











BACKING IT UP WITH RESEARCH

We are committed to conducting research to
increase our knowledge and understanding of
Responsible Gaming, and program evaluations
to guide us in delivering the most effective and
practical Responsible Gaming programs.

We continue to work on the Manitoba
Longitudinal Study of Young Adults with the
Manitoba Gaming Control Commission (MGCC)
and the Addictions Foundation of Manitoba
(AFM), having completed recruitment and the
first phase of the project set for completion in
2011. Work also continues on a multi-year study
to assess the impact and effectiveness of the VLT
Responsible Gaming features, after initiating
state of the art Responsible Gaming technology
in our new VLTs in 2004.

Many initiatives were undertaken this past
year with our partners. As part of our ongoing
support to the AFM in their delivery of problem
gambling services in Manitoba, we have spent
the past year working with the AFM to evaluate
the Problem Gambling Helpline. Results of the
study will be available next year.

Proud supporter of Canadian Sport Centre Manitoba — MLC Staff with Olympic

medalist Jennifer Botterill

OUR NEXT STEPS

Strengthening our partnerships within the
community, enhancing our corporate social
responsibility approach, and working towards
sustainable development initiatives remain a
strong focus for the coming year. Vital data from
our stakeholder sessions will be collected and
analyzed to further the ongoing development of
our CSR strategy and those partnerships.

In the Responsible Gaming area, we will
continue to develop player information materials
and work towards obtaining World Lottery
Association (WLA) Responsible Gaming
Accreditation. WLA accreditation provides

an objective framework for assessing ML.C’s
Responsible Gaming approach.

A number of new programs will increase

our involvement and investment within

our communities. We will be launching a
Community Development Legacy Program
aimed at empowering individuals and groups
of people. By providing resources to non-profit
groups and charitable organizations they are
affiliated with, they can affect sustainable
change in their communities and lives are
changed for the better. A new charitable benefit
concert series at our casinos will showcase
quality entertainment while raising funds. To
aid in our community partnerships we plan to
implement vital tools and programs next year,
such as an online sponsorship tool, a volunteer
database and an MLC retiree volunteer program
that will allow former MLC employees to
continue to contribute their time through our
programs after retirement.
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OUR PROUD HONOURS

Some of the awards and
recognition we have received
for a job well done:

* Imagine Canada Caring
Company designation —
recognition for dedication
to community support and
corporate citizenship

Winnipeg in Bloom Contest - MSC House and Grounds Employees

Top 20 Employer in

Manitoba since 2005

Canadian Gaming Industry —
Exemplary volunteerism &
community service award
” Special Performance Measures

Recognition in the Government
Finance Officers Association
- Distinguished Budget

Our business success is based on strong employee-employer relationships. Presentation Awards Program
. . ) for the inclusion of department
To retain the best talent and provide our customers with the best customer level prformance measures in
. . ; usiness planning
service, we empower and celebrate our employees and provide them with « Winnipeg in Bloom
a safe, healthy and positive workplace. We take the time to listen so we o e e
can create a work environment that allows our employees to thrive and * Canadian Blood Services Award

for contributions to the Partners
grOW In the|r careers. for Life Program

Human Resources Management
Association of Manitoba

OUR GOALS OUR ACHIEVEMENTS Organizational Award for the

Classification Bidding Process

.

* Create and promote career and employment Listening to our employees
opportunities for Manitobans

Institute of Public Administration
Equally important as keeping our employees of Canada Top 4 finalist for

- Continue to advance workforce planning informed, is ensuring we listen to their feedback. g::en::::frr:( l.::a,::"nasung a
and talent management programs, quality This provides insight into areas where we can « Honourable mention for North
recruitment and retention initiatives, improve as an organization. With an impressive American Safety and Health

. . 0, . (NAOSH) Week 2008 activities
leadership development and succession 79% of employees taking part, we completed
planning and continuous learning our third Employee Excellence Survey, which

measured employee engagement and provided
us with invaluable observations on leadership
and our work environment. We also completed
* Continue to provide exceptional our first Organizational Communications
customer service Assessment, looking at the corporation’s formal

* Ensure that our employees are empowered
and celebrated for their achievements

internal communications channels and programs

* Ensure that our employees continue
based on feedback from over 600 employees.

to be informed
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Mutually beneficial partnerships that advance
workplace recruitment and training strategies
lead to the successful placement of new
employees. We have been developing a Trades
Employment Initiative Apprenticeship Program
to help meet our operational needs, support

the provincial trades industry and increase the
Aboriginal component of our workforce to better
reflect Manitoba’s general population. We also
partnered with the Manitoba Liquor Control
Commission on a two-year Joint Aboriginal
Internship Program, which provides young
interns with one-year opportunities at each
Crown corporation in areas such as Purchasing,
Finance and Human Resources. The program
provides participants with valuable work
experience and skills development for their
future careers.

With a focus on business skills the Management
Internship Program rotates MBA students
through different business areas at MLC to
acquire business expertise within a corporate
setting and develop potential future employees
who already have direct experience in the
gaming business. We benefited from two interns
last year, a Workforce Culture Officer and

a rotating position covering areas including
Finance and Corporate Business Development.

When we take the time to recognize employees
who provide excellence in customer service, it is
a win-win for the customer and the employee.
The Encore recognition program was launched
in September 2008 as an on-the-spot recognition
tool to reward employees who meet or exceed
the delivery of established Casino Customer
Service Standards.

By equipping our employees with the tools they
need, as well as offering career planning and
training programs, we can cultivate leaders

at every level. That is why we continue to
establish new training programs in a multitude

of subjects. We developed and delivered the
Dimensions in Leadership Human Resources
Refresher Program, a two-day course for
supervisors and management focusing on
recruitment and selection process, performance-
based interviewing, performance management,
and coaching for customer service. We also
launched a new Customer Service for the
Gaming Industry Training Program, designed
specifically for gaming employees to help meet
and exceed customer expectations and provide
a positive and memorable experience when they
visit our facilities.

In order to keep the best talent, training
programs are offered and held continuously,
including courses on facility management,
event coordination, gaming protection training
and security (including crisis-negotiation,
de-escalation and conflict resolution) and media
technology, to name just a few.

Increased cost efficiencies and the ability to
train virtually anywhere have made e-learning
the primary way to optimize staff training

at a corporate level. With the potential to be
combined with instructor-led training, e-learning
is an effective, timely, convenient and cost-
efficient way to deliver professional development
to our employees. Through SkillPort we
currently offer about 400 third party e-learning
courses for a broad range of business topics. This
is in addition to the programs we develop for our
unique needs.

In our 2008 Employee Excellence Survey,
participants felt strongly that MLC provides
them with opportunities for learning and
development, ranking as the corporation’s
number one overall strength.

To that end, we know that it benefits both

MLC and our employees to nurture their career
paths and provide them with advancement
opportunities. Our innovative recruiting process
(Classification Bidding Process launched
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in 2006/2007) provides front-line staff an
opportunity to develop their careers with ML.C
and was recognized last year by the Human
Resources Management Association of Manitoba.
Since the introduction of this process, the
average time to fill vacancies has been reduced
by 20% and assisted MLC in successfully filling
88 positions in the last year.

Maintaining a safe and healthy workplace
Through education, training and wellness
programs, MLC reinforces the importance of
providing a safe and healthy work environment.
Our proactive approach in promoting workplace
health and safety has enabled employees to
better spot health risks and take the necessary
steps for corrective action. As a result,
employees have reduced injury frequency by
25% in the past fiscal year.

Last year we introduced an Ergonomic Specialist
certification for our safety and health advisors

so they can complete internal ergonomic
assessments, raise awareness, and help
minimize the risk of repetitive injuries. Ongoing
safety and health training is provided to all
employees based on departments and positions
as needed.

OUR NEXT STEPS

Looking forward, we will research new
programs for our employees to constantly
improve their skills and knowledge base.

A Blended Apprenticeship Program will be
launched, as will the Certified Coaches and
Service Coaching Program. An electronic
communication medium will continue to be
used to promote safety and health information
to all employees.

MLC employees donated 116 pints of blood in 2008 — MLC employee and MLC President & CEO
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The Red River floodwaters
were cresting when Johnny
Reid was performing at
Club Regent Casino. Struck
by the flood devastation,

he was inspired to lend

a hand. Reid organized

an additional show in
partnership with his band,
the production crew and
MLC staff — all of whom
donated their time. Along
with MLC's matched
revenues, Reid’s sold out
show raised over $32,000
for the Canadian Red Cross,
Manitoba Region.



MLC employees — Electrical thermal scan testing

For our operations to run smoothly and efficiently, we must implement effective
processes with long-term strategies for growth and changing technologies.
This philosophy of leadership, teamwork and problem solving results in
continuous improvement throughout our organization so we can focus

on providing our customers with the best service possible.

OUR GOALS

* Advance long-term technology strategies

* Continue to improve security systems
and a safe environment for our customers
and employees

* Continue to ensure regulatory compliance
and gaming protection and integrity

* Focus on improving our internal processes

* Continue to advance corporate-wide risk
management and disaster recovery models

OUR ACHIEVEMENTS

Drawing a technology roadmap for the future

As corporations grow, so does their technology
infrastructure, often resulting in multiple
systems that may or may not integrate well,

and require diverse skill sets to operate and
maintain. The need for an improved technology
foundation to support MLC’s ever-growing and
diverse business needs has been mapped out in
an architecture framework. This industry best
practice ensures business needs drive technology
investments, and not the reverse. Because

MLC also understands its dependencies within
the North American gaming industry, we are
creating our technology roadmap in consultation
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with other Canadian gaming jurisdictions
so that our future hardware, software and
information technology needs reflect the
most up-to-date and operationally efficient
tools available.

When MLC updated its aging gaming technology
to manage the province’s VLT, it introduced
sizeable efficiency improvements for monitoring,
reporting and improving VLT security in the
field. This year, we successfully completed the
conversion of all VLT sites to operate within

the upgraded Central Monitoring System and
equipped each site with bar code readers, which
provide a quick, secure and more efficient pay
slip validation and printing process.

At our casinos we updated the electronic system
that supports ticketing, machine accounting
and aspects of the Club Card program. Adopting
the new software version allows us to maintain
service at industry standards and lays the
foundation for the introduction of future phases
of the Club Card program, including the
Responsible Gaming pre-commitment features
and a table games accounting module.

The installation of a high-speed communication
fibre (also known as “dark fibre”) has created a
singular and highly secure network connecting
the casinos, our corporate offices and MLC’s
Central Services building. This allows voice,
data, and video to be exchanged efficiently,
enhancing our network speed and the capacity
to run our business through reduced operating
costs. It is also a prudent risk management
measure, providing disaster recovery in case

of a network breakdown.

Media technology is the base infrastructure
behind today’s infotainment industry. Audio,
video, lighting, digital signage, computer
generated graphics and props all provide the
tools necessary to communicate a unique and
entertaining message to today’s technologically
savvy customers. To remain operationally
efficient, MLC is staying on the edge of
technology by constantly providing quality
products that reflect innovation and exceed
customer expectations. We also partnered

with external organizations through media
technology consultation by providing technical
media support services for the Manitoba
Centennial Centre, the Department of Education
studio, the Human Resources Management
Association of Manitoba, Canad Inns and the
Alberta Gaming Corporation.

We take every step to ensure that our customers
feel comfortable and secure while enjoying our
facilities. Last year, customer courtesy stations
were installed in high pedestrian traffic areas

of both casino parking lots. These units provide
immediate contact with our staff for both
customers and employees, which will improve
the personal safety of patrons and staff, through
a direct voice link for information or assistance.

Multiple surveillance upgrades were executed at
both casinos last year. To enhance our Voluntary
Exclusion Program, large plasma screens were
installed for surveillance personnel to help
quickly and correctly identify patrons in this
program. Additionally, critical surveillance
equipment was relocated to enable new Internet
protocol technology, another contribution to
operational excellence and efficiency.
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Samborski Environmental
collects all the food waste
generated from the
restaurants at Winnipeg's
casinos. They incorporate
it with other material

to make compost, and
then sell it directly

to homeowners and
landscapers. This win-
win relationship helps
MLC work toward
sustainable development
goals, while helping
Lenn’s business grow.

Making our facilities even better

More than 37 improvements were made

in our facilities last year, ranging from

the replacement of furniture and fixtures,
space reallocations and retrofitting public
washrooms, to food and beverage kitchen
renovations. We implemented best practices
for our operations including hiring an
electrician to reduce outsourcing costs and
expanding the Electrical Apprentice Program
to two apprentices.

OUR NEXT STEPS

Operational efficiencies are one of the best
ways to control costs and we are constantly
evaluating new ways to stay lean. We will be
introducing and rolling out a corporate-wide
performance measurement system in the
next year. Centralization of our surveillance
departments is in progress, as well as
enhancements to facial recognition technology
and processes with future plans to implement
a license plate recognition tool.

A new radio frequency infrastructure
implementation will enable efficient

“key and asset” tracking at both casinos.
Corporate production will continue to
strengthen and build business relationships
and community support through consulting
services. A new direct marketing strategy
will be developed and new advantage
gaming system tools introduced.

L

A
S
S
|
$
I
N
¢

Customer Courtesy Station at the casinos
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OUR GOALS

Ensure a responsible and integrated approach
to the marketing of MLL.C’s products and
services, explore new market opportunities
and retain and grow our existing markets

Promote our facilities as a destination

in partnership with Manitoba’s tourism
industry and develop other mutually
beneficial business and organization
marketing and sponsorship partnerships

Identify opportunities to provide services
and expertise in the gaming industry

Chantal Cano sings “A Moment Like This".
IMAGE COURTESY PILIPINO EXPRESS NEWS MAGAZINE

OUR ACHIEVEMENTS

A number of exciting new initiatives were
created over the last year, to grow our markets,
offer new and interesting experiences for our
customers and increase economic development
in the province. We teamed up with the local
Pilipino Express News Magazine to create karaoke
events at McPhillips Station Casino. The Pinoy
Pop Star events surpassed all expectations

for the Pilipino community in Manitoba, with
contest finals drawing over 2,000 attendees.

Fostering our Aboriginal ties, we continue to
participate as a Gold Level Status member in
the Progressive Aboriginal Relations (PAR)
Program from the Canadian Council for
Aboriginal Business.

We also entered into a partnership with
Eastside Aboriginal Sustainable Tourism to
assist with an Aboriginal Artisan Showcase,
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Eastside Aboriginal
Sustainable Tourism Inc.
and MLC have joined
resources to create

the Aboriginal Artisan
Showcase. Artists like
Jackie Traverse, originally

from St. Martin First Nation,

are given the opportunity
to showcase their art to

a wider audience beyond
their communities. Artists
also receive business
skills training while casino
customers get to view and
purchase unique artisan
products at McPhillips
Station Casino.

Market and Fashion Show. A total of 25
artisans participated in a marketing workshop
and craft show.

Summer was a great time to get grooving and
the 2008 summer season saw a successful title
sponsorship for The Forks Move and Groove
Festival, the Casinos of Winnipeg Dancing
Under the Canopy and the Casinos of Winnipeg
Salsa Sundays at The Forks.

We were also pleased to join forces with Conseil
de développement économique des municipalités
bilingues du Manitoba for the Manitoba Artisan
Showecase as part of the overall Festival du
Voyageur event at Club Regent Casino. Some
26 Franco-Manitoban artisans participated by

displaying and selling their works at the casinos.

The program proved to be highly successful for
the artisans and planning is already underway
for 2010.

Building key business partnerships

To build and maintain strong connections
with other businesses, we became involved
in additional year-round activities with the
Winnipeg Chamber of Commerce and the
Manitoba Chambers of Commerce. These
partnerships enhance the Corporation’s
initiatives with Winnipeg and Manitoba’s
local business communities.

Offering great events seven days a week
Midweek tourism events at the casinos have
enjoyed high popularity amongst our customers,
generating increased visitation and excitement
during off-peak hours. They have been
implemented based on the success of last year’s
pilot project and regularly scheduled tour events
are planned for the coming year.

Working on media promotions

We have amazing opportunities to partner with
local media and align ourselves with interesting
events that our customers can truly enjoy. New
this year, McPhillips Station Casino partnered
with Corus Entertainment and their designated
charity, Hunger for Hope, to create a first time
event — The CJOB Hunger for Hope Bingo Special.
With the help of Winnipeg Harvest, Hunger for
Hope is a fundraising initiative dedicated to
ending child hunger in Manitoba. The six-week
promotion was very successful in raising the
profile of this cause and contributing $26,324.

BACKING IT UP WITH RESEARCH

Research provides us with insight into potential
new markets and highlights opportunities

for new partnerships. A two-phased research
project was executed last year, conducting

focus groups with past customers and one-
on-one interviews with bus tour operators to
gauge their satisfaction levels and preferences.
Results showed that Winnipeg’s casinos were
generally favoured among rural visitors due to
its proximity.

OUR NEXT STEPS

A new MLC branding strategy will be launched
in the coming year. Developed to refresh our
major brands with a new look and create an
identity for all the organization’s brands, the
strategy integrates each element within an
overarching corporate brand.

We will continue to explore new promotional
opportunities with our business partners and
seek out mutually beneficial new associations,
particularly in the area of multicultural and
neighborhood partnerships. A variety of studies
will help us optimize our research to determine
the best ways to provide better customer
satisfaction.
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STRATEGIC DIRECTION

FOR

Each year provides a new opportunity to refocus and realign, looking
for new and innovative ways to reach our goals and serve our
communities. One thing that remains constant is the overall strength
in MLC’s partnerships that helps us to achieve those goals. As we
look forward to 2009/2010, MLC will concentrate on increasing overall
customer satisfaction and delivering a strong financial performance.

GOALS., OBJECTIVES AND ACTION PLANS

Goal # 1: A satisfied customer

Objective # 1: Increase overall customer
satisfaction service rating

Objective # 2: Increase revenues

Action Plans:
Implement the Gaming Action Plan to
enhance electronic gaming to provide a
fun and enjoyable entertainment option
for Manitobans.

Design service delivery models across
all business units to improve customer
satisfaction.

Continuously maintain and improve
Winnipeg’s casino facilities and amenities
in a cost effective manner.

Goal # 2: Be recognized as a valued
member of the community

Objective # 1: Increase public awareness of
MLC’s Corporate Social Responsibility

Objective # 2: Improve public perception
of MLLC as a responsible member of
the community

Action Plans:
Model innovative and progressive
approaches in all CSR activities.

Build and grow solid, professional
relationships with all stakeholders
including First Nations, commercial
and other gaming siteholders, vendors,
and community organizations.

Continue to improve & implement
the Responsible Gaming Strategy.
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Goal # 3: Be efficient and effective

Objective # 1: Contain operating expenses

Goal #5: A knowledgeable workforce
of highly satisfied employees

Objective # 1: Increase in employee engagement

Action Plans:
Establish and implement a process
improvement model to be used across the
organization to increase overall efficiency
and effectiveness for internal processes.

Develop a comprehensive technology plan
to coordinate, automate and streamline
key systems and enable new business
functionality both inside and outside

the organization.

Provide an environment that improves
the timely delivery of projects completed
within budget and fulfilling end users’
business requirements.

Goal # 4: Retain and grow our customer base

Objective # 1: Increase participation in
MLC’s products and services

Objective # 2: Increase attendance at
Winnipeg’s casinos

Action Plans:
Strive to introduce new gaming and
non-gaming products and services to retain
and grow existing markets.

Create community and organization
partnerships to increase mutually
beneficial long and short-term
opportunities and community awareness.

Execute projects and initiatives as
outlined in an integrated marketing
strategy to meet organizational and
divisional objectives.

Action Plans:

Communicate MLC as a career destination
to attract and retain high performing
employees in a competitive labour market.

Provide active training and self-directed
learning programs to keep employees
up-to-date with new industry trends,
technologies and skills.

Develop programs to support the
diverse needs of a multi-generational
employee population.
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MANAGEMENT DISCUSSION
& ANALYSIS

OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS AS OF MARCH 31, 2009

The Management Discussion and Analysis
reviews the financial results of the operation
of Manitoba Lotteries Corporation (MLC) for
the fiscal year ended March 31, 2009. This
report should be read in conjunction with the
Corporation’s audited financial statements and
accompanying notes.

Management is responsible for the reliability
and timeliness of the information disclosed in
the Management Discussion and Analysis and
does so by ensuring the appropriate existence
and effectiveness of systems, controls and
procedures used by MLC.

OVERVIEW AND COMPANY VISION

Manitoba Lotteries strives to provide its
customers and guests with world-class products
and services that meet or exceed expectations
in a socially responsible way. Advances made
toward achieving this goal within the past 12
months have resulted in an increase in financial
performance for ML.C as the Corporation’s net
income of $304.8 million for the fiscal year
2008/2009 increased by $8.0 million or 2.7%

as compared to the prior year’s net income of
$296.8 million.

Revenues of $775.6 million grew by $25.7 million
or 3.4% from the previous year’s level of

$749.9 million. This increase may be attributed
to a number of factors, including increased
revenues from all segments. As part of ML.C’s
long-range strategic goal of creating full

service customer satisfaction, the Corporation
continually reviews existing product offerings in
order to enhance customers’ overall experiences.

Revenue, net of cost of sales and operating
expenditures was $377.9 million in 2008/2009
compared to $367.3 million in the previous
year, an increase of $10.6 million. Operating
expenses of $133.6 million were $11.4 million
higher than the previous year’s $122.2 million,
and include payroll and other costs directly
related to the generation of gaming and lottery
revenues. This is primarily a result of increases
in salaries and benefits related to collective
bargaining, and promotions resulting from the
Club Card programs.

Amortization of $39.0 million for 2008/2009
increased $1.8 million from $37.2 million in the
previous year. The increase primarily resulted
from the change in the estimated useful life of
video lottery equipment from 7 to 5 years in
2007/2008.
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RESULTS OF OPERATIONS

The three operating segments of the Corporation
are Video Lotto, the Casinos and Lottery. For
reporting purposes, the administrative costs
associated with corporate support services,
including human resources, finance and
administration, marketing, facilities, technology,
audit, security, communications and public
affairs, have been allocated to each of the
operating segments outlined below.

Located in Morris, Manitoba, the Video Lotto
Division is responsible for the operation and
maintenance of video lottery terminals (VLTSs).
VLTs are located at Manitoba Liquor Control
Commission licensed beverage rooms, Veterans
organizations, First Nations communities,
Assiniboia Downs and the MTS Centre. The
operation of VLT's contributed over 63.8%

of MLC’s net income and provided annual
commissions of $110.7 million to all VLT
siteholders who operate equipment on

their premises.

5

Revenue (before cost of sales) of $354.2 million
in 2008/2009 increased by $8.3 million from

the gross revenue of $345.9 million in the
previous year. Net income of $194.5 million
increased $3.9 million from the net income of
$190.6 million in the previous year. During

the 2008/2009 fiscal year, the Corporation
redistributed VLTs from low performing sites
to higher performing sites, which contributed to
the increase in gross revenues and net income.

Video Lotto
Dollars Deposited $ 1,493
Dollars Played $ 4,967
Dollars Won $ 4,616
Dollars Cashed Out $ 1,142
Revenue $ 351 $ 351
Dollars Won (Prizes) $ 4,616 92.9%
Dollars Played $ 4,967

Manitoba Lotteries owns and operates two
Casinos in the City of Winnipeg — Club Regent
Casino and McPhillips Station Casino. Casino
operations generated gross revenues (before
cost of sales) of $210.8 million in 2008/2009,
an increase of $16.4 million or 8.4% more than
the gross revenues of $194.4 million of the
previous year.

Casino net income of $50.6 million increased
from the previous year’s net income of

$48.2 million by $2.4 million or 5.0%. In
2008/2009 the casinos replaced the Video

King gaming system with a new Bingo

Gaming System, which has proven to be very
popular with casino patrons and contributed

to the increase in net income. There was

also a continued focus on the casinos as a

total entertainment destination, resulting in
increased visitor traffic for non-gaming related
amenities. The Enhanced Club Card program
which allows patrons to accumulate points
redeemable for non-gaming goods and services
continues to be favourably received by customers
and has contributed to the successful operations
of the casinos during the 2008/2009 year.

Casinos
Dollars Deposited $ 951
Dollars Played $ 2,105
Dollars Won $ 1,935
Dollars Cashed Out $ 781
Revenue $ 170 $ 170
Dollars Won (Prizes) $ 1,935 91.9%
Dollars Played $ 2,105
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The Province of Manitoba is a member of the
Western Canada Lottery Corporation (WCLC),
a non-profit organization authorized to manage,
conduct and operate lottery and gaming-related
activities in the Prairie provinces and the
territories. Manitoba Lotteries distributes and
sells tickets for national lotteries operated by
the Interprovincial Lottery Corporation (ILC)
and lottery gaming products operated by the
Western Canada Lottery Corporation (WCLC).
As the province’s sole distributor of lottery
products, Manitoba Lotteries is responsible for
the development and maintenance of a retailer
network of over 850 outlets across Manitoba
and to market a selection of breakopen tickets
through lottery retail outlets, charitable
organizations and casinos. ML.C also continues
to be the exclusive supplier of bingo paper to
Manitoba’s charitable and non-profit licensed
bingo operators.

In fiscal 2008/2009, lottery gross revenues
(before cost of sales) of $210.6 million increased
from the previous year gross revenue of $209.6
million by $1.0 million or 0.5%. This increase
can be attributed to improved sales of instant
tickets, Sports Select products and Super 7.
Net income of $59.7 million increased from the
previous year’s net income of $58.0 million by
$1.7 million or 2.9%.

Over the past few years, a number of
enhancements, including the installation of new
lottery terminals and self-serve ticket checkers
have been implemented to further protect
consumers. We continued to strengthen our
processes over this past fiscal by implementing
new steps that now require retailers to return
all tickets to customers; by conducting over

300 Mystery Shops; by modifying all new
Scratch ’N Win tickets so they can be checked
on self-serve checking terminals; and by
providing lottery retailers with tools such as a
Lottery Retailer Code of Conduct and Manual,
an easy-to-read reference guide that includes all
agreements, directives, rules and regulations.

The Government of Manitoba, in accordance
with the requirements of the Criminal Code of
Canada, is responsible for gaming in Manitoba.
As such, MLC has been appointed to act as its
agent in the Conduct and Management of all
gaming activity within the province.

In 2008/2009 MLC continued to provide
support and guidance to the First Nations
casino operators in Manitoba. During the fiscal
year, Aseneskak Casino in The Pas completed
a major gaming system upgrade project that
resulted in the replacement of their casino
management system with a state-of-the art
system, that allowed them to take advantage
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of ticket-in/ticket-out technology and introduce

a patron management program at their casino.
These changes were fully operational in April of
2008 and MLC provided $2.2 million in capital
financing for this project. These funds will be
recovered over the five year life of the equipment
as authorized under the Gaming Agreement.

In 2007/2008 South Beach Casino received
approval to increase the number of slot machines
in their facility from 300 to 600. MLC, under

the Gaming Agreement provided the physical
and financial resources to South Beach for the
purchase and installation of these machines
which were fully operational in May 2008. The
final cost of $5.9 million will be recovered over
the life of the assets, as authorized under the
existing agreement.

MLC’s consolidated financial statements include
the results of ML.C Holdings Inc., a controlled
entity established to purchase capital assets

for lease to ML.C at cost. The management and
oversight of MLC Holdings Inc. is consolidated
within ML.C operations and the Board reviews
and approves capital purchases through the
annual business planning and budget process.
During the 2008/2009 fiscal year, MLC Holdings
acquired $31.2 million in capital assets for

lease to MLC.

Operating activities during 2008/2009

provided MLC with $338.9 million compared

to $348.5 million in the previous year, a decrease
of $9.6 million or 2.8%. Non-cash working
capital items increased by $20.6 million. This
was offset by increases in operating results and
amortization of $11.0 million.

Cash expended on property and equipment
for 2008/2009 totaled $31.2 million, up from
$28.1 million in the previous year.

MLC continues to be progressive by providing
proven, state-of-the-art products, services and
facilities to all customers and employees through
the ongoing process of replacing gaming and
security equipment. Not only does this support
MLC’s corporate goals, it enhances service,
reliability and gaming integrity.

Cash distributions to the Government of
Manitoba resulted in a cash outflow of

$303.0 million compared to the previous year’s
$305.7 million, representing a decrease of 0.9%.
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RISK MANAGEMENT

MLC continues to use and enhance its
integrated Enterprise Risk Management
Framework for assessing and managing risks
at all levels across the Corporation. This
provides a consistent approach for addressing
business risks at the strategic and business
planning, project management and business
process levels by:

providing a common understanding of risks
across business functions and units;

providing management with an on-going
assessment of potential risks to facilitate
improved priority setting and decision
making; and

raising employee awareness and
responsibility for managing these risks.

In the normal course of business, MLC is
exposed to a number of risks. These risks, and
the actions taken to lessen and in some cases,
alleviate them, are discussed below.

Operating risk, associated with processes,
technology and people, addresses the risk of loss
resulting from events such as system failures,
breakdown in internal controls, human error
and criminal activity. It has been proven that
losses such as a measurable decline in client
confidence, gaming integrity and corporate
image can be as damaging for an organization
as a direct financial loss.

MLC management remains committed to
strengthening the existing system of internal
controls and minimizing operational risk

as much as possible. This has already been
partially addressed by assessing the amount
of risk present in operating units, large scale
projects as well as specific business processes.
Current areas of concentration continue to be
towards: emergency preparedness planning,
business continuity plans and disaster recovery
planning. Additional attention to these areas
will provide the organization with the ability
to more effectively respond to disasters as
well as small and large scale business
interruption events.

The adoption of new technologies within the
gaming industry continues, including the
acceptance of industry-wide standards leading
to increased convergence and integration
across many systems, product lines and related
processes. MLC continues to develop plans

to perform a pilot using downloadable game
systems, which will allow MLC to download
game themes from a secure server to electronic
gaming devices over the network. In addition,
MLC is implementing their long-range VLT
Product Refresh Strategy to keep our product
offering current and support our customers and
site holders’ suggestions. MLC also continues
to refine its business processes to optimize

the efficiency and effectiveness of the new
opportunities being presented.
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Technological change is also helping MLC to
improve its customer service and enhance the
overall guest experience, and will eventually
provide an increased level of personalization
across MLC’s many product lines. Finally, new
technologies are providing MLC management
with better information, which will allow for
more informed decision making.

MLC has completed the system selection process
for its new Integrated Financial Management
System and is now proceeding through its
implementation plan. The Corporation expects
to be fully operational with the new integrated
system by April 1, 2010 which will enable them
to meet the reporting requirements under
International Financial Reporting Standards by
2011/2012 fiscal year. This system is expected
to enhance not only financial reporting but also
in the Corporation’s ability to integrate best
practices into most areas of its operations.

As MLC becomes more reliant on technology

to support its business, the Corporation has
developed various strategies to manage the risks
associated with new technologies. These include
the development of formal technology strategies,
architectures and roadmaps to help guide
MLC’s future direction. MLLC continues to invest
significant resources in the area of information
systems security and disaster recovery business
continuity activities.

The Corporation’s exposure to interest-rate
risk is substantially limited due to the use of
fixed-rate, long-term debt. Credit risk due to
the inability or unwillingness of a counter
party to fulfill its payment obligations, while
low, is mitigated through MLC’s credit
management and collection practices. The
financial impact resulting from property losses
or third-party liability claims are allayed
through traditional risk management practices,
such as ensuring adequate insurance coverage
and coordinating loss mitigation strategies
across the organization.

For the fifth consecutive year, ML.C was awarded
the Distinguished Budget Presentation Award
from the North American Government Finance
Officers Association. Recognizing the quality of
the Corporation’s business planning processes,
the budget document was distinguished for

its exemplary merits as a Policy Document,
Financial Plan, Operations Guide and as a
Communications Device.

The Chief Executive Officer (CEO) and the
Chief Financial Officer (CFO), together with
management, after evaluating the effectiveness
of MLC disclosure controls and procedures as

of March 31, 2009, have concluded that the
Corporation’s disclosure controls and procedures
were proven to be adequate and effective.
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In February 2008, the Canadian Accounting
Standards Board confirmed that it will

require all publicly accountable enterprises to
adopt IFRS for interim and annual financial
statements relating to fiscal years beginning on
or after January 1, 2011. The Corporation’s first
financial statements under IFRS will be for the
fiscal year 2011/2012. The Corporation will also
be required to provide comparative information
for the previous fiscal period.

As a result of this announcement, the
Corporation is planning and preparing for

the changes in financial reporting requirements.
Based on its initial assessments, the Corporation
currently believes that the transition to IFRS
will not materially impact the manner in

which it recognizes and measures revenues

and net income.

The Corporation has developed an IFRS
implementation plan that addresses project
management, accounting policy changes,
reporting and disclosure changes, training and
communication and business impacts. The
following progress has been made in these areas:

a) Project management

The Corporation has created an IFRS Steering
Committee to provide guidance during the IFRS
implementation project and has developed

a timeline for key project milestones and
deliverables to ensure IFRS readiness for

the fiscal year 2011/2012.

b) Accounting policy changes

The Corporation has completed its research
and documentation of expected differences
between its current accounting policies that are
in accordance with Canadian generally accepted
accounting principles and those to be adopted
under IFRS. The Corporation has begun to
develop its future accounting policies that will
be required under the current IFRS standards.
Currently, the area with the greatest potential
for future impact on the Corporation’s financial
statements is measurement and disclosure of
property, plant and equipment.

The International Accounting Standards

Board, which is responsible for developing
IFRS, has activities currently underway which
are expected to change certain IFRS. These
changes may impact the Corporation. Therefore,
the Corporation will continue to assess any
changes made to IFRS standards as part of its
implementation plan.

c) Reporting and disclosure changes

The Corporation is currently considering the
financial statement presentation and disclosure
options available to it upon initial changeover
to IFRS and is developing ongoing reporting
mechanisms to capture future IFRS disclosure
information. The transition to IFRS will affect
presentation and measurement of balances

and transactions included in the Corporation’s
interim and annual consolidated financial
statements and related notes. The Corporation
will provide quantifications of those effects closer
to the implementation date.
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d) Training and communication

The Corporation intends to ensure that its key
stakeholders are informed about the anticipated
effects of the IFRS transition. IFRS training

for relevant finance staff is ongoing, while
targeted programs for operational staff are to be
developed and implemented.

e) Business impacts
The Company is considering what effects the

IFRS transition will have on its business policies

and activities. The following areas are likely to
be impacted:

Internal controls over financial reporting;

Financial reporting for fiscal 2011/2012 will
require restatement of prior year results in
order to provide comparative information.

This disclosure reflects expectations based on
information available at the time of reporting.
Changes in circumstances may cause the
Corporation to revise its IFRS project plans
and policy choices prior to the changeover date.

OUTLOOK

To ensure the long-term sustainability of
revenues and income streams, the Corporation
will continue to reinvest in its facilities,
non-gaming amenities and in new gaming
technology. MLC is focused on positioning the
casinos as a total entertainment experience, by
improving its entertainment facilities and food
and beverage operations, while continuing to
introduce new and exciting gaming options. ML.C
has also developed a replacement strategy for
its VLT network to ensure that these offerings
remain current and to enhance responsible
gaming features.

MLC’s support for the community is
outlined within a governing Corporate
Social Responsibility (CSR) Policy. Financial
processes are used to ensure all matters of
CSR including Community Support, French
Language Services, Responsible Gaming,
Sustainable Development and People Services
are considered and supported across the
Corporation’s operations. This approach
augments the value of the business decisions
MLC makes and ensures its decisions are
consistent with the best interest of its
stakeholders.
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MANAGEMENT
REPORT

The accompanying consolidated financial statements are the responsibility of management and
have been prepared in accordance with the accounting policies stated in the consolidated financial
statements. These accounting policies have been applied on a basis consistent with the prior year.
In management’s opinion, the consolidated financial statements have been properly prepared
within reasonable limits of materiality, incorporating management’s best judgment regarding all
necessary estimates and all other data available. The financial information presented elsewhere
in the Annual Report is consistent with that in the consolidated financial statements.

Management is responsible for establishing and maintaining disclosure controls and

procedures and internal controls over financial reporting for the Corporation. Management
designed such internal controls, or caused them to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with Canadian generally accepted
accounting principles.

Management maintains internal controls to provide reasonable assurance of the reliability
and accuracy of the financial information and that the assets of the Corporation are properly
safeguarded. As part of the financial statement audit performed by Ernst & Young LLP, they
reviewed the Corporation’s internal controls to the extent that they considered necessary and
reported their findings to management and the Board of Directors.

The responsibility of Ernst & Young LLP is to express an independent opinion on whether

the consolidated financial statements are fairly stated in accordance with Canadian generally
accepted accounting principles. The Auditor’s Report outlines the scope of the audit examination
and provides the audit opinion.

The Audit Committee of the Board meets with management and Ernst & Young LLP to satisfy
itself that each group has properly discharged its respective responsibilities and to review the
consolidated financial statements before approving them. The Board has reviewed and approved
the consolidated financial statements for the fiscal year ended March 31, 2009.

(originally signed by) (originally signed by)
Winston Hodgins Myra Cherewyk
PRESIDENT & CEO ACTING EXECUTIVE VICE-PRESIDENT & CFO
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AUDITORS
REPORT

To the Board of Directors of
MANITOBA LOTTERIES CORPORATION

We have audited the consolidated balance sheet of Manitoba Lotteries Corporation as at March
31, 2009 and the consolidated statements of net income, comprehensive income and retained
earnings and cash flows for the year then ended. These financial statements are the
responsibility of the Corporation’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects,
the financial position of the Corporation as at March 31, 2009 and the results of its operations
and its cash flows for the year then ended in accordance with Canadian generally accepted
accounting principles.

(originally signed by)

Ernst & Young LLP

CHARTERED ACCOUNTANTS

WINNIPEG, CANADA
MAY 19, 2009
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Consolidated Balance Sheet

MARCH 31, 2009 (IN THOUSANDS)

Assets Notes 2009 2008
Cash 27,777
Accounts receivable 3 17,035
Inventories 4 2,451
Prepaid expenses 5 2,758

50,021

6 173,266
7 5,286
228,573

Liabilities and Retained Earnings Notes 2009 2008
Accounts payable and accrued liabilities 8 40,564
Payable to the Province of Manitoba 1,782
Current portion of long-term debt 9 12,846

55,192
9 168,002
10 379
223,573
Commitments and contingencies 15
5,000
228,573

(see accompanying notes to the consolidated financial statements)

On behalf of the Board,

(originally signed by)

Tim Valgardson
DIRECTOR AND CHAIR OF THE BOARD

(originally signed by)

Gerald Rosenby

DIRECTOR AND CHAIR OF THE AUDIT COMMITTEE
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Consolidated Statement of Net
Income, Comprehensive Income
& Retained Earnings

FOR THE YEAR ENDED MARCH 31, 2009 (IN THOUSANDS)

Notes 2009 2008
Revenue $ 749,882
Cost of sales 260,329
489,553
Operating expenditures 122,207
Amortization 37,152
Interest expense - long-term 11,778
Goods and services tax 5,520
176,657
312,896

13
Provinces of Alberta and Saskatchewan 2,948
Government of Canada 2,327
Gaming Commission fees & Crown levy 2,209
Responsible gaming funding 2,894
Charitable and community organizations 5,736
16,114
296,782
5,000
Allocation to the Province of Manitoba (296,782)
$ 5,000

(see accompanying notes to the consolidated financial statements)
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Consolidated Statement of Cash Flows

FOR THE YEAR ENDED MARCH 31, 2009 (IN THOUSANDS)

Notes 2009 2008
Net income and comprehensive income $ 296,782
Add (deduct) items not involving cash:

Amortization related to property and equipment 36,906
Amortization on assets related to First Nations Casinos 1,827
Amortization related to other assets 246
Gain on disposal of property and equipment -
Provision for employee pension benefits 55
335,816
Net change in non-cash working capital items 17 12,651
348,467
Purchase of property and equipment (28,061)
Proceeds from disposal of property and equipment -
(28,061)

Cash distributions to the Province of Manitoba:
Current year (295,000)
Prior year (10,720)
Proceeds from long-term debt -
Repayment of long-term debt (17,003)
(322,723)
(2,317)
30,094
$ 27,777
Interest paid $ 12,079

(see accompanying notes to the consolidated financial statements)
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Notes to Consolidated Financial Statements

FOR THE YEAR ENDED MARCH 31, 2009 (IN THOUSANDS)

1. BACKGROUND

The Manitoba Lotteries Foundation was established
by The Manitoba Lotteries Foundation Act. On July 27,

1993, the Act was amended and continued under

The Manitoba Lotteries Corporation Act. By consent of the
Legislative Assembly of Manitoba, the organization
continues its operations as a Crown corporation under
the name of the Manitoba Lotteries Corporation
(MLC) or the “Corporation”.

2. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been
prepared in accordance with Canadian generally
accepted accounting principles and combine the
accounts of MLLC and MLC Holdings Inc.

This controlled entity was established to purchase
capital assets, which are leased to MLC at cost.
All intercompany transactions and accounts have
been eliminated on consolidation.

The Western Canada Lottery Corporation (WCLC)
was incorporated without share capital under

Part II of the Canada Corporations Act on May 13,

1974. The Provincial Governments of Manitoba,
Saskatchewan and Alberta are members in the
Corporation, and the Yukon Territory, the
Northwest Territories and Nunavut participate

with the provinces as associate members in the sale
of gaming products. Each province and territory

has appointed a lottery organization to assist the
WCLC with the distribution of gaming products in its
jurisdiction (MLC for the Province of Manitoba). The
proportionate share of WCLC’s sales and cost of sales
is included in the consolidated financial statements
based on relative sales levels by jurisdiction.

Revenue and expenses are recorded on an accrual
basis except for lottery revenue. Lottery revenue is
recorded as of the date of the draw with the exception
of instant game revenue which is recorded at the time
the ticket is activated by the retailer via the on-line

accounting system for sale to customers. Video lottery
and other gaming revenue is recorded net of prizes
paid. Administration fees related to First Nations are
recorded in income as earned.

Major capital expenditures with a future useful life
beyond the current year are capitalized at cost and
amortized on a straight-line basis according to their
estimated useful lives. A half-year amortization is
taken in the year of acquisition on assets under

$1 million. For assets over $1 million amortization
is taken at date of implementation.

Furniture and equipment 4-5 years
Gaming equipment 5years
Casino stages 10 years
Buildings and parking lots 30 years

Leasehold improvements Over term of lease

Capital lease - building 25 years
Assets related to 5-7 years
First Nations Casinos

Other assets — (see note 7) 26 years

Capital assets related to First Nations Casinos under
the Conduct and Management Agreement consist
primarily of the cost of the gaming equipment and
related hardware and software.

In lieu of Goods and Services Tax (GST) on lottery
and gaming revenue, the Corporation foregoes
claiming input tax credits and pays an additional
5% GST on gaming expenditures, including retailer
commissions. This additional 5% is reported as
GST expense.

An input tax credit is claimed for GST paid on
non-gaming expenditures.

Inventories are valued at the lower of cost and
replacement value for replacement parts and
the lower of cost and net realizable value for all
other inventory.
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Notes to Consolidated Financial Statements ror t1e vear enpep marcH 31. 2009 (8 THOUSANDS)

In accordance with the provisions of the Civil Service
Superannuation Act (Act), employees of the Corporation are
eligible for pension benefits. Plan members are required
to contribute to the Civil Service Superannuation Fund
(Fund) at prescribed rates for defined benefits and will
receive benefits based on the length of service and on
the average of annualized earnings calculated on the
best five years prior to retirement, termination or death
that provides the highest earnings. The Corporation

is required to match contributions contributed to the
Fund by the employees at prescribed rates, which is
recorded as an operating expense. Under this Act, the
Corporation has no further pension liability.

For employees whose annual earnings exceed the limit
under the Civil Service Superannuation Fund, a pension
liability is established. This liability is determined
actuarially every three years with the balances for

the intervening years being determined by a formula
provided by the actuary. Actuarial gains and losses are
recognized in income immediately.

The Corporation also makes contributions for
employees and officers to a money purchase pension
plan at prescribed rates.

Monetary assets and liabilities are translated at the
year-end exchange rate while non-monetary assets and
liabilities and revenue and expenses are translated at
the exchange rate prevailing on the transaction date.
All exchange gains and losses are reflected in income
during the period they occur.

The preparation of financial statements in accordance
with Canadian generally accepted accounting
principles requires management to make estimates

and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets
and liabilities at the date of the consolidated financial
statements, and the reported amounts of revenue and
expenses during the period. Actual results could differ
from those estimates.

The retail value of food, beverages and other items
provided on a complimentary basis to customers has
been included in gross revenue and a corresponding
amount has been deducted as promotional allowances.
Costs of providing these promotional allowances have
been included in operating expenses.

The Corporation operates a program whereby patrons
can earn points based upon their level of play on certain
casino games. Points can be redeemed for certain goods
and services provided by the casinos. The retail value of
these complimentary items is included in gross revenue
and then deducted as a promotional allowance to arrive
at net revenue.

The future redemption liability is included in accounts
payable and accrued liabilities and is based on an
assessment of anticipated point redemptions and

point value. The Corporation will adjust the estimated
liability based on redemption experience and additional
points earned and any adjustments will be recorded in
the results of operations.

In accordance with Section 3855 Financial Instruments
— Recognition and Measurement, the Corporation

has classified all financial instruments into one of

the following five categories: held for trading, held to
maturity investments, available for sale financial assets,
loans and receivables and other financial liabilities. All
financial instruments are included on the consolidated
balance sheet and are measured at fair value with the
exception of loans and receivables, held to maturity
investments and other financial liabilities, which are
measured at amortized cost. Subsequent measurement
and recognition of changes in fair value of financial
instruments depend on their initial classification.

Held for trading financial instruments are measured

at fair value and all gains and losses are included in
income in the period in which they arise. Available for
sale financial instruments are measured at fair value
with revaluation gains and losses included in other
comprehensive income until the asset or liability is
removed from the consolidated balance sheet.

On April 1, 2008 the Corporation adopted the
following Canadian Institute of Chartered
Accountants (CICA) Handbook Sections:

Section 3031 Inventories replaces the previous
inventories standard and provides guidance on the
determination of cost, including any write-down to
net realizable value. The adoption of this standard
has had no impact on the Corporation’s consolidated
financial statements.
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Notes to Consolidated Financial Statements ror t1e vear enpep marcH 31. 2009 an THOUSANDS)

Section 3862 Financial Instruments — Disclosures
and Section 3863 Financial Instruments —
Presentation replace Section 3861 Financial
Instruments — Disclosure and Presentation. The new
standards enhance and expand disclosure standards
to complement the accounting policy adopted in
accordance with Section 3855 Financial Instruments
— Recognition and Measurement and place increased
emphasis on disclosures about risks associated

with both recognized and unrecognized financial
instruments and how these risks are managed. The
Corporation discloses information surrounding the
risks associated with financial instruments in note 16.

Section 1535 Capital Disclosures establishes
standards for disclosing information about an entity’s
capital and how it is managed. This standard requires
disclosure of information about an entity’s objectives,

policies and processes for managing capital. The
Corporation discloses information surrounding its
capital structure in note 11.

Section 1400 General Standards of Financial
Statement Presentation was amended to include
requirements to assess an entity’s ability to
continue as a going concern and to disclose material
uncertainties related to events and conditions that
may cast significant doubt on the entity’s ability to
continue as a going concern. The adoption of this
standard has had no impact on the Corporation’s
consolidated financial statements.

(n) Recent accounting pronouncements

Section 1601 Consolidated Financial Statements

and Section 1602 Non-Controlling Interests establish
standards for the accounting and reporting of
ownership interests in subsidiaries held by parties
other than the parent and are effective for fiscal
years beginning on or after January 1, 2011. The
Corporation does not expect these sections to have
an impact on the consolidated financial statements.

3. ACCOUNTS RECEIVABLE 2009 2008
Western Canada Lottery Corporation $ 6,444
Trade 8,277
First Nations 1,422
Goods and services tax 576
Employee computer program 212
Lottery retailers 104

$ 17,035
4. INVENTORIES 2009 2008
Replacement parts $ 1,573
Bingo paper 415
Breakopen tickets 270
Restaurant 123
Store merchandise 70

$ 2,451
5. PREPAID EXPENSES 2009 2008
Manitoba Gaming Control Commission fees $ 1,152
Maintenance contracts 844
Insurance 429
Entertainer & sponsorship deposits 122
Rent 77
Other 134

$ 2,758
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Notes to Consolidated Financial Statements ror t1e vear enpep marcH 31. 2009 (8 THOUSANDS)

ACCUMULATED
6. PROPERTY AND EQUIPMENT - 2009 cosT AMORTIZATION NET BOOK VALUE
Land
Furniture and equipment
Gaming equipment
Casino stages
Buildings and parking lots
Leasehold improvements
Capital lease — building
Assets related to First Nations Casinos [see note 14]
ACCUMULATED

Property and Equipment - 2008 cosT AMORTIZATION NET BOOK VALUE
Land $ 5,798 $ - $ 5,798
Furniture and equipment 93,392 70,625 22,767
Gaming equipment 136,136 92,554 43,582
Casino stages 5,972 5,972 -
Buildings and parking lots 153,486 61,892 91,594
Leasehold improvements 5,643 5,268 375
Capital lease - building 688 250 438
Assets related to First Nations Casinos [see note 14] 15,173 6,461 8,712

$ 416,288 $ 243,022 $ 173,266

7. OTHER ASSETS

The Corporation has entered into an agreement for
the right to use 22.28 acres of land for 200 years.
The land is being used for parking facilities at the
McPhillips Station Casino. The facilities became
available for use during the 2004 fiscal year,

at which time the Corporation began amortizing the
asset over the life of the adjacent casino. The asset is
presented net of accumulated amortization of $1,341
(2008 - $1,095) [see note 2(d)].

8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Trade

Vacation

Interest

Jackpot provision

Province of Manitoba taxes

2009

2008

$ 31,795
6,481

881

M1

496

$ 40,564
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Notes to Consolidated Financial Statements ror t1e vear enpep marcH 31. 2009 an THOUSANDS)

9. LONG-TERM DEBT

Province of Manitoba, bearing interest at 6.95%, interest only
payable semi-annually, with all principal due at maturity
on August 30, 2010.

Province of Manitoba, bearing interest at 5.25%, repayable in
quarterly principal installments of $1,071 plus interest until
June 30, 2011.

Province of Manitoba, bearing interest at 4.625%, repayable in
quarterly principal installments of $1,071 plus interest until
September 30, 2011.

Province of Manitoba, bearing interest at the prevailing Bankers
Acceptance rate plus % of 1%, repayable in quarterly principal
payments of $679 plus interest, until May 10, 2012. The interest
rate on the debt at March 31, 2009 was 0.893%.

Province of Manitoba, bearing interest at 4.875%, repayable
in monthly principal installments of $43 plus interest until
March 31, 2009.

Province of Manitoba, bearing interest at 4.050%, repayable
in monthly principal installments of $84 plus interest until
August 31, 2012.

Province of Manitoba, bearing interest at 4.150%, repayable
in monthly principal installments of $96 plus interest until
July 31, 2013.

Capital lease obligation to the Province of Manitoba, with a
7.63% implicit interest rate and annual minimum lease
payments of $64 until July 13, 2017.

2009

$

2008
135,000

13,929

15,000

11,536

514

4,467

402

Less current portion of long-term debt and capital
lease obligation

180,848

12,846
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Notes to Consolidated Financial Statements ror t1e vear enpep marcH 31. 2009 (8 THOUSANDS)

Annual payments in future years are as follows:

2010
2011
2012
2013
2014
Subsequent years

CAPITAL LEASE

Loans Principal

$ 13,445 $ 37
148,445 40
8,088 43
2,247 46
383 50

- 152

$ 172,608 $ 368

Interest

$ 27
24

21

18

14

20

$ 124

The fair market value of long-term debt at March 31, 2009 is $184,152.

10. PROVISION FOR EMPLOYEE PENSION BENEFITS

experienced in the current year based on the most
recently available triennial actuarial report of

The pension expense related to the Corporation’s
contributions to the Civil Service Superannuation
Fund is $3,103 (2008 - $2,707) and is recorded in
operating expenditures.

A pension liability of $543 (2008 - $379) has
been established for employees whose annual
earnings exceed the limit under the Civil Service
Superannuation Fund plan. A loss of $126 was

11. CAPITAL STRUCTURE

The Corporation’s capital is comprised of retained
earnings and long-term debt. The Corporation’s
objectives when managing its capital structure are

to continue its ability to meet its financial obligations
and to finance growth and capital expenditures.
These objectives have remained unchanged over

the fiscal years presented.

pension obligations as at December 31, 2007,

and is included in the above pension expense.

The pension expense related to the Corporation’s

contributions to the money purchase plan
is $228 (2008 - $252) and is recorded in

operating expenditures.

The Corporation is subject to capital growth

restrictions as the result of the requirement to

allocate 100% of annual consolidated net income

to the Province of Manitoba.
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Notes to Consolidated Financial Statements ror t1e vear enpep marcH 31. 2009 an THOUSANDS)

12. SEGMENTED INFORMATION

The Corporation’s management has designated the have been allocated to the operating segments. A
areas of Video Lotto, Casinos and Lottery as its summary of these operating segments is as follows:
operating segments. All indirect costs

2009 Video Lotto Casinos Lottery Total
REVENUE
Revenue $ 354,235 $ 210,798 $ 210,587 $ 775,620
Cost of sales 110,737 13,690 139,627 264,054
243,498 197,108 70,960 511,566
EXPENSES
Operating expenses 11,187 117,149 5,283 133,619
Amortization 23,856 15174 - 39,030
Interest expense - long-term 3,584 7173 241 10,998
Goods and services tax 6,321 777 60 7,158
44,948 140,273 5,584 190,805
Income before Allocations
and Payments 198,550 56,835 65,376 320,761
Allocations and Payments 4,090 6,200 5,691 15,981
Net Income and
Comprehensive Income $ 194,460 $ 50,635 $ 59,685 $ 304,780
2008 Video Lotto Casinos Lottery Total
REVENUE
Revenue $ 345,908 $ 194,388 $ 209,586 $ 749,882
Cost of sales 107,357 12,455 140,517 260,329
238,551 181,933 69,069 489,553
EXPENSES
Operating expenses 10,299 106,744 5,164 122,207
Amortization 23,741 13,411 - 37,152
Interest 4,306 7.231 241 11,778
Goods and services tax 4,864 584 72 5,520
43,210 127,970 5,477 176,657
Income before Allocations
and Payments 195,341 53,963 63,592 312,896
Allocations and Payments 4,749 5813 5,552 16,114
Net Income and
Comprehensive Income $ 190,592 $ 48,150 $ 58,040 $ 296,782
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Notes to Consolidated Financial Statements ror t1e vear enpep marcH 31. 2009 (8 THOUSANDS)

13. ALLOCATIONS AND PAYMENTS

(@) Provinces of Alberta and Saskatchewan
The Province of Manitoba is a member in the
Western Canada Lottery Corporation. An
agreement is in place with the other members to
provide economic benefit equalization. The cost to
the Corporation for this allocation for the 2009
fiscal year is $3,024 (2008 - $2,948).

(b) Payment to Government of Canada

Effective January 1, 1980 the Government of Canada
terminated its involvement in lotteries. In return,
the ten provinces are to contribute an annual sum

of $24,000, adjusted for inflation, to the Federal
Government. The Province of Manitoba’s share for
the 2009 fiscal year is $2,345 (2008 - $2,327).

(c) Gaming Commission Fees & Crown Levy
The Corporation provides funding to the Manitoba
Gaming Control Commission (MGCC) through
payment of annual registration fees for electronic
gaming machines and employees. The Corporation
also provides funding to the Crown Corporations
Council through the payment of an annual

levy. Funding provided to MGCC and Crown
Corporations Council in the 2009 fiscal year is
$3,094 (2008 - $2,209).

(d) Responsible Gaming Funding

Funding to the Addictions Foundation of Manitoba
(AFM) and other organizations for their responsible
gaming research and programming for the 2009
fiscal year is $3,387 (2008 - $2,894).

(e) Charitable and Community Organizations

The Corporation provides over four hundred
charitable and community organizations the
opportunity to raise funds for their organizations
by assisting the Corporation in the bingo events
held at its casinos and providing funding to various
community groups throughout Manitoba. Payments
made to these organizations for the 2009 fiscal year
amounted to $4,131 (2008 - $5,736).

14. FIRST NATIONS CASINOS

The Government of Manitoba has overall control
over gaming in Manitoba in accordance with the
requirements of the Criminal Code of Canada, and
has appointed MLC to act as its agent in the Conduct
and Management of the gaming regime. Through

a selection process, the Government has provided
certain First Nations the opportunity to operate
casinos, with ML.C maintaining the Conduct and
Management authority over these casinos. Effective
December 1, 2005, the Corporation received approval
from its Board of Directors to discontinue the
recovery of general administrative and compliance
costs from First Nations Casinos and to provide these
services only upon request on a fee for service basis.
The Corporation will continue to recover all direct
and/or gaming related expenses.

15. FUTURE COMMITMENTS
AND CONTINGENCIES

(a) Lease Obligations
The future minimum rental payments
relating to operating leases are as follows:

2010 $ 1,402
2011 533
2012 447
2013 346
2014 301
Subsequent years 1,225

$ 4,254

(b) Incidental to the nature of its business, the
Corporation is defending various legal actions
and claims that are pending. While the outcome of
these claims cannot be determined, management
is of the opinion that the appropriate provisions
have been made in the accounts, and the ultimate
outcome will not have a material adverse effect on
the Corporation’s financial position

Subsequent to year end, the Corporation has

been named as a party to a lawsuit related to
Scratch "N Win lottery tickets. The matter is in its
preliminary stages and any liability related to this
claim is not determinable at this time.
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(c) The Corporation entered into a VLT revenue
sharing agreement with the Manitoba Jockey Club
Inc., in the amount of $14,750 that covered the
period from January 1, 2004 to December 31, 2006.
This agreement was amended in April 2005 to
extend MLC’s commitment by another two years to
December 31, 2008 during which time the Manitoba
Jockey Club Inc. received $5,000 annually plus an
additional 20% commission on net VLT revenues
over $5,000. The Corporation’s relationship with the
Manitoba Jockey Club Inc. continues and the terms
of the agreement are currently under review with no
fixed commitment yet established.

(d) During the year the Corporation maintains its
commitment to spend 2% of its net income over
five years for responsible gaming research and
programming. It is anticipated that the continuation
of expenditures will occur in the 2010 fiscal year.

16. FINANCIAL INSTRUMENTS

The Corporation’s financial instruments consist of cash,
accounts receivable, accounts payable and accrued
liabilities, payable to the Province of Manitoba, and
long-term debt. The Corporation is exposed to interest
rate, liquidity, foreign exchange and credit risks arising
from financial assets and liabilities. The Corporation’s
objectives in managing these risks are to protect the
organization from volatility and to minimize exposure
from fluctuations in market rates.

Interest rate risk

Interest rate risk is the risk to the Corporation’s income
that arises from fluctuations in interest rates and the
degree of volatility of these rates. The Corporation does
not use derivative instruments to reduce its exposure to
interest rate risk, though risks associated with interest
rate fluctuations are mitigated through the use

of fixed-rate long term debt.

Liquidity risk

Liquidity risk is the risk the Corporation will encounter
difficulties in meeting its financial liability obligations.
The Corporation mitigates this risk through cash

and long-term debt management. Trade payables are
due within one year and long-term debt is repayable

in either quarterly or monthly installments with

the exception of one long-term debt with a principal
payment of $135,000 due August 31, 2010.

Foreign exchange risk

Foreign exchange risk is the risk to the Corporation’s
income that arises from fluctuations in foreign exchange
rates and the degree of volatility of these rates. The
Corporation mitigates this risk through its contract and
purchasing practices.

Credit risk

Credit risk is the risk to the Corporation that a
counterparty will fail to perform its obligations or pay
amounts due causing a financial loss. The Corporation
mitigates this risk through its credit management

and collection practices. The Corporation establishes a
reasonable allowance for non-collectible amounts which
is netted against accounts receivable. The maximum
credit risk exposure associated with accounts receivable
is the total carrying value and it is management’s
opinion that the Corporation does not have significant
concentration risk.

The status of accounts receivable in relation to
when they are due and payable is as follows:

Neither impaired nor past due $ 15,431
Within 30 days 42
31 to 60 days 34
61 to 90 days 7
Over 90 days 1
Allowance for doubtful accounts 9)
$ 15,506
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Fair value
The fair value of the Corporation’s financial at amortized cost using the effective interest
instruments on initial recognition is the rate method.

transaction price, which is the value of the

" : - . Accounts payable and accrued liabilities, payable
consideration given or received.

to the Province of Manitoba and long-term
The Corporation has made the following debt are classified as other financial liabilities
classifications of its financial instruments: and are initially measured at their fair value.
Subsequent measurements are recorded at
amortized cost using the effective interest
rate method.

Cash is classified as held for trading and
measured at fair value.

Accounts receivable are classified as loans and
receivables and recorded at cost, which upon

their initial measurement is equal to their fair
value. Subsequent measurements are recorded

Unless otherwise stated, the fair value of
the Corporation’s financial instruments
approximates their carrying value.

17. SUPPLEMENTAL CASH FLOW INFORMATION 2009 2008
Accounts receivable $ 1,069
Inventories (324)
Prepaid expenses 912

1,657
Accounts payable and accrued liabilities 10,994
$ 12,651
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Consolidated Schedule of Net
Income, & Comprehensive Income

FOR THE YEAR ENDED MARCH 31, 2009 (IN THOUSANDS)

2009

Revenue
Cost of sales

Operating expenditures
Salaries and benefits
Maintenance equipment
Tourism marketing
Property taxes
Utilities
Supplies and equipment
Consultant fees
Telecommunications
Transportation and vehicles
Community support
Sundry

Amortization
Interest expense - long-term
Goods and services tax

2008

$ 749,882
260,329
489,553

80,274
13,837
8,428
4,042
2,476
4,392
2,149
1,586
1,572
1,257
2,194
122,207
37,152
11,778
5,520
176,657

312,896

16,114

$ 296,782

(see accompanying notes to the consolidated financial statements)
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