’s interests and bound by the principles of Company 
policy. The Executive Board currently consists of two members. It reports regularly, promptly and 
comprehensively to the Supervisory Board about all essential issues of business development and 
corporate strategy, and about potential risks. 

Transparency
Lotto24 AG attaches great importance to providing information uniformly, comprehensively and 
promptly. The business situation and results of Lotto24 AG are disclosed in the annual report, in  
the quarterly reports, the half-yearly financial report and the annual analyst conference. We also 
publish information by means of press releases and ad-hoc announcements in accordance with 
statutory regulations. All publications, press releases and announcements are available on our web-
site (www.lotto24-ag.de) in the Investor Relations section. Lotto24 AG has drawn up the mandatory 
list of insiders. The persons concerned have been informed about the statutory duties and penalties.
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Accounting and auditing
The separate financial statements of Lotto24 AG are prepared in accordance with the IFRS and IFRIC 
of the International Accounting Standards Board (IASB), as applied in the EU and as valid on the bal-
ance sheet date. After preparation by the Executive Board, the financial statements are audited by 
the external auditor and adopted by the Supervisory Board. The financial statements are published 
within 90 days after the end of the fiscal year. It has been agreed with the external auditor that the 
Chairman of the Supervisory Board will be informed without delay about any grounds for exclusion 
or exemption or any inaccuracies in the Declaration of Conformity arising in the course of the audit. 
The external auditor reports to the Chairman of the Supervisory Board without delay about all issues 
and events arising in the course of the audit relevant for the Supervisory Board’s duties.

REMUNERATION REPORT

EXECUTIVE BOARD REMUNERATION
The Executive Board remuneration consists of a fixed and a variable component. Moreover, the 
Supervisory Board may resolve to grant the Executive Board members an additional voluntary 
bonus for special services to the company and in the case of corresponding economic success of 
the Company. The variable bonus is based on individual and strategic targets, such as company 
growth. The amount and structure of Executive Board remuneration is continually monitored by the 
Supervisory Board and is agreed and updated with each member of the Executive Board. Executive 
Board remuneration in 2012 was as follows: 

Fixed 
remuneration

Variable 
remuneration

2012

in EUR thousand

Petra von Strombeck 150 150 300

Magnus von Zitzewitz 100 65 165

Total 250 215 465

In addition, the members of the Executive Board have been granted a long-term, share-based re-
muneration programme (phantom shares with cash compensation). The imputed number of shares 
is issued in annual tranches in the middle of the calendar year and vested over the twelve follow-
ing months pro rata temporis. The calculation is made by dividing a nominal remuneration claim 
in euro (initial value EUR 330 thousand) by the average Lotto24 share price (Xetra or a functionally 
comparable successor system) for the past 90 trading days. Claims to receive payment accrue after 
a vesting period of four years.

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 condi-
tions offered, the member shall receive compensation in the amount of half the annual gross salary 
of the previous year if the company is then culpable in failing to reappoint said member (i.e. in the 
case that the Supervisory Board offers the Executive Board member a reappointment but this fails 
to materialise). 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, assuming 
100% target attainment, but limited to two annual gross salaries. 
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SUPERVISORY BOARD REMUNERATION
In accordance with the Articles of Association, the Supervisory Board members receive for every  
full financial year a fixed annual remuneration of EUR 25,000. The remuneration is increased to two-
and-a-half times the amount for the Chairman of the Supervisory Board or the chairman of one or 
more committees and to one-and-a-half times the amount for the Deputy Chairman. The Superviso-
ry Board members do not receive any performance-related remuneration. This is intended to avoid 
creating any incentives linked to the Company’s short-term success, in order to strengthen the  
Supervisory Board’s necessary independent control function. The Supervisory Board did not  
form any committees in fiscal year 2012.

The Supervisory Board remuneration incurred in fiscal year 2012 (pro rata for eight months) was  
as follows: 

2012

in EUR thousand

Prof. Willi Berchtold 42

Jens Schumann 25

Thorsten Hehl 17

Total 83
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DISCLOSURES PURSUANT TO TAKEOVERS

The following disclosures are in compliance with Sec. 289 (4) German Commercial Code (HGB):

 – As of 31 December 2012, the subscribed capital of Lotto24 AG amounted to EUR 13,974,904, 
divided into 13,974,904 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 company is aware of the following direct or indirect holdings in its share capital in excess of 
10% of total voting rights:

Name, location Shareholding Reporting date

Othello Drei Beteiligungs GmbH & Co. KG,  
Hamburg, Germany

33.29% (directly) 2 July 2012

Othello Drei Beteiligungs-Management GmbH,  
Hamburg, Germany

33.29% (attributed) 2 July 2012

Günther Holding GmbH, Hamburg, Germany 33.29% (attributed) 2 July 2012

Günther GmbH, Bamberg, Germany 33.29% (attributed) 2 July 2012

Oliver Jaster, Germany 33.29% (attributed) 2 July 2012

Mellinckrodt 1 Sicav, Munsbach, Luxembourg 15.23% (directly) 17 September 2012

With the approval of the Supervisory Board, the Executive Board is authorised to increase share cap-
ital in the period up to 31 March 2017 by up to a total of EUR 3,542,544 (in words: three million five 
hundred and forty-two thousand five hundred and forty-four) by issuing on one or more occasions, 
in whole or in partial amounts, new no-par value shares for cash or contributions in kind (Authorised 
Capital 2012/I). Further details on Authorised Capital are provided in Section 21 of the Notes to the 
Consolidated Financial Statements or in Section 4 of the company’s Articles of Association.

The Executive Board can only be authorised to purchase treasury shares by the Annual General 
Meeting. This has not been the case so far.

The following statutory regulations and provisions of the Company’s Articles apply for the appoint-
ment and dismissal of Executive Board members as well as for any amendments to the company’s 
Articles of Association:

The members of the Executive Board of Lotto24 AG are appointed by the Supervisory Board for  
a period of no more than five years. Members may be re-appointed for further periods of no more 
than five years (Sec. 5 (2) of the Articles). 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 (Sec. 11 (6) of the Articles). If a 
necessary member of the Supervisory Board is missing, the court may appoint a member in urgent 
cases and on application of a person involved in accordance with Sec. 85 AktG. The Executive Board 
consists of one or more persons pursuant to Sec. 5 (1) of the Articles. Otherwise, the Supervisory 
Board determines the number of Executive Board members and appoints a Chairman of the Exec-
utive Board pursuant to Sec. 84 (2) AktG.
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The scope of activities which the company may perform is defined in Sec. 2 of the Articles. Accord-
ing to Sec. 179 AktG, the Articles can only be amended with a resolution of the Annual General 
Meeting. Unless otherwise prescribed by law, resolutions of the Annual General Meeting are 
adopted by a simple majority of votes cast (pursuant to Sec. 133 AktG, Sec. 18 (1) of the Articles) 
and where necessary by a simple majority of the share capital represented. In accordance with Sec. 
179 (2), a majority of 75% of the share capital represented is required to change the purpose of the 
company. The Supervisory Board is authorised to resolve amendments to the Articles of Associa-
tion that only concern the formal wording (Sec. 14 (2) of the Articles). Pursuant to Sec. 181 (3) AktG, 
amendments to the Articles of Association become effective when entered in the Commercial 
Register.

The following compensation agreements have been made with the Executive Board of Lotto24 AG: 
If a member of the Executive Board agrees to be reappointed on the basis of the contractual condi-
tions offered, the member shall receive compensation in the amount of half the annual gross salary 
of the previous year if the company is then culpable in failing to reappoint said member (i.e. in the 
case that the Supervisory Board offers the Executive Board member a reappointment but this fails 
to materialise). 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, assuming 
100% target attainment, but limited to two annual gross salaries.

RELATED PARTY DISCLOSURES AND DEPENDENT COMPANY REPORT

From 16 May to 26 June 2012, Lotto24 AG was a controlled company of Tipp24 SE, Hamburg, as 
defined by Sec. 312 AktG. In accordance with Sec. 312 AktG, the Executive Board of Lotto24 AG has 
prepared the prescribed Dependent Company Report and issued the following closing statement:

»For the transactions and measures listed in the Dependent Company Report, and under the cir-
cumstances known to us at the date on which the company entered into transactions or undertook 
or refrained from undertaking measures, Lotto24 AG received adequate consideration for each 
such transaction and was not disadvantaged by undertaking or refraining from undertaking such 
measures.«

Related parties of Lotto24 AG comprise on the one hand the members of the Executive Board and 
Supervisory Board, including close relatives, and on the other hand those companies on which the 
Company’s Executive Board and Supervisory Board members, and their close relatives, can exert a 
significant influence or in which they hold significant voting rights. Moreover, related parties include 
those companies with which the Company forms a group or in which it holds investments which en-
able it to exert a significant influence on the latter’s business policy, as well as the Company’s  
main shareholders including their affiliated companies (IAS 24).

In the reporting period, there were no business relationships between Lotto24 AG (or Tipp24 
Deutschland GmbH prior to its change in legal form) and members of its executive bodies (Executive 
Board or management), the members of the Supervisory Board and the major shareholder Mr Oliver 
Jaster (attributable acc. to Sec. 22 (1) sentence 1 no. 1, (3) WpHG Othello Drei Beteiligungs-Man-
agement GmbH, Hamburg, Othello Drei Beteiligungs GmbH & Co. KG, Hamburg, Günther Holding 
GmbH, Hamburg, Günther GmbH, Bamberg) which required reporting. 

Until its separation (spin-off) from Tipp24 SE, the parent company of Lotto24 AG was Tipp24 SE, 
with registered offices in Hamburg, Germany. The separation was formally completed on 22 June 
2012 by the Annual General Meeting of Tipp24 SE regarding the distribution of all shares held by 
Tipp24!SE in Lotto24 AG in the form of a dividend in kind to the shareholders of Tipp24 SE. 
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Since its foundation, Lotto24 AG has maintained and maintains various business relations with 
Tipp24 SE, a related party, which were all conducted on an arm’s length principle as follows:

a) For the implementation of the spin-off and the commencement of business activities, Lotto24!AG 
required the provision of necessary assets »Contribution of business opportunity«/  
Contribution Agreement (30 April 2012): the contributed assets included in particular

a1) extensive software usage rights for the operation of the brokerage platform in the form of a 
master agreement with Tipp24 Operating Services Limited;

a2) unrestricted rights to the »Lotto24« word/image trademark and the »lotto24.de« domain; 

a3) demand for repayment of loans and liquidity advances in addition to accrued interest as of 
31 March 2012 amounting to EUR 1,068 thousand (31 December 2011: EUR 511 thousand). 
The aforementioned receivables were assigned and contributed to Lotto24 AG in the stated 
amounts;

b) In addition, a service agreement with Tipp24 SE regarding customer targeting and age verifica-
tion (21 May 2012);

c) A restraint-of-use agreement in which Tipp24 SE undertakes to refrain from using, for example, 
the tipp24.de domain to commence the brokerage of state-licensed lottery products in the 
Federal Republic of Germany until 31 December 2014 (25 May 2012);

d) A conflict avoidance agreement with Tipp24 SE in which the contracting parties undertake to 
avoid any disputes arising, without excluding or restricting possible competition, or to strive for 
an amicable agreement by means of an orderly de-escalation and negotiation process (25 May 
2012);

e) An internal agreement between the two companies regarding the prorated exemption of 
Lotto24 AG from liability and costs involved with the initial public offering;

f) There are no longer any short-term receivables due from Tipp24 SE resulting from the VAT fiscal 
unit (31 December 2011: EUR 79 thousand).

Hamburg, 14 March 2013

The Executive Board 

Petra von Strombeck Magnus von Zitzewitz 
Chairman of the Executive Board  Member of the Executive Board 
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INCOME STATEMENT 
FROM 1 JANUARY TO 31 DECEMBER ACC. TO IFRS

2012 2011

in EUR thousand Note

Billings 1,084 –

Remitted stakes (less commissions) -991 –

Revenues 5 93 –

Other operating income 6 116 –

Total performance 208 –

Operating expenses

Personnel expenses 7 -1,715 -56

Amortisation/depreciation on intangible assets and property,  
plant and equipment 15, 16 -28 0

Other operating expenses 8 -2,747 -252

Result from operating activities (EBIT) -4,282 -308

Revenues from financial activities 9 1 0

Expenses from financial activities 9 -14 -11

Financial result 9 -13 -11

Net profit before taxes -4,295 -319

Income taxes 10 1,240 71

Net profit -3,055 -248

Earnings per share (undiluted and diluted, in EUR/share) -0.36

Weighted average of ordinary shares outstanding  
(undiluted and diluted, in shares) 8,518,149

Net profit is attributable to the owners of Lotto24 AG, Hamburg.

STATEMENT OF COMPREHENSIVE INCOME 
FROM 1 JANUARY TO 31 DECEMBER ACC. TO IFRS

2012 2011

in EUR thousand

Net profit for the period -3,055 -248

Other result after tax 24 3 –

Total net profit after tax -3,052 -248

Total net profit is attributable to the owners of Lotto24 AG, Hamburg.
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BALANCE SHEET 
AS AT 31 DECEMBER ACC. TO IFRS

31.12.2012 31.12.2011

ASSETS in EUR thousand Note

Current assets

Cash and cash equivalents 11 1,086 63

Other financial assets 11 10,076 –

Trade receivables 12 30 –

Other receivables and prepaid expenses 13 566 84

Total current assets 11,758 147

Non-current assets

Goodwill 14 18,850 –

Intangible assets 15 74 64

Property, plant and equipment 16 15 4

Deferred tax assets 10 1,697 107

Total non-current assets 20,635 175

ASSETS 32,393 322
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31.12.2012 31.12.2011

EQUITY AND LIABILITIES in EUR thousand Note

Current liabilities

Trade payables 17.1 738 148

Other liabilities 17.2 292 5

Short-term provisions 18 413 7

Financing loan 1) 19 0 511

Total current liabilities 1,443 671

Non-current liabilities

Long-term provisions 20 199 –

Total non-current liabilities 199 –

Equity

Subscribed capital 21 13,974 25

Capital reserves 21 20,203 –

Other reserves 21 3 –

Retained earnings 21 -3,429 -374

Total equity 30,751 -349

EQUITY AND LIABILITIES 32,393 322
1) Comparative period shareholder loan



42 LOTTO24 AG ANNUAL REPORT 2012

CASH FLOW STATEMENT
FOR THE PERIOD FROM 1 JANUARY TO 31 DECEMBER ACC. TO IFRS

31.12.2012 31.12.2011

in EUR thousand

Net profit before tax -4,295 -319

Adjustments for  

 Amortisation/depreciation on non-current assets 28 – 

 Financial income/financial expenditure 13 – 

Changes in   

 Trade receivables -30 –

 Other assets and prepaid expenses -482 -50

 Trade payables 588 33

 Other liabilities 236 4

 Financial liabilities 0 11

 Short-term provisions 479 8

 Long-term provisions 199 –

Interest paid -11 –

Taxes paid  0 –

Cash flow from operating activities -3,274 -312

  

 Disbursements for financial instruments -3,071 –

 Investments in intangible assets -15 -46

 Investments in property, plant and equipment -14 -5 

Cash flow from investing activities -3,100 -50

  

Disbursements for the repayment of financial liabilities -612 – 

 Payments received from taking out financing loans 1) 1,150 400

 Payments received from the capital increase for cash 14,972 –

 Disbursements for transaction costs of capital increase 1,107 –

Cash flow from financing activities 14,403 400

  

 Change in cash and cash equivalents 8,029 37

 Cash and cash equivalents at the beginning of the period 63 26

Cash and cash equivalents at the end of the period 8,092 63

  

Composition of cash, cash equivalents and securities  
at the end of the period 8,092 63

 Cash 1,086 63

 Cash equivalents 7,005 –
1) Comparative period shareholder loan

Explanations are provided in Note 3.
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STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD FROM 1 JANUARY TO 31 DECEMBER ACC. TO IFRS

Subscribed 
capital

Capital 
reserves

Other 
reserves

 Retained ear-
nings

Total 
equity

in EUR thousand

As at 1 January 2011 25 – – -126 -101

Net profit – – – -248 -248

Other result – – – – –

Total result – – – -248 -248

As at 31 December 2011 25 – – -374 -349

As at 1 January 2012 25 – – -374 -349

Capital increase for contribution in kind 7,960 11,977 – – 19,937

Capital increase for cash 5,989 8,983 – – 14,972

Transaction costs of capital increase – -1,107 – – -1,107

Deferred tax relief for transaction costs 349 349

Net profit – -3,055 -3,055

Other result – 3 3

Total result – 3 -3,055 -3,052

As at 31 December 2012 13,974 20,203 3 -3,429 30,751

Explanations are provided in Note 21.
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1 GENERAL 

Lotto24 AG, Hamburg (hereinafter also referred to as Lotto24 AG) was formed in Hamburg on 
13 August 2010 as Tipp24 Deutschland GmbH, Hamburg (hereinafter referred to as Tipp24 
Deutschland). The sole forming shareholder was Tipp24 SE, Hamburg. With a resolution of the 
shareholders’ meeting on 27 April 2012, the company’s legal status was changed to that of a pub- 
lic limited company (»Aktiengesellschaft«). The resolution was entered in the Commercial Register 
of the District Court of Hamburg under the number HRB 123037 on 16 May 2012. The company’s 
shares have admitted to trading on the Regulated Market (Prime Standard) of the Frankfurt Stock 
Exchange since 3 July 2012. 

Until its separation from the Tipp24 Group, Lotto24 AG was included in the consolidated financial 
statements of Tipp24 SE, Hamburg, as a wholly-owned subsidiary. The spin-off was concluded on 
the basis of a resolution of the Tipp24 SE Annual General Meeting on 22 June 2012. The spin-off 
was enacted by means of a distribution of a dividend in kind on 26 June 2012 during which each 
shareholder of Tipp24 SE received one Lotto24 share for each Tipp24 SE share held. Lotto24 has  
no subsidiaries. 

The company is in the start-up and growth phase. Its main activity is the online brokerage of state-
run lotteries in Germany.

Lotto24 AG is domiciled in Hamburg, Germany. The address of its registered offices is Neuer Wall 63, 
20354 Hamburg, Germany. The balance sheet date is 31 December 2012. Fiscal year 2012 covered 
the period from 1 January 2012 to 31 December 2012.

The separate financial statements of Lotto24 AG as of 31 December 2012 were prepared in accord-
ance with the valid IFRS and IFRIC of the International Accounting Standards Board (IASB) which 
have to be applied in the EU as of the balance sheet date. These separate financial statements were 
prepared with a resolution of the Executive Board on 14 March 2013. Publication was authorised  
with a resolution of the Executive Board on 14 March 2013. 

2 GENERAL ACCOUNTING PRINCIPLES

The significant accounting principles applied by the Company in preparing the separate financial 
statements are presented below.

2.1 SIGNIFICANT ACCOUNTING POLICIES

2.1.1 General
The separate financial statements of Lotto24 AG as of 31 December 2012 were prepared in accord-
ance with the valid IFRS and IFRIC of the International Accounting Standards Board (IASB) which 
have to be applied in the EU as of the balance sheet.

New and revised standards applied in 2012 
There are no new or revised standards applied in 2012 which had a significant impact on the Group.

Published standards which are not yet mandatory
Standards and interpretations which had been published at the time of publishing these annual 
financial statements but which were not yet mandatory are presented below. The Company intends 
to adopt the amendments to these standards as of their effective date:

NOTES TO THE SEPARATE FINANCIAL STATEMENTS ACC. TO 
IFRS FOR THE PERIOD 1 JANUARY TO 31 DECEMBER 2012
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IAS 1 »Financial Statement Presentation«  
specifies that items of other income are to be divided or separated into amounts that can be re-
cycled in the income statement, and those that cannot. The amendments do not state which other 
income items are to be disclosed.

IFRS 10 »Consolidated Financial Statements«
expands the existing principles and focuses on the introduction of a standard consolidation model 
for all companies based on the concept of control of subsidiaries by the parent company. The 
standard also contains additional guidelines which help ascertain whether there is control – espe-
cially in difficult cases. 

IFRS 11 »Joint Arrangements« 
aims to specify accounting principles for companies involved in joint arrangements. The term  
»joint arrangement« is defined and the parties involved are obliged to determine the type of joint 
arrangement in which they are each involved. To this end, they must assess their rights and obliga-
tions and recognise such rights and obligations according to the respective type of joint arrange-
ment. The amended definitions now result in two different »types« of joint arrangements: joint op-
erations and joint ventures. A joint arrangement is defined as a contractual arrangement over which 
two or more parties have joint control. Joint control exists only when decisions about the relevant 
activities that have a significant impact on agreement returns require the unanimous consent of the 
parties sharing control. The possibility of proportionate consolidation was abolished.

IFRS 12 »Disclosure of Interests in Other Entities«
combines the amended disclosure requirements of IAS 27 and IFRS 10, IAS 31 and IFRS 11 as well 
as IAS 28 in a single standard.

IFRS 13 »Fair Value Measurement«
aims to improve measurement continuity and reduce complexity. It describes how fair value is to be 
defined, how it is measured and what disclosures need to be made. The provisions do not expand 
the scope of fair value measurement but explain how fair value is to be applied in those cases 
already required or permitted by standards.

IAS 27 »Separate Financial Statements« (revised 2011)
contains those regulations on separate financial statements which remain after the regulations con-
cerning control in IFRS 10 were adopted.

IAS 28 »Investments in Associates and Joint Ventures« (revised 2011)
aims to improve accounting for investments in associates. It sets out the requirements for the applic-
ation of the equity method when accounting for investments in associates and joint ventures.

Improvements to IFRSs (May 2012)
contains a collective standard published in May 2012 concerning amendments to various IFRSs 
which are mandatory for fiscal years beginning on or after 1 January 2013. The amendments from 
this publication will have no impact on the annual financial statements of Lotto24 AG.

 – IFRS 1 First-time Adoption of the International Financial Reporting Standards:  
clarifies that an entity that stopped applying IFRS in the past and chooses, or is required, to  
apply IFRS, has the option to re-apply IFRS 1. If IFRS 1 is not re-applied, an entity must retro-
spectively restate its financial statements as if it had never stopped applying IFRS.

 – IAS 1 Presentation of Financial Statements:  
clarifies the difference between voluntary additional comparative information and the minimum 
required comparative information. Generally, the minimum required comparative information is 
the previous period.

 – IAS 16 Property, Plant and Equipment:  
clarifies that major spare parts and servicing equipment that meet the definition of property, 
plant and equipment are not inventory.
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 – IAS 32 Financial instruments:  
Presentation: clarifies that income taxes arising from distributions to equity holders are  
accounted for in accordance with IAS 12 Income Taxes.

 – IAS 34 Interim Financial Reporting:  
aligns the disclosure requirements for total segment assets with total segment liabilities in  
interim financial statements. This clarification also ensures that interim disclosures are aligned 
with annual disclosures.

2.1.2 Basis of preparation
The separate financial statements were prepared on the basis of historical cost. Excluded from this 
were available-for-sale financial assets, as well as obligations from share-based payment transac-
tions which are settled in cash but whose size depends on an equity instrument of the Company, 
which were both carried at fair value.

2.1.3 Measurement currency
The measurement currency is the euro (EUR). Unless otherwise stated, amounts are stated in  
thousands of euros (EUR thousand), which may lead to rounding differences in certain cases.

2.1.4 Estimates and assumptions 
IFRS accounting requires that estimates and assumptions be made that underlie the amounts recog-
nised in the financial statements and notes to the financial statements. Significant assumptions and 
estimates were made for the standard useful lives of non-current assets, the realisability of accounts 
receivable and the accounting treatment and valuation of provisions. Actual figures may differ from 
these estimates.

In addition, the following forward-looking assumptions and margins of error as of the balance  
sheet date mean that there is a risk that the carrying values of assets and liabilities may need to  
be amended in future:

Deferred tax assets
Deferred tax assets are recognised for all unused tax loss carryforwards to the extent that it appears 
probable that taxable income will be available, so that the loss carryforwards can actually be used. 
When determining the amount of the deferred tax assets, management must make estimations 
regarding the expected time and size of the future taxable income, as well as future tax planning. 
Further details are provided in Note 10.
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Deferred tax liabilities
Deferred tax liabilities are recognised for those items where the IFRS result before taxes is higher 
than the corresponding taxable profit. Causes may include assets carried at a higher value or 
liabilities carried at a lower value in the IFRS balance sheet compared to the tax balance sheet. 
Deferred tax liabilities may also result from assets which were only recognised in the IFRS balance 
sheet or liabilities which were only carried in the tax balance sheet.   

2.1.5 Goodwill
In order to spin off Lotto24 AG from Tipp24 SE and commence business activities for the online 
brokerage of German lotteries, Lotto24 AG needed to be provided with the necessary assets 
(»contribution of business opportunity«). The resulting goodwill (by derivation) has no estimated 
life expectancy and is not amortised in scheduled amounts (impairment-only approach). Instead of 
amortisation, the asset is subjected to an annual impairment test acc. to IAS 36. 

2.1.6 Intangible assets
Intangible assets are measured initially at cost. Intangible assets are recognised if it is probable that 
the future economic benefits that are attributable to the asset will flow to the entity, and the cost 
of the asset can be measured reliably. After initial recognition, intangible assets are measured at 
cost less accumulated amortisation and any accumulated impairment losses. Intangible assets are 
amortised using the straight-line method over their estimated useful lives. The amortisation period 
and method are reviewed at the end of each fiscal year. The Company holds no intangible assets 
with non-definable useful lives.

Self-produced intangible assets are disclosed in the annual financial statements. The estimated use-
ful life of intangible assets once usage starts amounts to three years. 

Costs of websites
The Company incurred costs for the development of its own website for external use which it recog-
nises as a self-produced intangible asset. 

The costs were incurred for the development of infrastructure and the graphic design as well as 
for the development of the website content. As these costs were charged by an external service 
provider, they can be directly allocated.

The website creates a future economic benefit, as it is used to generate revenues from the broker-
age of lottery tickets. 

The development of the website was completed in February 2012. These and other domain rights 
are written down over a useful life of three years.
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2.1.7 Property, plant and equipment 
In accordance with IAS 16, property, plant and equipment are recognised as assets if it is probable 
that the future economic benefits attributable to those assets will flow to the enterprise and the cost 
of the assets can be measured reliably. Property, plant and equipment are measured at cost less ac-
cumulated depreciation and impairment losses. If items of property, plant and equipment are sold 
or retired, their cost of purchase and accumulated depreciation are eliminated from the balance 
sheet and any gains or losses resulting from their disposal are recognised in profit or loss.

The cost of property, plant and equipment comprises the purchase price, other non-refundable 
taxes and all directly allocable costs incurred in making the asset operational. Purchase price reduc-
tions such as bonuses, cash discounts and other discounts are deducted from the purchase price. 
Any subsequent costs such as repair and maintenance expenses are recognised as expenses in the 
period in which they are incurred. If it can be demonstrated that such expenses increase the future 
economic benefit that arises from the use of the asset above the original level of performance, the 
expenses are recognised as subsequent costs.

2.1.8 Impairment and write-backs of non-current assets
The Company assesses on every balance sheet date whether there is any indication of impairment 
of its non-financial assets. If there is any indication of impairment, the Company makes an estima-
tion of the recoverable amount of the respective asset. The recoverable amount of an asset is the 
higher of the fair value of an asset or cash-generating unit less selling costs and its value in use. The 
recoverable amount must be determined for each individual asset, unless the asset does not gener-
ate cash inflows that are largely independent from other assets or groups of assets. If the carrying 
amount of an asset or cash-generating unit exceeds its recoverable amount, the asset is considered 
impaired and written down to its recoverable amount. In order to calculate the value in use of the 
asset, estimated future cash flows are discounted to their present value using a pre-tax discount rate 
that reflects the current market expectations of interest and the specific risks of the asset. In deter-
mining fair value less costs to sell, recent market transactions are taken into account, if available. If 
no such transactions can be identified, an appropriate valuation model is used. A review of non-
financial assets is carried out on each reporting date to ascertain whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. A previously 
recognised impairment loss is only reversed if there has been a change in the estimates used to de-
termine the asset’s recoverable amount since the last impairment loss was recognised. The reversal 
is limited to the extent that the carrying amount of an asset may not exceed its recoverable amount 
nor the carrying value that would have been determined, net of depreciation, if no impairment loss 
had been recognised for the asset in prior years. A reversal is recognised in the income statement.
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2.1.9 Recognition and measurement of financial assets 
Financial instruments are divided into four categories: held-for-trading financial instruments, held-
to-maturity financial instruments, loans and receivables, and available-for-sale financial investments.

Financial instruments acquired principally for the purpose of generating a profit from short-term 
fluctuations in price are classified as held-for-trading financial instruments.

Financial instruments with fixed or determinable payments and fixed maturity that the Company has 
the positive intent and ability to hold to maturity, other than loans and receivables originated by the 
Company, are classified as held-to-maturity. 

All other financial instruments, other than loans and receivables originated by the Company, are 
classified as available-for-sale. 

Held-to-maturity financial instruments with a residual maturity of up to twelve months and available-
for-sale financial assets are disclosed under current assets. 

Purchases and sales of financial instruments are recognised on the trade date. 

Financial assets are initially recognised at fair value. In the case of financial assets other than those 
classified as at fair value through profit or loss, transaction costs directly attributable to the acquisi-
tion of the assets are also included.

Held-for-trading financial instruments and available-for-sale financial assets are subsequently meas-
ured at fair value without any deduction for transaction costs. 

Gains or losses on the fair value measurement of available-for-sale financial assets are recognised 
directly in equity, until the financial asset is sold, redeemed or otherwise disposed of, or until it 
is determined to be impaired, at which time the cumulative gain or loss previously recognised in 
equity is included in profit or loss. 

Gains and losses on the fair value measurement of held-for-trading financial instruments are recog-
nised in profit or loss in the period in which they arise.

Held-to-maturity financial instruments are carried at amortised cost using the effective interest rate 
method. 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that 
are not traded in an active market. After initial recognition, such financial assets are measured at 
amortised cost using the effective interest method less any necessary writedowns in the course of a 
subsequent valuation.

A financial asset is eliminated from the balance sheet if the Company loses its disposing power over 
the contractual rights which form the basis for the financial asset. A financial liability is eliminated if 
the obligation on which the liability is based is fulfilled, terminated or expired.
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2.1.10 Recognition and measurement of financial liabilities 
All financial liabilities are recognised initially at fair value and in the case of loans and borrowings, 
plus directly attributable transaction costs. The Company’s financial liabilities include trade and 
other payables, bank overdrafts, loans and borrowings. After initial recognition, financial liabilities 
are measured at amortised cost using the effective interest method. A financial liability is derecog-
nised when the obligation under the liability is discharged, cancelled or expires.

2.1.11 Other assets and trade receivables
Trade receivables are stated at the nominal or lower recoverable value. Returned direct debits from 
customer payments are expensed insofar as dunning or collecting measures were not conducted or 
achieved no result.

2.1.12 Cash and short-term financial assets
Cash includes bank balances and cash on hand and is stated at amortised cost.

We refer to the comments in Note 11.

2.1.13 Trade payables and other liabilities 
Trade payables and other liabilities are disclosed at amortised cost.

2.1.14 Other provisions
Other provisions are recognised for legal or constructive obligations that arise prior to the bal-
ance sheet date if it is probable that an outflow of company resources will be required to settle the 
obligations and a reliable estimate can be made of the amount of the obligations. Provisions are 
reviewed at each balance sheet date and adjusted to reflect the best estimate in each case. The 
amount of the provision is the present value of the expenditures expected to be required to settle 
the obligation. Provisions are discounted insofar as the interest effect is significant. The other provi-
sions account for all recognisable obligations to third parties.

2.1.15 Share-based payment
A share-based payment is a transaction in which the entity receives or acquires goods or services 
either as consideration for its equity instruments or by incurring liabilities for amounts based on the 
price of the entity’s shares or other equity instruments of the entity. IFRS 2 distinguishes between 
three different types of share-based payment:

1. Transactions which are settled with equity instruments (equity-settled share-based transactions) 
and measured using fair value at the time of granting.

2. Transactions which are settled in cash, but whose amount depends on an equity instrument of 
the company (cash-settled share-based payment transactions) and are measured using fair value 
as of the balance sheet date. 

3. Transactions in which one or both entities can choose whether to settle the transaction in cash or 
by issuing an equity instrument.

The Company’s share-based payment transactions (Phantom Shares) are to be classified as »Cash-
settled share-based payment transactions«. Please refer to Note 20. The standard provides these 
payment instruments for the two entitled Executive Board members are to be expensed as person-
nel expenses.
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2.1.16 Income taxes
Current tax refund claims and tax liabilities for the current period are measured at the amount at 
which the refund from the tax authority or payment to the tax authority is expected. The calculation 
is based on tax rates and tax legislation which apply on the balance sheet date in Germany.

Tax expenses are determined on the basis of the profit or loss recorded for the period and take 
account of current and deferred taxes. Deferred tax is provided using the balance sheet-oriented 
liability method on temporary differences at the reporting date between the tax bases of assets and 
liabilities and their carrying amounts for financial reporting purposes. Deferred tax liabilities are rec-
ognised for all taxable temporary differences. Deferred tax assets are recognised for all deductible 
temporary differences, carry forward of unused tax losses and unused tax credits, to the extent that 
it is probable that there will be taxable income against which the deductible temporary differences, 
and the carry forward of unused tax losses and unused tax credits can be utilised. Deferred tax  
assets and deferred tax liabilities can be offset, if the Company has a legally enforceable right to  
set off current tax assets against current income tax liabilities and the deferred taxes relate to the 
same taxable entity and the same tax authority. 

Deferred tax and current tax relating to items recognised outside profit or loss is also recognised 
outside profit or loss. Deferred tax items are recognised in correlation to the underlying transac- 
tion either in other comprehensive income or directly in equity.

2.1.17 Revenues
Revenues are recognised when services have been provided or goods delivered and the risk has 
been transferred to the beneficiary or the buyer, and it is probable that the economic benefits attrib-
utable to the transaction will flow to the entity, and the amount of revenue can be reliably measured. 

The Company generates its revenues mainly from commissions which it receives from the respective 
state lottery company for tickets or stakes transmitted, as well as from additional fees charged to 
customers.

In the brokerage business, revenue is recognised when the bets have been made, the lottery ticket 
information passed on to the lottery organizer and confirmation of receipt of the information has 
been obtained. 

Revenues are disclosed net of VAT, discounts, customer bonuses and rebates.

Stakes received from customers are disclosed in the income statement as billings. The Company’s 
own revenues represent the difference between remitted stakes (less commission) and billings. 

In the course of its online brokerage of lottery products, the Company collects the amounts owed 
by its customers via direct debit or credit card charges. 

Billings represent the stakes received from customers. In addition to determining the amount of 
commission received, billings also have a direct influence on the size of revenues.

Registered customers are those customers who have successfully completed the registration pro-
cess on the Company’s website. This number is disclosed after adjustment for multiple registrations 
and those customers excluded from participating in the lottery products offered.
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2.1.18 Operating expenses
Operating expenses are recognised at the time the products or goods are delivered or the services 
provided.

2.1.19 Interest income
Interest income is carried pro rata temporis under consideration of the effective annual return of a 
financial asset.

2.1.20 Borrowing costs
Borrowing costs are recognised as an expense in the period in which they are incurred.

2.1.21 Contingent receivables
Contingent receivables are not recognised in the annual financial statements. Contingent re-
ceivables result from unplanned or unexpected events which might result in an economic benefit 
accruing for the company. Contingent receivables are disclosed in the notes if the possibility of the 
receipt of an economic benefit is probable. 

2.1.22 Contingent liabilities
Contingent liabilities are not recognised in the annual financial statements. Contingent liabilities are 
disclosed if the possibility of an outflow of resources embodying economic benefits is probable.

2.1.23 Events after the balance sheet date 
Events after the balance sheet date are events which could be favourable or unfavourable, that occur 
between the end of the reporting period and the date on which the annual financial statements are 
prepared. Events that provide further material evidence of conditions that existed at the end of the 
reporting period (»adjusting events«) are recognised in the annual financial statements. Significant 
events that provide evidence of conditions that existed after the end of the reporting period (»non-
adjusting events«) are discussed in Note 25.
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3 CASH FLOW STATEMENT

The cash flow statement is prepared pursuant to IAS 7 (»Cash Flow Statements«). A distinction is 
made between cash flows from operating, investing and financing activities. 

The cash flow from ordinary activities was derived using the indirect method.

For the purpose of the cash flow statement, cash and cash equivalents comprise the following: 

31.12.2012 31.12.2011

in EUR thousand

Available-for-sale financial investments (short-term) 7,005 –

Cash 1,086 63

Total 8,092 63

31.12.2012 31.12.2011

in EUR thousand

Reconciliation to the balance sheet

Available-for-sale financial investments (short-term) 7,005 –

Available-for-sale financial investments (medium-term) 2,154 –

Held-to-maturity financial investments 918 –

Other financial assets 10,076 –

4 SEGMENT REPORTING

The Company has no reportable segments in the reporting period.
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5 REVENUES

2012 2011

in EUR thousand

Revenues 93 –

Total 93 –

The principles regarding revenue recognition are explained in Note 2.1.17.

As of 31 December 2012, the total number of registered customers amounted to 30 thousand. 
These were generated over the individual quarters as follows:

2012 2011

in thousand

Q1 2 –

Q2 4 –

Q3 5 –

Q4 18 –

6 OTHER OPERATING INCOME

This item mainly comprises amounts charged to the contractual partners for technical set-up costs 
under the terms of existing cooperation agreements (EUR 95 thousand).

7 PERSONNEL EXPENSES

In comparison to the same period last year, Lotto24 AG took on further directly employed staff in 
the fiscal year 2012. The two Executive Board members (prior year: 1 Managing Director) have been 
employed by Lotto24 since 1 July 2012. They were previously employed by Tipp24 SE and included 
in its payroll accounting until 30 June 2012. Further details are provided in Note 26.3. 

2012 2011

in EUR thousand

Salaries -1,563 -47

Social security contributions -152 -9

Total -1,715 -56

As of the third quarter, personnel expenses also include share-based remuneration with cash settle-
ment (Phantom Shares, EUR 199 thousand) for the Executive Board members. Details are provided 
in Note 20.
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8 OTHER OPERATING EXPENSES 

2012 2011

in EUR thousand

Marketing expenses -266 –

Direct operating expenses -65 -7

Indirect operating expenses -2,141 -235

Other expenses -275 -10

Total -2,747 -252

As of 31 December 2012, other operating expenses increased year on year by EUR 2,495 thousand, 
from EUR 252 thousand to EUR 2,747 thousand. The following factors influenced this development: 
in contrast to the previous year, marketing expenses were incurred in the disclosed amount. Indirect 
operating expenses rose from EUR 235 thousand to EUR 2,141 thousand. This increase mainly result-
ed from costs for the technical connections to the state lottery companies, the development of age 
verification systems, and legal advice costs due to the difficult regulatory environment. Moreover, 
»Other expenses« of EUR 275 thousand include Lotto24’s proportion of costs incurred and expensed 
for the spin-off from Tipp24 SE. The total spin-off costs attributable to Lotto24 amount to EUR 1,357 
thousand. These include total IPO costs of EUR 1,082 thousand, which were netted with capital re-
serves without effect on profit or loss (EUR 733 thousand) after consideration of the tax effect (EUR 
349 thousand).

9 FINANCIAL RESULT

2012 2011

in EUR thousand

Revenues from financial activities

Interest income 1 0

1 0

Expenses from financial activities

Interest expenses -14 -11

-14 11

Total -13 -11

Interest expenses result from the period before the IPO from the Company’s utilisation of loans.
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10 INCOME TAXES

Income taxes paid or payable as well as deferred taxes are recognised as income taxes. The Com-
pany did not generate a positive annual result in fiscal year 2012 and paid no income taxes. De- 
ferred tax assets on loss carryforwards were recognised in the expected amount of their future use. 
Moreover, deferred tax liabilities were formed, as on the one hand the IFRS method of recognising 
the self-created website as an intangible asset contrasts with the recognition/capitalisation prohibi-
tion of the tax balance sheet and on the other the goodwill carried according to IFRS is subjected  
to an impairment test and not written down in scheduled amounts.

The following explanations are therefore of a more general, explanatory nature. 

Income taxes comprise corporate income tax, trade tax and the solidarity surcharge. 

The corporate income tax rate amounts to 15% (in 2012 as in the previous year), while the solidarity 
surcharge remains 5.5% of corporate income tax. 

Trade tax on income is levied on the trading profit of an entity. Trading profit is calculated by taking 
the taxable income according to income and corporation tax law together with any additions or sub-
tractions according to German trade tax law. The effective trade tax on income rate depends on the 
municipality in which the entity maintains a permanent establishment for carrying on its operations. 
The effective trade tax on income rate for Hamburg in 2011 amounted to 16.45%. The same percent-
ages are used to calculate deferred taxes. 

Deferred taxes under IAS 12 are calculated at the anticipated average tax rate at the time the differ-
ences are reversed. For the calculation of deferred taxes, the total tax rate amounted to 32.28%  
(prior year: 32.28%). 

2012 2011

in EUR thousand

Actual tax expense 0 0 

Tax expense due to capital increase costs from IPO (directly offset in equity) -349 0

Tax income (+)/expense (-) from the recognition/reversal of
Deferred tax assets on loss carryforwards/temporary differences 1,787 86

Tax income (+)/expense (-) from the use/recognition of
Deferred tax liabilities due to temporary differences -198 -15

Deferred taxes 1,240 71

Actual and deferred income taxes 1,240 71

2012 2011

in EUR thousand

Tax reconciliation

Net profit before taxes -4,295 -319

Tax rate 32.28% 32.28%

Expected tax expense 1,386 103

Tax effects from operating expenses not fully deductible -16 –

Deferred taxes on loss carryforwards not capitalized due to change  
in shareholders -137 –

Others 7 -32

Actual and deferred income taxes 1,240 71
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Deferred tax assets and liabilities developed as follows: 

01.01.2012 Income (+)/ 
expense (-)

31.12.2012

in EUR thousand

Deferred tax assets

Deferred tax assets due to temporary differences – 1 1

Deferred tax assets due to tax loss carryforwards 128 1,786 1,914

128 1,787 1,915

Netting with deferred tax liabilities -218

Total 1,697

01.01.2012 Income (+)/ 
expense (-)

31.12.2012

in EUR thousand

Deferred tax liabilities

Deferred tax liabilities due to temporary differences 21 -198 218

21 -198 218

Netting with deferred tax assets -218

Total 0

01.01.2011 Income (+)/ 
expense (-)

31.12.2011

in EUR thousand

Deferred tax assets

Deferred tax assets due to temporary differences – – –

Deferred tax assets due to tax loss carryforwards 42 86 128

42 86 128

Netting with deferred tax liabilities -21

Total 107

01.01.2011 Income (+)/ 
expense (-)

31.12.2011

in EUR thousand

Deferred tax liabilities 

Deferred tax liabilities due to temporary differences 6 -15 21

6 -15 21

Netting with deferred tax assets -21

Total 0



58 LOTTO24 AG ANNUAL REPORT 2012

11  CASH AND OTHER FINANCIAL ASSETS

31.12.2012 31.12.2011

in EUR thousand

Cash – –

Bank balances 1,086 63

Cash on hand 0 –

Total 1,086 63

Cash and cash equivalents mainly correspond to the current account balances held with two banks. 

31.12.2012 31.12.2011

in EUR thousand

Other financial assets

Available-for-sale financial investments 9,159 –

Held-to-maturity financial investments 918 –

Total 10,076 –

Available-for-sale financial investments mainly comprise shares in pension and money market funds 
with a wide investment spread (EUR 9,159 thousand), which are managed via two banks. A positive 
equity change of EUR!3 thousand (prior year: EUR!0 thousand) was recognised for these invest-
ments. 

As of the reporting date, there were held-to-maturity financial investments of EUR 918 thousand 
(prior year: EUR 0 thousand). 

31.12.2012 31.12.2011

in EUR thousand

Reconciliation to available funds

Cash 1,086 63

Other financial assets 10,076 –

Available funds 11,162 63
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12  TRADE RECEIVABLES

31.12.2012 31.12.2011

in EUR thousand

Receivables from customers 9 –

Receivables from amounts passed on 21 –

Total 30 –

Trade receivables mainly comprise reimbursement claims and open billing amounts due from  
customers, which are all due in less than one year.

13 OTHER RECEIVABLES AND PREPAID EXPENSES

31.12.2012 31.12.2011

in EUR thousand

Tax receivables (VAT) 111 –

Receivables from gaming operations 144 –

Prepaid expenses 28 5

Deposits 281 –

Others 3 –

Receivables from shareholders – 79

Total 566 84

All other receivables and prepaid expenses are due in less than one year. As of the balance sheet 
date, there were no indications of impairment which would have entailed the recognition of an 
impairment loss.

The change in disclosure for receivables due from shareholders results from the completed spin-off 
from the Tipp24 Group and still included receivables from the VAT fiscal unit in the previous year.
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14 GOODWILL

The development of goodwill is presented in the table below: 

2012 2011

in EUR thousand

Acquisition costs as of 1 January – –

Additions (purchased from third parties) 18,850 –

Additions (self-provided) – –

Disposals – –

Acquisition costs as of 31 December 18,850 –

Accumulated acquisition costs as of 1 January – –

Depreciation of the period – –

Disposals – –

Accumulated acquisition costs as of 31 December – –

Net book value as of 31 December 18,850 –

Goodwill consists of the business opportunity for the resumption of online lottery brokerage in  
Germany contributed to the Company in the form of a contribution in kind. This contribution in  
kind was made in the course of the Company’s spin-off from the Tipp24 Group. 

The resulting goodwill (by derivation) has no estimable life expectancy and is not amortised in 
scheduled amounts (impairment-only approach). Instead of amortisation, the asset is subjected  
to an impairment test acc. to IAS 36 at least once per year.

The impairment test begins with a comparison of market capitalisation and the carrying value of  
equity. As of 31 December 2012, market capitalisation was above the carrying value of equity. More-
over, goodwill is examined at least once per year at the end of the reporting period with regard to 
its future economic benefit. As the Company has no segments requiring reporting, goodwill is al-
located to the legal entity Lotto24 as the cash-generating unit (CGU). The test compares the carrying 
value with the recoverable amount. The recoverable amount is the higher of net realisable value and 
value in use. We calculate value in use on the basis of discounted future cash flow projections from 
internal budgets for several years as approved by management.

For the discounting of cash flows in the detailed planning period, a weighted average cost of capital 
of 19.0% was applied under the aspect of pure venture capital financing. This discount rate is at the 
upper end of the return requirements of investors. The return requirements were surveyed in con-
nection with the Company’s spin-off and successful IPO. 

The sensitive planning assumptions are the generally expected growth in the lottery market as a 
result of liberalisation (Internet brokerage, advertising) of the gaming market. This is linked with the 
development of billings, revenues, personnel expenses, and direct and indirect operating expens-
es. Budget calculations are based on a detailed planning period of five years, as the Company’s 
standard planning period, and a subsequent reconciled perpetual annuity. The calculation of the 
perpetual annuity is based on a sustainable, average growth rate of 3% and a capital asset pricing 
model (CAPM) 11.6%. For discounting purposes, we consider the growth rate as the discount on  
the capital asset pricing model.
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In the past fiscal year, the impairment test for goodwill did not reveal any cause for impairment nor 
lead to any non-scheduled writedowns (prior year: EUR 0 thousand). A sensitivity test of the plan-
ning assumptions revealed that ceteris paribus the EBIT margin may decline by up to -4%-points  
or the growth rate by up to -2%-points without the need for writedowns.

15 INTANGIBLE ASSETS

The development of intangible assets is presented in the table below: 

2012 2011

in EUR thousand

Acquisition costs as of 1 January 64 18

Additions (purchased from third parties) 35 –

Additions (self-provided) – 46

Disposals – –

Acquisition costs as of 31 December 99 64

Accumulated acquisition costs as of 1 January – –

Depreciation of the period -25 –

Disposals – –

Accumulated acquisition costs as of 31 December -25 64

Net book value as of 31 December 74 64

The useful life of intangible assets is generally between one and five years. The intangible assets 
listed above have useful lives of three years on commencement of use. There are no restrictions on 
rights of disposal for the above mentioned intangible assets. Moreover, no assets were pledged as 
collateral for liabilities. The additions mainly consist of acquired domain rights as well as the domain 
www.lotto24.de which was contributed to enable the resumption of online lottery brokerage.
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16 PROPERTY, PLANT AND EQUIPMENT

With regard to the development of property, plant and equipment, we refer to the following table. 
The item comprises furniture, fixtures and office equipment.   

2012 2011

in EUR thousand

Acquisition costs as of 1 January 5 –

Additions (purchased from third parties) 14 5

Additions (self-provided) – –

Disposals – –

Acquisition costs as of 31 December 19 5

Accumulated acquisition costs as of 1 January 0 –

Depreciation of the period -3 -0

Disposals – –

Accumulated acquisition costs as of 31 December -4 -0

Net book value as of 31 December 15 4

There are currently no assets from financial leases.

17 CURRENT LIABILITIES

17.1 TRADE PAYABLES

31.12.2012 31.12.2011

in EUR thousand

Trade payables 738 148

Total 738 148

Trade payables mainly consist of payment obligations still due on the balance sheet date for legal 
and technical consultancy services already received. All trade payables are due within one year.
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17.2 OTHER LIABILITIES

31.12.2012 31.12.2011

in EUR thousand

Liabilities from gaming operations 205 –

Amounts due in connection with payroll processing 35 3

Holiday obligations 42 1

Other 10 –

Total 292 5

Other liabilities mainly comprise liabilities from gaming operations (EUR 205 thousand). 

Holiday obligations include open obligation amounts for holiday entitlements not yet taken. In add-
ition, the item includes amounts due in connection with payroll processing (EUR 35 thousand).

18 SHORT-TERM PROVISIONS

31.12.2012 31.12.2011

in EUR thousand

Bonus 353 7

Litigation costs 57 0

Other 3 -

Total 413 7

Bonus provisions are formed pro rata temporis in 2012. All provisions are expected to be used 
within one year.

19 FINANCING LOAN

31.12.2012 31.12.2011

in EUR thousand

Loans from Tipp24 SE (still shareholder on comparative balance sheet date) 0 511

Financing loan 0 511

The financing loan was completely repaid to Tipp24 SE in the third quarter of 2012. The item’s name 
was changed due to the spin-off of Lotto24 AG from the Tipp24 Group with the consequence that 
Tipp24 SE is no longer a shareholder.
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20 LONG-TERM PROVISIONS

31.12.2012 31.12.2011

in EUR thousand

Share-based remuneration 199 –

Total 199 –

The members of the Executive Board have been granted a share-based remuneration programme 
(phantom shares with cash compensation). The imputed number of shares is issued in annual tran-
ches in the middle of the calendar year and vested over the 12 following months pro rata temporis. 
The calculation is made by dividing a nominal remuneration claim in euro (initial value EUR 330 
thousand) by the average Lotto24 share price (Xetra or a functionally comparable successor system) 
for the past 90 trading days. Claims to receive payment accrue after a vesting period of four years. 
The Company’s share-based remuneration obligations are measured at fair value discounted for 
their remaining term using the rolling average Lotto24 share price (Xetra) for the past 90 trading 
days and are limited in the value growth to three times the initial value. 

21 EQUITY

Subscribed capital equals the Company’s capital stock and is fully paid.  

31.12.2012 31.12.2011

in EUR thousand

Subscribed capital 13,974 25

Capital reserves 20,203 –

Other reserves 3 –

Retained earnings -3,429 -374

Total 30,751 -349

The changes in equity predominantly result from the following completed transactions: a) con-
tribution in kind of the business opportunity to resume online brokerage of state-run lotteries in 
Germany, and b) a capital increase for cash contribution as part of the IPO. On 25 May 2012, the 
extraordinary shareholders meeting resolved (amended with resolutions of 5 and 6 June 2012) 
to raise the Company’s capital stock by up to EUR 5,988,816, from EUR 7,985,088 up to EUR 
13,973,904, by issuing up to 5,988,816 new, no-par value, registered shares with a pro rata share 
of capital stock of EUR 1.00 per no-par value share, and with full dividend entitlement for fiscal 
year 2012, against cash contribution and on transfer of subscription rights to the shareholders of 
Tipp24 SE. The subscription price amounted to EUR 2.50 per offered share. The capital increase 
was conducted in full. Please refer to the statement of changes in equity for the disclosure of further 
figures. Retained earnings include the profit/loss carried forward, as well as the loss of the fiscal 
year as of the balance sheet dates. Other reserves comprise revaluation changes in the fair value 
(gains/losses) of available-for-sale financial assets. The change (withdrawal/addition) recognised in 
other reserves corresponds to the other result in the statement of comprehensive income (EUR 3 
thousand, prior year: EUR 0 thousand). Earnings per share (undiluted, diluted) amount to EUR -0.36 
in the reporting period. The weighted number of outstanding ordinary shares (undiluted, diluted) 
amounts to 8,518,149. No prior-year figures are stated are the Company still had the legal status of 
a private limited company (GmbH) until 2012.
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21.1 AUTHORISED CAPITAL
According to Sec. 4 (2) of the Articles, the Executive Board is authorised, subject to the approval of 
the Supervisory Board, to increase share capital in the period up to 31 March 2017 by up to a total 
of EUR 3,542,544 by issuing on one or more occasions in whole or in partial amounts new no-par 
value shares in return for cash or contributions in kind (Authorised Capital 2012/I). Shareholders 
shall be granted subscription rights. The new shares can also be accepted by one or several credit 
institutes with the obligation to offer them to shareholders (indirect subscription right). However, 
the Executive Board is authorised, subject to the approval of the Supervisory Board, to exclude the 
rights of shareholders to subscribe in the following cases:

 – to eliminate fractional amounts from subscription rights;

 – for capital increases in exchange for contributions in kind in order to grant shares for the pur-
pose (also indirect) of acquiring companies, parts of companies, or equity investments in com-
panies, for the acquisition of other assets (including receivables of third parties due from the 
Company or its affiliated companies), as well as for the purpose of issuing shares to employees 
of the Company and its affiliated companies within the framework of legal regulations;

 – to grant subscription rights to holders of options, convertible bonds or convertible profit partici-
pation rights that are to be issued;

 – for capital increases in exchange for cash contributions, if the issue price of the new shares is not 
significantly lower than the market price of shares carrying the same rights at the time the issue 
price is fixed. The shares issued under exclusion of shareholders’ subscription rights, pursuant to 
Sections 203 (1), 186 (3) Sentence 4 AktG, due to this authorisation shall not exceed 10% in total 
of the Company’s share capital at the time the authorisation becomes effective or – if this value is 
lower – at the time this authorisation is exercised. The limit of 10% of the Company’s share capital 
is reduced by such proportion of the Company’s share capital that is represented by any treasury 
shares held by the Company which are sold during the term of Authorised Capital 2012/I under 
exclusion of shareholders’ subscription rights pursuant to Sections 71 (1) No. 8 Sentence 5, 186 
(3) Sentence 4 AktG. The limit is also reduced by such proportion of the Company’s share capital 
that is represented by those shares to be issued in order to service convertible bonds or bonds 
with warrants, with option or conversion rights or option or conversion obligations, providing the 
bonds are issued during the term of Authorised Capital 2012/I under exclusion of subscription 
rights in corresponding application of Section 186 (3) Sentence 4 AktG.

The Executive Board is authorised, with the consent of the Supervisory Board, to determine the 
further details of the implementation of the capital increase and in particular the details of the rights 
conveyed by the shares and the terms and conditions of the share issue. The Supervisory Board is 
authorised to amend the text of the Company’s Articles after the capital increase from Authorised 
Capital has been fully or partially implemented or on expiry of the authorisation’s term in accord-
ance with the scope of the capital increase from Authorised Capital.

21.2 CONDITIONAL CAPITAL
The Company has no Conditional Capital.
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21.3 CAPITAL RESERVES
Capital reserves amount to EUR 20,203 thousand (prior year: EUR 0 thousand). They include the 
capital reserve of Lotto24 AG recognised according to HGB of EUR 20,961 thousand (prior year: 
EUR 0 thousand), issuance transaction costs from equity measures conducted of EUR 733 thousand 
(prior year: EUR 0 thousand), and costs for the capital increase for contribution in kind of EUR 25 
thousand (prior year: EUR 0 thousand), which are carried in the IFRS separate financial statements  
as a deduction from equity.

The capital reserve recognised according to HGB of EUR 20,961 thousand (prior year: EUR 0 thou-
sand) contains restricted reserves of EUR 8,983 thousand (prior year: EUR 0 thousand). As of 31 De-
cember 2012, Lotto24 AG disclosed free reserves according to HGB of EUR 11,977 thousand (prior 
year: EUR 0 thousand), for which there is a block on profit distribution due to the capitalisation of 
deferred taxes in the annual financial statements of Lotto24 AG amounting to EUR 2,305 thousand 
(prior year: EUR 108 thousand) and from the capitalisation of self-created intangible assets of EUR 
44 thousand (prior year: EUR 64 thousand).

22 OTHER FINANCIAL OBLIGATIONS

There are other significant financial obligations arising from other contracts, including consultancy 
agreements, cooperation agreements, insurance contracts, license agreements and rental agree-
ments in the following amounts: 

2013 2014 2015 2016 2017  
and later

Total

in EUR thousand

Other contracts 2,561 1,316 167 158 53 4,255

23 RELATED PARTIES

Related parties of Lotto24 AG comprise on the one hand the members of the Executive Board and 
Supervisory Board, including close relatives, and on the other hand those companies on which the 
Company’s Executive Board and Supervisory Board members, and their close relatives, can exert a 
significant influence or in which they hold significant voting rights. Moreover, related parties include 
those companies with which the Company forms a group or in which it holds investments which en-
able it to exert a significant influence on the latter’s business policy, as well as the Company’s main 
shareholders including their affiliated companies (IAS 24).

In the reporting period, there were no business relationships between Lotto24 AG (or Tipp24 
Deutschland GmbH prior to its change in legal form) and members of its executive bodies (Exec- 
utive Board or management), the members of the Supervisory Board and the major shareholder Mr 
Oliver Jaster (attributable acc. to Sec. 22 (1) sentence 1 no. 1, (3) WpHG Othello Drei Beteiligungs-
Management GmbH, Hamburg, Othello Drei Beteiligungs GmbH & Co. KG, Hamburg, Günther Hold-
ing GmbH, Hamburg, Günther GmbH, Bamberg), which required reporting. 
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Until its separation (spin-off) from Tipp24 SE, the parent company of Lotto24 AG was Tipp24 SE, 
with registered offices in Hamburg, Germany. The separation was completed on 26 June 2012 by 
the distribution of all shares held by Tipp24 SE in Lotto24 AG in the form of a dividend in kind to  
the shareholders of Tipp24 SE. 

Since its foundation, Lotto24 AG has maintained and maintains various business relations with 
Tipp24 SE, a related party, which were all conducted on an arm’s length principle as follows:

a) For the implementation of the spin-off and the commencement of business activities, Lotto24 
AG required the provision of necessary assets »Contribution of business opportunity«/  
Contribution Agreement (30 April 2012): the contributed assets included in particular;

a1) extensive software usage rights for the operation of the brokerage platform in the form of a 
master agreement with Tipp24 Operating Services Limited;

a2) unrestricted rights to the »Lotto24« word/image trademark and the »lotto24.de« domain; 

a3) demand for repayment of loans and liquidity advances in addition to accrued interest as of 
31 March 2012 amounting to EUR 1,068 thousand (31 December 2011: EUR 511 thousand). 
The aforementioned receivables were assigned and contributed to Lotto24 AG in the stated 
amounts;

b) In addition, a service agreement with Tipp24 SE regarding customer targeting and age verifica-
tion (21 May 2012);

c) A restraint-of-use agreement in which Tipp24 SE undertakes to refrain from using, for example, 
the tipp24.de domain to commence the brokerage of state-licensed lottery products in the 
Federal Republic of Germany until 31 December 2014 (25 May 2012);

d) A conflict avoidance agreement with Tipp24 SE in which the contracting parties undertake to 
avoid any disputes arising, without excluding or restricting possible competition, or to strive for 
an amicable agreement by means of an orderly de-escalation and negotiation process (25 May 
2012);

e) An internal agreement between the two companies regarding the prorated exemption of 
Lotto24 AG from liability and costs involved with the initial public offering;

f) There are no longer any short-term receivables due from Tipp24 SE resulting from the VAT  
fiscal unit (31 December 2011: EUR 79 thousand).
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24 DISCLOSURES RELATING TO FINANCIAL INSTRUMENTS 

As of 31 December 2012, Lotto24 held liquid funds of EUR 1,086 thousand (31 December 2011: 
EUR 63 thousand). Lotto24 holds financial instruments amounting to EUR 9,159 thousand (31 De-
cember 2011: EUR 0 thousand) which are measured at fair value.

As of the balance sheet date, the Company did not hold any financial liabilities measured at fair 
value.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm’s length transaction. The following methods and assump-
tions are used to measure fair value:

Cash and short-term financial assets  
The amortised cost of cash and short-term financial assets more or less corresponds to fair value. 
The fair value of publicly traded financial instruments is based on the price quotations available for 
these or similar instruments. For non-publicly traded financial instruments, fair value is measured on 
the basis of a reasonable estimate of future net cash flows.

Non-current financial assets
The fair value of non-current financial assets is based on the issue price available for like or similar 
securities. The fair value can differ considerably from the acquisition cost carried in the balance 
sheet.

Current liabilities
The fair value of current liabilities is based on the issue price available for like or similar debt instru-
ments. The fair value of current liabilities more or less equals the amount repayable.

The following table shows the importance of net gains from financial instruments:

2012 2011 2012 2011

in EUR thousand

Recognised directly  
in equity

Recognised in profit  
or loss

Financial asset

Cash 0 0 1 0

Short-term financial investment 0 0 0 0

 Available-for-sale financial investments 3 0 0 0

 Held-to-maturity financial investments 0 0 -2 0

Financial liabilities

Financial loans – – -13 -11

Financial result 3 0 -13 -11

The financial instruments included in the following balance sheet items can be allocated to the  
following categories: 
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FINANCIAL INSTRUMENTS 2012 

Amortised 
cost

Fair value Non-financial 
assets/liabilities

Total Book value 
31.12.2012

Fair value 
31.12.2012

in EUR thousand

ASSETS

Cash and short-term  
investments

Receivables 1,086 – – 1,086 1,086

Other financial assets

Available-for-sale  financial  
investments – 9,159 – 9,159 0

Held-to-maturity  
financial investments 918

– –
918

10,076 10,076 10,076 

Trade receivables

Receivables 30 – – 30 30

Other receivables and  
prepaid expenses

Receivables 146 – 420 566

566 566 566

Total 11,758 11,758

 of which loans and receivables 1,262 1,116

 of which available-for-sale  
 financial investments 9,159 9,159

 of which held-to-maturity   
 financial investments 918 918

LIABILITIES

Short-term financial liabilities

Trade payables

Financial liabilities 738 – – 738 738

Other liabilities

Other liabilities 215 – 77 292

Short-term provisions

Non-financial liabilities – – 413 413

705 705 705

Long-term provisions

Non-financial liabilities – – 199 199 199

Total 1,642 1,642 

 of which financial liabilities  
 measured at amortised cost 953 953
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FINANCIAL INSTRUMENTS 2011

Amortised 
cost

Fair value Non-financial 
assets/liabilities

Total Book value 
31.12.2011

Fair value 
31.12.2011

in EUR thousand

ASSETS

Cash and cash equivalents

Receivables 63 – – 63 63

Other receivables and  
prepaid expenses

Receivables 79 – – 79

Prepaid expenses – – 5 5

84 84 84

Total 147 147

 of which loans and receivables 142 142

LIABILITIES

Trade payables

Financial liabilities 148 – – 148 148

Other liabilities

Other liabilities 5 5 5 5

Short-term provisions

Non-financial liabilities 511 511 511 511

Long-term provisions

Non-financial liabilities 7 7 7 7

Total 671 671

 of which financial liabilities  
 measured at amortised cost 659 659

Lotto24 uses the following hierarchy to determine and disclose the fair value of financial instruments 
for each measurement method:

Level 1: listed (unadjusted) prices on active markets for similar assets or liabilities

Level 2: methods in which all input parameters, which have a significant effect on the carried fair 
value can be observed, either directly or indirectly 

Level 3: methods which use input parameters which have a significant effect on the carried fair value 
and are not based on observable market data
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24.1 CREDIT RISK
The scope of the credit risk of Lotto24 AG equals the sum of cash, short-term financial investments 
and other receivables.

In view of the ongoing adverse climate on the European and global financial markets, there may be 
a default risk both in respect of the cash and short-term financial assets themselves, as well as the 
accruing interest.

Due to the increased total amount of cash and short-term financial assets held by Lotto24 AG, 
and the resulting absolute and relative importance, extensive management processes have been 
established to steer and regularly monitor the Company’s investment strategy. Cash and short-term 
financial assets are invested in short-term securities offering as much liquidity and as little volatility 
as possible, while ensuring risk diversification. Following regular monitoring, there were no specific 
default risks in the portfolio as of the balance sheet date.

24.2 LIQUIDITY RISK
Due to the sufficiency of its liquid assets, Lotto24 is not exposed to any significant liquidity risk. Even 
in the case of significant restrictions of business against the backdrop of regulatory developments, 
Lotto24 has sufficient liquidity to service the Company’s liabilities at any time. Financial liabilities are 
mainly due immediately and do not accrue interest.

24.3 INTEREST RATE RISK
Lotto24 holds its financial funds as term funds/pension and money market funds or sight deposits 
with two banks. The financial fund assets currently held do not bear any currency risk. As the cash 
balances are held in liquid form or placed in short-term investments, however, there is a basic but 
insignificant interest rate risk. Irrespective of this, in view of the current adverse climate on the finan-
cial markets there is a default risk for the agreed interest as well as invested amounts including the 
bank deposits. 

Variable  
interest rates

Fixed  
interest rates

Total 

in EUR thousand

31 December 2012

Cash and pledged cash 1,086 – 1,086

Short-term financial assets

Available-for-sale financial investments 9,159 – 9,159

Held-to-maturity financial investments – 918 918

Total 10,245 918 11,162
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Variable  
interest rates

Fixed  
interest rates

Total 

in EUR thousand

31 December 2011

Cash and pledged cash 63 – 63

Short-term financial assets

Available-for-sale financial investments – – –

Held-to-maturity financial investments – – –

Total 63 – 63

Lotto24 has invested the majority of its financial funds in a combination of short-term pension and 
money market funds, short-term bonds and fixed-term deposits. For these funds, there is a general 
risk from changing interest rates. A sensitivity analysis was conducted for the portfolio of cash and 
short-term financial assets held on 31 December 2012 with a simulated interest rate increase of 
50 base points. Assuming no changes are made to the portfolio in response to the interest rate in-
crease, and under consideration of the duration of those investments currently in the portfolio, there 
would be an average calculated reduction of this interest income of EUR 36 thousand, or a market 
price fall of 1.86%.

24.4 CURRENCY RISK
The Company does not bear any currency risk.

24.5 PRINCIPLES AND OBJECTIVES OF CAPITAL MANAGEMENT 
Lotto24 operates an independent capital management system. All decisions concerning the  
financial structure are taken by the Executive Board of Lotto24 AG. The principles and objectives  
of financial management in the Company’s ongoing start-up phase are as follows:  

 – Ensuring the Company’s ability to pay and maintain capital at all times is of central importance 
and thus the investment strategy is not geared to further return expectations

 –  The financial/liquid funds which oppose current liabilities are kept as sight deposits or short-
term liquidity pension and money market funds. 

Lotto24’s investment strategy is aimed at spreading and minimizing risk by means of multi-dimen-
sional diversification. Funds are divided into differing investment products, such as sight and term 
deposits or fungible short-term (Euro) bonds of various financial institutes and issuers with good 
credit ratings. 
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25 EVENTS AFTER THE BALANCE SHEET DATE

25.1 REGULATORY ENVIRONMENT
At the beginning of 2013, we extended the technical interfaces to the state lottery companies: as  
of 2 January 2013, tickets can be submitted in Saxony-Anhalt and as of 15 January 2013 in Bremen. 

According to information of the lottery companies, Deutsche Lotto- und Totoblock is planning to 
introduce price and product changes as of May 2013. It is planned that one field of the lottery ticket 
»6aus49« will cost one euro instead of the current 75 cents. At the same time, a ninth prize division 
is to be introduced in which there is a guaranteed prize of five euros for two correct numbers plus 
the »super number«. The current »additional number« is also to be replaced by the »super number«. 
The changes have been applied for but not yet approved by the gaming supervision authorities of 
all 16 states. We expect the changes to have a positive impact on business.

On 24 January 2013, the parliament of Schleswig-Holstein voted to accede to the GlüÄndStV and 
passed a corresponding execution law. The new legislation came into force in February. At the  
same time, however, the old gaming law still applies for the 46 holders of licences in Schleswig-
Holstein. On the same day, the BGH decided to submit questions regarding the permissibility of  
the GlüÄndStV’s Internet ban and the coherence of various laws in Germany to the ECJ.

On 1 February 2013, the final draft of the advertising guideline came into force after publication in 
the legal gazettes of the federal states. The guideline regulates advertising and customer acquisi-
tion measures in general, and specifically in the case of Internet and TV media. The binding require-
ments regarding the issue of permits for advertising games of chance via the Internet and TV – as 
intended by the GlüÄndStV – are thus effective. Offline media, such as radio and print advertising, 
are still largely unaffected by the restrictive regulations. 

As of 5 March 2013, Lotto24.de also offers its state-run lottery products via a Web portal optimised 
for mobile end-user devices. As a result, smartphone users can play »Lotto 6 aus 49«, »Glücksspi-
rale« or the new »EuroJackpot« lottery while on the road, without having to miss out on Lotto24’s 
services. Smartphone users simply go to the www.lotto24.de website, where they will be automati-
cally redirected to the mobile service. Tickets can be submitted using either the »Quicktipp« func-
tion or by entering the user’s own lucky numbers. Repeat and combined tickets can also be submit-
ted. Customers and anyone else interested can also find out the latest winning numbers and odds.

On 13 March 2013, Lotto24 AG was one of the first private German companies to receive a permit 
for advertising on TV and via the Internet for the online marketing of state-run lotteries. With im-
mediate effect, Lotto24 can advertise in these media throughout Germany. The permit is initially 
valid for two years.  Both the permit and the advertising guideline of the GlüÄndStV which came in 
force on 1 February 2013 contain restrictions, such as for discounts and social media advertising. 
However, Lotto24 believes that these restrictions will not significantly limit its business activities  
and will apply equally to its direct competitors. 
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25.2 OTHER EVENTS 
After the reporting date, a cancellation agreement was signed between Lotto24 AG and Tipp24  
SE. It terminates a service agreement between Lotto24 AG and Tipp24 SE signed on 21 May 2012 
regarding customer contacting and age verification. The customer contact was intended to inform 
former customers of Tipp24 SE about the resumption of German online lottery brokerage by  
Lotto24. The agreement was made as part of the spin-off of our company from Tipp24 SE. In view  
of the limited impact of this measure and the stricter regulatory conditions once the advertising 
guideline came into force, there was a mutual agreement to terminate any further activities. The 
value of the remaining measures will be reimbursed by Tipp24 SE and will raise earnings in 2013  
by EUR 450 thousand.

26 OTHER DISCLOSURES

26.1 EXECUTIVE BOARD 
Petra von Strombeck has been Chairman of the Executive Board of Lotto24 AG since 10 May 2012. 
Her responsibilities include the divisions Corporate Strategy and Development, Marketing, Sales, 
B2C and ASP business fields, Investor Relations, Human Resources and Organisation, IT Strategy, 
Systems, Processes and Operation. As of 2 May 2012, Magnus von Zitzewitz has been responsible 
for the divisions Legal Affairs and Regulation, Finance, Accounts, Taxes, Controlling, Compliance, 
Risk Management, and Communication (Public Relations, Public Affairs). The members of the Execu-
tive Board worked on a full-time basis. The remuneration of the Executive Board in fiscal year 2012 
consisted of the following elements: 

Fixed  
remuneration

Variable  
remuneration

2012

in EUR thousand

Petra von Strombeck 150 150 300

Magnus von Zitzewitz 100 65 165

Total 250 215 465

In addition to this table, we refer to the explanations in Note 20 and the following disclosures 
regarding remuneration elements with a long-term incentive. Their development depends on the 
performance of the Lotto24 share:   

Number of  
virtual shares

(thousand units)

Fair value on 
grant date

(EUR thousand)

Provision for 
share-based 

payment 
31 Dec. 2012

(EUR thousand)

Petra von Strombeck 40 100 120

Magnus von Zitzewitz 26 65 78

Total 66 165 199

There was no Executive Board remuneration in fiscal year 2011. Until its change in legal form in May 
2012, Lotto24 traded as Tipp24 Deutschland GmbH. The former sole Managing Director, Magnus 
von Zitzewitz, received no remuneration from the Company in 2011 for his activities.
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26.2 SUPERVISORY BOARD 
The following persons held seats on the Supervisory Board in fiscal year 2012:

– Prof Willi Berchtold, Managing Partner of CUATROB GmbH, since 2 May 2012 (Chairman of  
the Supervisory Board)

– Jens Schumann, Managing Director of Alecto GmbH, since 2 May 2012 (Deputy Chairman)

– Thorsten Hehl, Investment Manager, Günther Holding GmbH, Hamburg, since 2 May 2012 
(regular member)

Prof Berchtold is a member of the following other domestic supervisory boards which must be 
formed pursuant to statutory law, or other comparable domestic and foreign controlling commit-
tees:

– Bundesdruckerei GmbH, Berlin (Chairman of the Supervisory Board)

– Lufthansa Systems Aktiengesellschaft, Kelsterbach (Member of the Supervisory Board)

– Software Aktiengesellschaft, Darmstadt (Member of the Supervisory Board)

– Tipp24 SE, Hamburg (Member of the Supervisory Board)

Mr Schumann is a member of the following other domestic supervisory boards which must be 
formed pursuant to statutory law, or other comparable domestic and foreign controlling commit-
tees:

– Tipp24 SE, Hamburg (Member of the Supervisory Board)

The fixed remuneration of the Supervisory Board was as follows:

2012

in EUR thousand

Prof. Willi Berchtold 42

Jens Schumann 25

Thorsten Hehl 17

Total 83

There was no remuneration in 2011, as there was no comparable controlling body.

26.3 EMPLOYEES
As of 31 December 2012, the Company employed 20 people (full-time equivalents, year-end; prior 
year: 2) with an average of the quarterly reporting dates in fiscal year 2012 of 13 employees (prior 
year: 1).
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26.4 DISCLOSURES ACC. TO SEC. 160 (1) NO. 8 AKTG
The Company has received notification of shareholdings acc. to Sec. 20 (1) or (4) AktG and acc. to 
Sec. 21 (1) or (1)a WpHG from the following shareholders: 

Shareholder Shareholding  
in% acc. to  
notification

Shareholding 
in% prior to 
notification

Notification 
on

Change  
on

Jens Schumann 5.07 02.07.2012 02.07.2012

Ethenea Independent Investors S. A. 3.89 02.07.2012 02.07.2012

Ethenea Independent Investors S. A. 9.18 3.89 04.07.2012 04.07.2012

Oliver Jaster 33.29 04.07.2012 02.07.2012

attributable acc. to Sec. 22 (1) sentence 1 no. 1, (3) 
WpHG Othello Drei Beteiligungs-Management GmbH, 
Othello Drei Beteiligungs GmbH & Co. KG, Günther 
Holding GmbH, Günther GmbH 33.29 04.07.2012 02.07.2012

Allianz Global Investors Kapitalgesellschaft mbh 3.41 05.07.2012 02.07.2012

attributable acc. to Sec. 22 (1) sentence 1 no. 6 0.10

Allianz Global Investors Kapitalanlagegesellschaft mbH 2.67 3.41 16.07.2012 13.07.2012

attributable acc. to Sec. 22 (1) sentence 1 no. 6 WpHG 0.03 16.07.2012 13.07.2012

Credit Suisse Fund Management S. A. 3.76  06.07.2012 02.07.2012

attributable acc. to Sec. 22 (1) sentence 1 no. 6 0.94 06.07.2012 02.07.2012

Credit Suisse Fund Management S. A. 2.83 3.76 17.07.2012 09.07.2012

Credit Suisse Fund Management S. A., Luxembourg 3.02 2.83 03.08.2012 27.07.2012

attributable acc. to Sec. 22 (1) sentence 1 no. 6 WpHG 0.18 03.08.2012 27.07.2012

Credit Suisse Fund Management S.A. 2.77 3.02 13.08.2012 03.08.2012

attributable acc. to Sec. 22 (1) sentence 1 no. 6 WpHG 0.18  13.08.2012 03.08.2012

Mellinckrodt 1 Sicav, Munsbach 5.25  10.07.2012 04.07.2012

Mellinckrodt 1 Sicav, Munsbach 10.12 5.25 16.07.2012 13.07.2012

Mellinckrodt 1 Sicav, Munsbach 15.23 10.12 17.08.2012 14.08.2012

BNP Paribas Investment Partners Belgium S. A., Brussels 3.17  19.07.2012 02.07.2012

attributable acc. to Sec. 22 (1), sentence 1, no. 1 
WpHG (BNP Paribas Investment Partners S. A., Paris) 3.17  19.07.2012 02.07.2012

26.5 DECLARATION OF CONFORMITY WITH THE RECOMMENDATIONS  
OF THE »GERMAN CORPORATE GOVERNANCE CODE« 
In accordance with Sec. 161 AktG, the Supervisory Board and Executive Board have issued a 
Declaration of Conformity with the German Corporate Governance Code and made it permanently 
available to shareholders via the Company’s website (www.lotto24-ag.de).
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26.6 AUDITING COSTS

2012 2011

in EUR thousand

Auditing fees 84 –

Other consulting services 96 –

Tax consulting services 2 –

Other services 4 10

Total 186 10

Auditing fees also include the voluntary audits of the annual financial statements for 2010 and 2011 
(EUR 46 thousand). Other consulting services were charged for the submission of a comfort letter in 
connection with the IPO.

Hamburg, 14 March 2013

The Executive Board 

Petra von Strombeck Magnus von Zitzewitz 
Chairman of the Executive Board  Member of the Executive Board 
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AUDIT OPINION

We have audited the separate financial statements – comprising the income statement, statement  
of comprehensive income, balance sheet, cash flow statement, statement of changes in equity, and 
the notes to the financial statements – together with the accounts and management report of Lotto24 
AG, Hamburg, for the fiscal year from January 1 to December 31, 2012. The accounts and the prepa-
ration of the separate financial statements in accordance with IFRSs as adopted by the EU, as well as 
the additional requirements of German commercial law pursuant to § 325 (2a) HGB, are the respon-
sibility of the company’s management. Our responsibility is to express an opinion on the separate 
financial statements, together with the accounts and man-agement report, based on our audit.

We conducted our audit of the financial statements in accordance with § 317 HGB and German 
generally accepted standards for the audit of financial statements promulgated by the Institut der 
Wirtschaftsprüfer (IDW). Those standards require that we plan and perform the audit such that mis-
statements materially affecting the presentation of the net assets, financial position and results of 
operations in the separate financial statements in accordance with the applicable financial reporting 
framework and in the management report are detected with reasonable assurance. Knowledge of 
the business activities and the economic and legal environment of the company and ex-pectations 
as to possible misstatements are taken into account in the determination of audit procedures. The 
effectiveness of the accounting-related internal control system and the evidence supporting the 
disclosures in the separate financial statements, accounts and management report are examined 
primarily on a test basis within the framework of the audit. The audit includes assessing the account-
ing principles used and significant estimates made by management, as well as evaluating the over-
all presentation of the financial statements and the management report. We believe that our audit 
provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion, based on the findings of our audit, the financial statements comply with IFRSs as 
adopted by the EU, the additional requirements of German commercial law pursuant to § 325 (2a) 
HGB and give a true and fair view of the net assets, financial position and results of operations of 
the company in accordance with these requirements. The management report is consistent with the 
financial statements and as a whole provides a suitable view of the company’s position and suitably 
presents the opportunities and risks of future development.

Hamburg, 14 March 2013

Ernst & Young GmbH 
Wirtschaftsprüfungsgesellschaft

Klimmer  Hoyer 
Wirtschaftsprüfer  Wirtschaftsprüfer
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RESPONSIBILITY STATEMENT

»To the best of our knowledge, and in accordance with the applicable reporting principles, the 
separate financial statements give a true and fair view of the assets, liabilities, financial position and 
profit or loss of the Company, and the management report includes a fair review of the development 
and performance of the business and the position of the Company, together with a description of the 
principal opportunities and risks associated with the expected development of the Company in the 
remaining fiscal year.«

Hamburg, 14 March 2013

The Executive Board

Petra von Strombeck Magnus von Zitzewitz 
Chairman of the Executive Board  Member of the Executive Board 
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REPORT OF THE SUPERVISORY BOARD 

ADVISING AND MONITORING MANAGEMENT 
In the reporting period, the Supervisory Board of Lotto24 AG regularly monitored and advised the 
Executive Board in accordance with statutory obligations. The Supervisory Board was directly involv-
ed in all decisions of the Executive Board which were of significance for the Company. The Executive 
Board regularly informed the Supervisory Board fully and promptly, in oral and written reports, about 
all material issues of business planning and strategic development, about the course of events, the 
Company’s current situation, including possible risks and the risk management system. 

Above all, the Executive Board explained the development of the regulatory environment and the 
resulting effects on the course of business. The Executive Board provided all Supervisory Board mem- 
bers with comprehensive reports about the prevailing conditions, the financial development, the 
Company’s current situation and its business policy. Based on these reports of Lotto24 AG, the Super-
visory Board was able to discuss in detail, monitor and advise on all important business activities.

A total of five conference calls and four face-to-face meetings were held in fiscal year 2012, which 
were each attended by all members. Further resolutions concerning current topics were adopted by 
circular written consent. 

Apart from the Supervisory Board meetings, the Chairman of the Supervisory Board was also regularly 
provided with detailed and up-to-date information by the Executive Board about significant business 
transactions and discussed various aspects of business policy with the Executive Board.

MAIN TOPICS OF DISCUSSION 
The meetings of the Supervisory Board focused on the following topics: 

 – the development of sales and earnings, as well as the financial position, of Lotto24 AG, 

 – corporate planning, including marketing, investment and personnel planning, 

 – the development of the regulatory and economic environment in Germany against the back-
drop of the »First State Treaty to Revise the State Treaty on Games of Chance« (GlüÄndStV), 
which entered into force on 1 July 2012, and the legal disputes pertaining to it, 

 – the strategic alignment and growth strategy of Lotto24 AG,

 – the ongoing development of the early risk warning systems, 

 – discussion and consultation of all business transactions requiring approval and

 – the continuous improvement of Corporate Governance and its adaptation to new statutory 
requirements.

COMMITTEES
In view of the fact that the Supervisory Board of Lotto24 AG consists of just three persons, in accord-
ance with the company’s articles, the Supervisory Board has not formed any committees, and in 
particular no audit committee or nomination committee.
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COMPOSITION OF THE SUPERVISORY BOARD  
As of 2 May 2012, the Supervisory Board of Lotto24 AG comprises three members: Prof Willi  
Berchtold (Chairman), Managing Partner of CUATROB GmbH, Überlingen, Mr Jens Schumann 
(Deputy Chairman), Managing Director of Alecto GmbH, Berlin, and Mr Thorsten Hehl, Invest- 
ment Manager of Günther Holding GmbH, Hamburg.  

CORPORATE GOVERNANCE AND DECLARATION OF CONFORMITY 
The Supervisory Board discussed in detail the recommendations of the German Corporate Govern-
ance Code. In September 2012, the Executive Board and Supervisory Board issued a Declaration of 
Conformity acc. to Sec. 161 of the German Stock Corporation Act (AktG) and made it permanently 
available to shareholders on the Company’s website www.lotto24-ag.de. The Declaration states that 
the Company complied and continues to comply with the recommendations of the German Corporate 
Governance Code with the following exceptions: the D&O insurance taken out for members of the 
Supervisory Board does not include a deductible; no committees have yet been formed; and there are 
no formal targets regarding the composition of the Supervisory Board. 

In addition to their membership of the Supervisory Board of our Company, Prof Berchtold and Mr 
Schumann also have seats on the Supervisory Board of our former parent company Tipp24 SE. In the 
fiscal year 2012, there were no conflicts of interest arising from this matter or any other matter between 
the mandate of individual Supervisory Board members and their other activities. 

According to our examinations, the Supervisory Board has a sufficient number of independent mem-
bers. In accordance with Sec. 100 (5) AktG, Prof Berchtold was appointed as a finance expert.

AUDITING 
The annual financial statements for fiscal 2012 of Lotto24 AG, as prepared by the Executive Board in ac-
cordance with the German Commercial Code (HGB), and the separate financial statements of Lotto24 
AG and respective management report for fiscal 2012 prepared in accordance with International 
Financial Reporting Standards (IFRS), as applied in the EU, and the additional commercial law regula-
tions pursuant to Sec. 325 (2a) HGB, were audited by Ernst & Young GmbH Wirtschaftsprüfungsgesell-
schaft, Hamburg, which issued an unqualified audit certificate in each case. The audit also included an 
examination of the respective accounting systems. The Executive Board and auditors provided us with 
the respective documents in due time. 

The audit reports of Ernst & Young GmbH Wirtschaftsprüfungsgesellschaft were discussed in detail at 
the balance sheet meeting of the Supervisory Board on 14 March 2013, which was also attended by 
the auditor. Moreover, the auditor reported on the chief results of his audit and confirmed that were no 
significant weaknesses in the internal control system. The Executive Board explained the annual finan-
cial statements of Lotto24 AG, as well as the risk management system. The auditor also reported on the 
object, type, and scope of the audit, as well as the focus areas and the auditing fees. The Supervisory 
Board monitored the independence of the auditor and was provided with the corresponding declara-
tion.

We concur with the auditor’s findings. Based on the final result of our own final examination, there  
are no objections to be raised. The Supervisory Board approved the annual financial statements and 
separate financial statements prepared by the Executive Board; the annual financial statements are  
thus adopted.
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INSPECTION OF THE RELATED PARTY DISCLOSURES  
AND DEPENDENT COMPANY REPORT PREPARED BY THE EXECUTIVE BOARD
The Executive Board prepared a report on transactions with related parties »Dependent Company Re-
port« for the period 16 May to 26 June 2012. In this report, the Executive Board explains in particular 
that under the circumstances known to the Executive Board at the date on which the company entered 
into transactions with an affiliated company, or undertook or refrained from undertaking measures, 
Lotto24 AG received adequate consideration for each such transaction and was not disadvantaged 
by undertaking or refraining from undertaking measures. As the elected auditing company, Ernst & 
Young GmbH Wirtschaftsprüfungsgesellschaft audited the Dependent Company Report and issued 
the following certificate:

»On the basis of our audit and in our professional opinion we confirm that

1. the factual statements in the report are correct,

2. the consideration paid by the company for the transactions mentioned was not  
inappropriately high,

3.  with regard to the measures specified in the report, there are no circumstances which would 
justify a materially different opinion than that held by the Executive Board.« «

The Supervisory Board took note of the Dependent Company Report and its audit result issued by the 
auditors, then inspected both reports itself and discussed the results with the Executive Board and 
the auditor. We concur with the auditing company’s audit result for the Dependent Company Report. 
Following our own final inspection, we have no objections to the Executive Board’s final declaration on 
the Dependent Company Report.

We would like to thank the members of the Executive Board and all employees of Lotto24 AG for  
their commitment and successful efforts during the past year. 

Hamburg, 14 March 2013

Prof. Willi Berchtold 
Chairman of the Supervisory Board
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